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*xx* AGENDA ATTACHED

BENNY WAMPLER: W' | |

CONT.
CONT.
223

go ahead and get started and

cone to order. Good norning. M nane is Benny Wanpler. I’
Deputy Director for the Virginia Departnment of M nes,
M nerals and Energy and Chairman of the Gas & G| Board.
"1l ask the nenbers to introduce thenselves starting wth
M. Brent.

MASON BRENT: My nane is Mason Brent. |'mfrom
Ri chnmond and | represent the Gas & G| Industry.

KEN M TCHELL: M/ nane is Ken Mtchell. |I'mfrom

Stafford County, Virginia. |
Boar d.

ama citizen appointee to the

SHARON PI GEON:  |' m Sharon Pi geon.

Ofice of the Attorney General.

BILL HARRIS: And I'mBill Harris,

or citizen nenber from Wse County,

BOB W LSON: |''m Bob WI son.

the Division of the Gas & O |

staff of the Board.

and princi pal

I'"'mwith the

a public nenber

out of Big Stone Gap

I'mthe director of

executive to the

BENNY WAMPLER:  Thank you very nmuch. The first

itemon the agenda, actually the first two itens, | have a

m
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request for a continuance. |'lIl go ahead and call those just
in case there's soneone here that wanted to object to the
request. The Gas & O Board will consider a petition from
Col unbi a Natural Resources, Inc. for pooling of a
conventional gas unit identified as CNR 24655. This is
docket nunmber VGOB-02-06/18-1038; and the other one is CNR
24629, docket nunber VGOB-02-06/18-1039. W'd ask the
parties that wish to address the Board in this matter to cone
forward

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Colunbia Natural Resources. W do not
oppose the request for a continuance from Counsel for the
parties that we originally sought to force pool. W're stil
in | ease negotiations with them and we surely expect by the
next Board hearing to be able to wi thdraw these applications.

BENNY WAMPLER:  So, no objections to that, those

are continued. The next itemon the agenda is a petition
from Pocahontas Gas Partnership for pooling of coal bed

met hane unit under the Mddle Ridge | Field Order identified
as AV-124, docket nunber VGOB-02-08/20-1050. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.
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BENNY WAMPLER: The record will show there are no

others. You may proceed. |'msorry, here. You have to be
fast once | get on aroll. Cone right over here and sit
down.

(Paul R chardson approaches the Board.)

BENNY WAMPLER: State your nane for the record.

PAUL RI CHARDSON: Paul Ri chardson. |''m here on

behal f of the Newberry heirs. The first one we have 11.6
acres of gas and oil but we don't own the surface rights.

BENNY WAMPLER  We'Il let M. Swartz proceed and

then we'll give you an opportunity to ask questions and to
put anything on record that you want to put on.

MARK SWARTZ: M. Chairman, | woul d request that

t he Board conbi ne AV-124 with AV-125, which is the next item
The Newberry's are also in that. W've got sone commobn
claimants in these two units and obviously they' re right next
to each other; and | think in the interest of saving tinme, we
can fairly address all the issues if we conbi ne these.

BENNY WAMPLER: Do you under stand what---?

PAUL RI CHARDSON: Well, on the second one we own

the surface rights, also. W don't own it on this particul ar
one. So, what do we do about that?

BENNY WAMPLER.  Well, | think you just...put that
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information on the record basically. | nean, it really
shouldn't interfere with...he'll still have to keep the
record straight---.

PAUL RI CHARDSON: Keep the record straight.

BENNY WAMPLER: ---as to which one if we call them
both. | think he's just saying for convenience a lot...you
have a |l ot of the common parties involved here. [I'll go
ahead and call it. The Gas & G| Board wll consider a

petition from Pocahontas Gas Partnership for pooling of a
coal bed nethane unit under the Mddle Ridge I Field order
identified as AV-125. This is docket nunmber VGOB-02-08/20-
1051. Al the parties that wish to address the Board in this
matter cone forward as well.

MARK SWARTZ: Mark Swartz and Les Arrington as wel

on this one.

BENNY WAMPLER. | f you will, just state your nane

for the record again.

PAUL RI CHARDSON: Paul Ri chardson.

BENNY WAMPLER:  All right. Thank you. M. Swartz,

you may proceed.

MARK SWARTZ: Could you swear Les for ne, please?

(Leslie K. Arrington is duly sworn.)



1 LESLI E K. ARRI NGTON

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

3 follows:

4 DI RECT EXAM NATI ON

5 QUESTIONS BY MR SWARTZ:

6 Q Wul d you state your nane for the record?
7 A Leslie K Arrington.

8 Q Who' s the applicant here?

9 A Pocahont as Gas Part nershi p.

10 Q And are you appearing on behalf of the

11 applicant?

12 A Yes, | am

13 Q And who do you work for?

14 A CNX Gas Conpany.

15 Q And what do you do for thenf

16 A Gas Engi neer.

17 Q These two units have the sane applicant,

18 Pocahontas Gas Partnership, correct?
19 A That's correct.
20 Q Ckay. And are both of these units Mddle

21 Ridge units?

22 A Yes, they are.
23 Q Ckay. And both of the units woul d
24
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contenpl ate one frac well?

A That's correct.
Q And are the wells in each of these units
| ocated in the drilling w ndow?
A Yes.
Q Wth regard to AV-124, what is the acreage,

if you would turn to the plat---7?

A Yes.

Q ---inthis drilling unit?

A 49. 05 acres.

Q Ckay, and that again is a Mddle R dge unit,
correct?

Uh- huh. Correct.

Q And then if you look at the information

pertaining to the proposed well in this unit, again,

referring to AV-124, what is the estimated costs with regard

to that frac well?

A $228,589.30, drilled to an estimate depth of
2,542 feet.

Q Ckay. Has this well been permtted yet?

A If it has been, it's just been very
recently.

Q Ckay, so as far as you know, it's pending,
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but it may not be issued?

A
Q

Correct.

And, obviously, that would nean it has not

been drilled as yet?

A
Q

a nunmber of

A

o > O »

revi si ons?

A

t wo, okay.

That's correct.

Now, again, wth regard to AV-124, there are
anmended exhibits or revised exhibits---?

Yes.

---1s that correct?

Uh- huh.

And have you given those to the Board today?

Yes, we have.

And there's a table of contents for those

Yes, it is.
Ckay. Let's look at Revised Exhibit A page

What...would you tell the Board what interest the

applicant has acquired and what interest it's seeking to poo

her e?

A

t he coal bed
gas owners'

47.6661% of

W have a 100% of the coal owner claimto
met hane | eased. W have 52.3339% of the oil and
claimto coal bed nethane. W' re seeking to pool

the oil and gas owners' claimto coal bed net hane.

10
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Q

Wth regard to...also with regard to AV-124,

there is...escrow wuld be required, is that correct?

A
Q

Yes, it would be.

And there's an Exhibit E that you have

attached which lists the owners that are in conflict whose

clains require escrow, is that correct?

A
Q

AV- 1247

A
Q

That's correct.

There are no split agreenents with regard to

| don't believe so.

Well, go ahead and | ook.

(Leslie K. Arrington reviews the exhibit.)

A
Q

application?

A
Q

Yes, there is.

Ckay. And that was filed with the origi nal

Yes, it was.

Ckay. And Swords Creek Land and Pocahont as

Gas Partnership have a split agreenent?

A.
Q

filed today,

Yes.

Wth regard to revised Exhibit B-3 that was

let's take a nonment and | ook at that to

determ ne whether or not there is any escrow requirenent for

ei t her unknowns or unl ocat eabl es.

11
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(Leslie K. Arrington reviews the exhibit.)

A Unknowns are Tract 1A

Q Ckay. And that appears to be...well, and
then we've got sone...and that appears to be the only tract
i n which you have unl ocat eabl es?

A Yes.

Q So, there's an escrow requirenent for people
t hat cannot be |located in Tract 1A and then Exhibit E sets
forth the conflicting clains with regard to the other tracts?

A That's correct.

Q Have you filed with the Board today a
revised affidavit of due diligence?

A Yes...yes, we have.

Q Ckay. And have you included with that
return receipts and mailings infornmation?

A Yes, we have.

Q And have you al so included with that

i nformati on concerni ng publication?

A Publ i cati on, yes, we have.

Q Ckay. Are the folks that you' re seeking to
pool listed in the anended notice of hearing?

A Yes, they are.

Q And what did you do to notify those people

12
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of the hearings?

A W nailed by certified mail return receipt

requested on 8...it finally ended up August the 21st of 2002.
We al so published in the Bluefield Daily Tel egraph on August
the 26th of 2002.

Q Wth regard to the matter of addi ng or
subtracting claimants, you have filed with the Board an
Exhibit B-2 or Revised Exhibit B-2 today?

A Yes, we have.

Q And does that set forth the fol ks that
you' re asking the Board to dism ss who were originally naned

as respondents and does it also give the reason why?

A Yes, it does.

Q | s there anybody that you want to add today?
A No.

Q So, Exhibit B-2 only addresses fol ks who are

to be dism ssed either because they have been | eased or it
has turned out that they're not an owner?
A That's correct.

BENNY WAMPLER: Are we to assune that the ones that

don't have anything by them--?

LESLIE K. ARRINGTON: That's just how the interest

passed t hrough those people onto ones we've either---.

13
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BENNY WAMPLER: Ckay. For all of the others?

LESLI E K. ARRI NGTON:  Yeah.

MARK SWARTZ: So, the answer to your question is if

there is nothing by the nane, it is an identification issue,
not an di sm ssal issue.

Q Wth regard to...turning to AV-125 now, Les.

There are also revised exhibits that you have filed with the
Board today concerning AV-125, is that correct?

A That's correct.

Q Are the folks that you' re seeking to poo
listed in the anended notice of hearing that was originally
noticed for Septenber the 17th?

A Yes.

Q Ckay. Wiat did you do to notify those fol ks
of the hearings?

A W mailed by certified nail return receipt
requested. That was nail ed again on August...basically,
endi ng up August the 21st of 2002. And it was published in
the Daily Tel egraph on August the 26th of 2002.

Q Ckay. Wth regard to the matter of adding
or dism ssing people, let's take a | ook at Exhibit B-2 filed
wth regard to...today, with regard to AV-125.

(Donald Ratliff, Board Menber, joins the Board.)

14
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Q And B-2 lists a nunber of folks, correct?
Yes.

Q And is it true that B-2 only addresses
di sm ssi ng peopl e as opposed to addi ng peopl e?

A It does.

Q And does B-2 set forth the reason opposite
each name that is listed for dism ssal purposes, the reason
why that person is to be dism ssed?

A Yes, it is.

Q And that would be either...in this instance
ei ther because you' ve obtained a | ease fromthem since you
filed the original application or you have determned in the
course of your due diligence in getting ready for this
hearing that they are not an owner, is that correct?

A That's correct.

Q Wth regard to...again, with regard to AV-
125, let's |l ook at Revised Exhibit A page 2. Wen you
| ocate that, would you tell the Board what interest you have
acquired in this unit and what interest you' re seeking to
pool ?

A Yes, we've acquired 100% of the coal owners
claimto coal bed nethane. W' ve acquired 95.4534% of the oi

and gas owners' claimto the coal bed nethane. W're seeking

15
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to pool 4.5466% of the oil and gas owners claimto coal bed
met hane.

Q Let's look at Exhibit B-3 for a nonent, the
revised one that was filed today. Are there any fol ks that
are listed as respondents for whomyou do not have addresses?

It looks like tract 3---7?

A Tract 3.
---correct?
A Correct.
Q And woul d that be it?
A Yes.
Q So, with regard to tract 3, there would be a

requi renent of escrow because of sone people who are
currently not | ocateabl e?

A Ri ght .

Q Ckay. And then continuing on in the Revised
Exhibits, | see an Exhibit E, correct?

A Yes.

Q And does Exhibit E address the conflicting

ownership clains that would require escrowin this unit?

A Yes, it does.
Q And then if we turn to the anended
application---. Let's see if we had any split agreenents

16
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here.

(M. Swartz reviews the exhibit.)

Q It appears that we did, correct?
A Yes.
Q Agai n, we have an Exhibit EE dealing with

fol ks who woul d otherwise be in conflict but for a split
agreenent and that would be pertaining to tract 1H, as in
Henry, Swords Creek Land Partnershi p and Pocahontas Gas
Part nershi p have resol ved their dispute, correct?

A That's correct.

Q Wth regard to the size of unit 125, the
acreage, let's look at the plat.

(M. Swartz reviews the plat.)

Q We have how many acres in 125?
A 48. 91.
Q Ckay. And with regard to the well in that

unit, what is the estimated cost of that frac well?
A $229,385.07, drilled to an estimated depth
of 2,576 feet.

Q And | take it this well has not been drilled

as yet?

No, it has not.

s there a permt application pending as far

17
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as you know?

A Yes, it is pending. Yes.

Q And it may or may not be issued?

A Ri ght .

Q As we stated at the outset, in both of these

applications, Pocahontas Gas Partnership is the applicant,

correct?
That's correct.
And Pocahontas Gas Partnership has two
partners?
A Correct.
Q And those partners are Consolidation Coal

Conpany and Consol Energy, Inc.?
A Yes, it is.
Q Who is the applicant requesting be
desi gnated the unit operator?
A Pocahontas Gas Part nershi p.
Q | s Pocahontas Gas Partnership 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?

18
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A Yes, it does.

Q Now, these two units are Mddle R dge |
units and they are intended to produce coal bed net hane gas
froma frac well, fromwherever the bel ow drai nage coal

starts including or not including the Jawbone, correct?

A Correct.

Q And down to where?

A To the top of the Red and G een shells.

Q Ckay. Qoviously, you have | eased nost of
the folks on the coal...well, all of the folks on the coa

side and in one unit, nearly all of the oil and gas peopl e,
and then the other unit a little nore than half of the oi
and gas people. Wuld you tell the Board what the |ease
ternms are that you have offered?

A Yes. Qur standard coal bed net hane | ease is
a $1 per acre per year with a five year paid up termwith a
one-ei ght h producti on bonus paynent.

Q Ckay. And woul d you recommend t hose terns
to the Board to be included in any order with regard to the
matter of people who m ght be deened to have been | eased?

A Yes, we woul d.

Q s it your opinion that the plan of

devel opnent that's disclosed by these two applications is a

19
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reasonabl e plan to devel op coal bed net hane from under and
within these two Mddle Ridge I units?

A Yes, it is.

Q And will the pooling application, if
granted, protect all owners and claimants in both units?

A Yes, it wll.

(M. Swartz reviews his notes.)

Q Now, in the...in AV-125, you go to the
Exhibit B-3, this is going to...this is a question that's
going to cone up again as we go through sonme of the other
appl i cations today.

BENNY WAMPLER: A revi sed.

MARK SWARTZ: Yeah. |If you go to the revised B-3

concerning AV-125, go to page one of two, you'll see that we
have now |l i sted Shel by Ruth Ri chardson as the w dow and sol e
heir of Laudy Richardson. Wwen we were | ast here on sone
units that we offered testinony with regard to that are going
to cone back up on the docket, the EE-34, EE-35 and FF-35
units, there was a question there as to whether Laudy

Ri chardson had died Intestate or with a WII. | would advise
you that on Septenber 3rd of this year, so after the August
hearing, that issue surfaced with regard to the three units |

just nentioned, a WIIl was actually recorded in Virginia that

20
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resol ved that issue. So, we have a WII. W have a copy of
a WIl. W've got it with us today if you need to | ook at
it, that M. Ri chardson supplied. And we had continued EE-
34, EE-35 and FF-35 to give notice to children who m ght have
taken by Intestacy and obviously now that we have the WII,
that turned out to be sonething that we didn't really need to
do with regard to that unit. But that's why those units were
continued. So, | thought | would point out to you this title
i ssue that has been resolved that affected these units that
also will ultimtely have, you know, affect on sone ot her
units that we're tal ki ng about here.

Q Les, have you, in fact, received a WII in

t hat regard?

A Yes. One was copied fromthe Courthouse.

Q And...and there is a date stanp, of what
dat e?

A Sept enber the 3rd, 2002.

Q And where was it fil ed?

A Russel | County.

Q Ckay. And that included...the things that

were filed as of that date included a |l ast WIIl and Test anent
of Laudy Ri chardson, correct?

A It did.

21
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MARK SWARTZ: That's all | have at this tine.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: M. Richardson, do you have any---?

PAUL Rl CHARDSON: What's the nunber of these two

well's that's supposed to be punped...have you got those yet?

BENNY WAMPLER:  Are you tal king about the permt

nunber ?

PAUL RI CHARDSON: Yeah. O just the nunber of the

wel | .

BENNY WAMPLER: Wl |, the well nunber---.

LESLIE K ARRINGTON: It will be AV-124 and AV-125.

BENNY WAMPLER:  That's what they go by with the

wel |l nunber. That's on your docket, if you have a copy of
t hat .

PAUL RI CHARDSON: Now, this new ruling cane down on

this nethane gas and mneral rights. |Is that going to have
any effect on all of this stuff overall? It was supposed to
have cane down about two weeks.

BENNY WAMPLER: That's a bi g question you just

asked. | can tell you right now it doesn't. You know, wll

it? | don't know.
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PAUL Rl CHARDSON:  Ckay.

BENNY WAMPLER: But it was a ruling that was

specific to a particular lease. M. Swartz, you may fee
free to speak to that. But, | nmean, you're the attorney and
you've read it, I'msure. But, you know, that was on a
specific...you know, the judge |ooking at specific deeds and
maki ng a deci si on.

MARK SWARTZ: The case that | assune you're

referring tois Keary WIlians' nmenorandum deci sion. |'m not
sure that final order has been entered yet.

BENNY WAMPLER: | don't think so.

MARK SWARTZ: But, in general, the surface owners

in that case also owned the oil gas and that was, obviously,
a mpjor factor in the outcone. So, if the question is, does
Judge WIlians' decision send sone kind of nessage that
surface owners w thout owning sone mneral in addition to the
surface own coal bed nethane or oil and gas? M answer... but,
you know, it's ny opinion, would be no. But |I can say for a
fact that it was determ ned by the judge in that case that
the surface owners were actually m neral owners of the oi

and gas estate.

PAUL RI CHARDSON. Ckay. Now, will this particul ar

plat...two wells be put in escrow or how woul d they do about
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that? Sonme has signed and sone hasn't.

BENNY WAMPLER: M. Swartz, or let Les there. You

got a copy of the exhibits they have today, didn't you?
think he's just going to refer to those for you which ones
were put in escrow.

PAUL RI CHARDSON: Since |'mout of town, |

never---.

MARK SWARTZ: Ckay, tract...if you'll |ook at page

one of page four of Exhibit E---.
BENNY WAMPLER. OF whi ch one, 1247

MARK SWARTZ: Yeah. Actually, 125.

BENNY WAMPLER:  Ckay, he has 125 right now. Now,

tell himwhich---.

MARK SWARTZ: Wi ch one have you got there? Wy

don't you get 1257
PAUL RI CHARDSON: How do [---7?

MARK SWARTZ: And you need to go sort toward the

tail and find sonmething called Exhibit E. You've got B-3,
keep going. This is a list of conflicting owers, Exhibit E.

PAUL Rl CHARDSON:  Ckay.

MARK SWARTZ: And you cone down to tract 2D

PAUL RI CHARDSON: That's ours, right?

MARK SWARTZ: Right. And then turn the page. It
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shows you all as having a conflicting claim okay, wth

Ri chardson on the oil and gas site. So, you're in conflict
with Stuart Land and Cattle who owns the coal and you guys
owns the oil and gas. So, there is going to be escrow with
regard to tract 2D for everybody who owns a piece of that
either on the coal side or the oil and gas side.

PAUL RI CHARDSON: So, we'd have to get together

with Stuart Land Conpany?
MARK SWARTZ: Stuart, right. And then if you want

to hand ne 124, 1'll aimyou in the sane direction. Look at
Exhibit E, which is the conflicting owners.

PAUL Rl CHARDSON:  Ckay.

MARK SWARTZ: At the beginning here. This one has

got a lot nore folks. And what you do is you work through
here until you find yourself or the R chard...Ruth
Ri chardson. This is eighteen pages. So, it mght take us a
m nut e.

(M. Swartz | ooks at the exhibit.)

MARK SWARTZ: Here we go. W're |ooking at tract

2A. Here you' ve got Swords Creek owns the coal, okay.

PAUL Rl CHARDSON:  Ckay.

MARK SWARTZ: And you all...then it lists the oi

and gas owners who would be in conflict with Swords Creek and
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there's quite a list that continues on and on and on, okay.

PAUL RI CHARDSON: So, none of them--?

MARK SWARTZ: So, in this situation, you would want

to talk to Swords Creek to see if you...now, you can
work...all the oil and gas owners don't have to agree with
Swords Creek for noney to cone out of escrow. |f you agree

t hat your piece can cone out and they agree that your piece
can conme out, then that can cone out and the rest of it is
withheld. So, all these fol ks don't have to get together.
mean, obviously, the nore the nerrier. But, you know, you're
not bound by them saying no, okay? | think...is that the
only tract that they're in this one?

LESLI E K. ARRI NGTON: In this...|l believe it is.

MARK SWARTZ: (Okay, let ne just | ook here.

(M. Swartz reviews the exhibit.)

LESLI E K. ARRI NGTON:  Yes.

PAUL RI CHARDSON: This is sonething that cone up

that we didn't even know we had anything to do wth.

MARK SWARTZ: Well, that is...that |ooks |like the

only tract that you guys are in, 124, | believe. Yeah. But
that's...that's who you need to talk to in terns of coal for
t hose two units.

PAUL RI CHARDSON:. That would be all the questions I
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Swartz?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

MARK SWARTZ: No, | do not.

BENNY WAMPLER: Is there a notion?

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

the applications as submtted.

BENNY WAMPLER: Is there a second?

Bl LL HARRI S: 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. M. Ratliff,
wel cone.

DONALD RATLI FF:  Thank you.
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BENNY WAMPLER:  |'||l get you to state your nane for

the record before we go into these other case.

DONALD RATLIFF: My nane is Donald Ratliff.

BENNY WAMPLER:  You represent coal ---?

DONALD RATLI FF:  The coal industry.

BENNY WAMPLER:  Thank you. The next itemon the

agenda the Board will consider is a petition from Pocahontas
Gas Partnership for pooling of a coal bed nethane unit out of
t he Gakwood Coal bed Methane Gas Field | order identified as
EE- 34, docket nunber VGOB-02-08/20-1055. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tinme. You nentioned the three together.

MARK SWARTZ: Mark Swartz and Les Arrington. Wile

I"'mtalking, I'll just rem nd the Board that we took

testi nony on EE-34, EE-35 and FF-35 in August and conti nued
it for sone notice issues, which we'll cone back to.
But...so, | would request that we...|l think they were
conbined for that hearing and |I'd request that we hear---.

BENNY WAMPLER:  They wer e.

MARK SWARTZ: ---themtogether...the | oose ends

today as wel | .

SAM CAMPBELL: M. Chairman, are you going

to...excuse ne, are you going to consider also itemsix and
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twenty-seven...or six and seven and---.

BENNY WAMPLER:  That's what he's requesting to do

right now is conbine them..conbine the three.

SAM CAMPBELL: | would like...l don't have any
objection to that. | would like to conbi ne twenty-
seven...itemtwenty-seven on the docket at the sane tine,

which is EE-36 (inaudible).
COURT REPORTER: Sir, you need to cone down here.

BENNY WAMPLER:  Any objection to that?

MARK SWARTZ: Yeah, because | haven't...l'd have to

start over with that one. |'m proposing to conbine el even,

twel ve and twenty-seven, which we would get to relatively

soon. But, you know, we've already offered all the testinony

with regard to the three that we're tal king about right now.
|"d have to start over if we did EE-36.

SAM CAMPBELL: That's fi ne.

BENNY WAMPLER. Go ahead and state your nane for

the record because we don't have you on record as speaking,
pl ease.

SAM CAMPBELL: M nane is Sam Canpbell. ['m an

attorney from Pul aski

BENNY WAMPLER. Ckay, |'m going to go ahead and

call the other two then without objection. A petition from
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Pocahontas Gas Partnership for a pooling of a coal bed net hane
unit under the Oakwood Coal bed Methane Gas Field | order
identified as EE-35, docket nunber VGOB-02-08/20-1056; and
FF- 35, docket nunber VGOB-02-08/20-1057. W'd ask the
parties that wish to address the Board in these three matters
to conme forward at this tine, please.

MARK SWARTZ: Mark Swartz and Les Arrington, again

BENNY WAMPLER. M. Canpbell, are you---7?

SAM CAMPBELL: Yes, sir.

BENNY WAMPLER. Go ahead and state your nane.

SAM CAMPBELL: |'m Sam Canpbel |

BENNY WAMPLER:  Ckay.

PAUL RI CHARDSON: Paul Ri chardson.

BENNY WAMPLER. Al right. Thank you. M. Swartz,

you may proceed.

MARK SWARTZ: Yes. First of all, I would rem nd

the Board that the reason that this was continued fromthe
| ast hearing, which would be August, was sone questions with
regard to notice, and, in particular, whether or not Laudy

Ri chardson died Intestate or Testate.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

30



© 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

QUESTI ONS BY MR SWARTZ:

Q Les, have you resol ved the question of

whet her or not Laudy Ri chardson died Testate or Intestate?

A Yes, we have.

Q And how did he pass? Wich way?

A I nt est at e.

Q Al right. Testate neans with a WII.

A Ckay, Testate, |I'msorry.

Q Ckay. And how did you...how did you resol ve
t hat question?

A The WIIl was filed in Russell County

Court house on Septenber the 3rd of 2002.

Q Ckay, and anong the docunents that canme from
I ndiana to be recorded in Russell County, there is actually
the Last WIIl and Testanent of Laudy Richardson, right?

A Yes, it was.

Q And there is also with that WII| a order of
probate of that WIl fromthe State of Indiana as well,
correct?

A It was.

Q Ckay. So, it turns out that we continued
this to notify sone people who do not actually have an

interest in this unit, is that correct?
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A That's correct, we did.
Q And if we |look at, just for exanple, the EE-

34, we are now showing in the revised exhibits that were

filed today.
A Yes.
Q And let's look at the tract here. W are

showing in the revised exhibits and Exhibit B-2 which
di sm sses Carol Sue Hale, Lonnie R chardson and Barbara
Hughsman, correct?

A That's correct.

Q Because it has been determ ned that they did
not take an interest by Intestacy?

A That's correct.

Q Ckay. And then we are then showing in
Exhibit B-3 with regard to the sane tract 3D that the sole
heir of Laudy Richardson is Shel by Ruth Ri chardson?

A Correct.

So, we've dealt with that issue?

A Yes, we have.

Q Was there al so a nappi ng question?

A Yes, it was.

Q Did you send soneone out into the field to

address that nmapping issue?

32



© 00 N o o b~ w N P

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

)
1

A Yes, we have.

Q And have you filed a revised plat today?

A Yes, we have.

Q Ckay. And that's itemnine in the exhibits

that were filed today?

A Yes, it is.

Q And there's also a revised tract
identification page because sone of the percentages have
changed?

A Correct.

Q Ckay. Wio did the work to go out in the
field and check the lines that then caused the nmap to be
slightly revised?

A David Ml ler.

MARK SWARTZ: (Okay. David, do you want to cone up

here for a mnute? Mybe just stand behind us. Hopefully,
you'll be a canmeo. David, did you actually go out and | ook
at the property?

COURT REPORTER  David, raise your right hand.

BENNY WAMPLER. Do you want to have him sworn?

(Wtness is duly sworn.)

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Davi d, you need to state your name for us?
A David Ml ler.

Q Ckay. Wio do you work for?

A | do contract work for Pocahontas Gas

Par t nershi p and Consol Energy.

Q Did you prepare a revised plat with regard
to unit EE-34?

A Yes, | did.

Q What did you do to assist you in determning

where the |ine needed to be?

A After further field review, I found an old
rail fence that was pointed out by the Edgar WIsons, the
lady that lives in the house that's probably shown on the
map. Also, | found the deed information that supports that
fence as being a property line. That's how we cane to that
concl usi on.

Q Did you take sone pictures while you were
out there?

A. Yes, | did.
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Q Let me show you the first picture. Wth
reference the plat...the revised plat, okay...l'mgoing to
pass the picture along here. What does that...what area on
the revised plat does that picture show?

A It shows...the revised plat shows this
property line comng in here as pointed out by the | ady that

lives in the house and the house shown in that picture.

Q Ckay, and is that the house that's right
here?

A Yes, it is.

Q Ckay. So, basically the photograph that

we' ve handed out to the Board shows the property |line com ng
up here on this tract and then just where it nmakes the turn

to go to the right?

A Ri ght .

Q Ckay. And it shows a ditch or a creek
t here?

A That's correct.

Q Ckay. And where is the fence that you

identified? Were is the corner of that fence?
A If you see...there's sone pink ribbon tied
on a tree there. The fence conmes into that pink ribbon.

It's an old rail fence that's comng into that area there.
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Q Ckay, and that rail fence is on the ground?

| mean, it's sonething you | ocated?

A Ri ght .

Q Ckay.

A That's is correct.

Q And does the rail fence then...is that on

this line that I'"mcircling now?

A Yes.

Q Ckay. So, basically this photographs shows
atree wwth pink ribbons that is the corner for these two
lines?

A Yeah, it's what appears to be the I|ines.

Q Ckay.

MARK SWARTZ: Les, do you want to go ahead and pass

t hese out as well?

(M. Arrington passes out the photographs.)

Q David, | want to show you two ot her pictures
and we'll wait while the Board gets their copies here.

BENNY WAMPLER. Go ahead and ask your question

while we're waiting. How did you determ ne that was the
corner?

DAVID M LLER. That corner was poi nted out by Ms.

Edgar WIlson that lives in that house there. She has |ived
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there for probably forty or fifty years. And the fence was
comng into that tree. That's how that was established.

Q Let's ook at the picture which has the
pi ckup truck fairly large in it and shows the road going off
to the right, okay. Al right. |Is the corner tree...where

is corner tree in relation to this picture?

A If you'll notice, it's nore to this side
near that---.

Q Little tarp?

A Near the blue tarp.

Q Ckay. And this road that goes up the hill,

off to the right, is that on the plat?

A Yes.
Q Ckay. And where woul d that be?
A It's shown right here by this broken |line

com ng up between the house and that corner.

Q Ckay. And then let ne al so show you the
| ast picture, and this again we have the corner tree,
correct?

That's correct.
And the road again?

That's correct.

o > O »

Did...and this is what you observed while
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you were on the ground out there?

A That is correct.

Q Did you al so do sone platting?

A Yes, | did.

Q Ckay. And what...what tracts did you pl at

and try and |locate the lines on the ground in addition to
what we've just tal ked about?

A | used Edgar Wl son's tract 2 and her deed
and also | used the Paul E. R chardson deed, Deed Book 357.

Q Did you | ocate any other corners on the
ground?

A Yes, | did, and sone others to the west.
| ocated a fence line comng off of that spur. Also, nore
fence comng on up the spur fromthat fence corner that we
found near the house.

Q Ckay. And then did you try to plat deeds
surrounding tract 3B to determne or verify the configuration
of tract 3B?

A Yes, | did.

Q Ckay. And is the shape of tract 3B and the
surrounding tracts on the revised plat, in your opinion, a
fair and true representation of the size and |ocation of that

tract given your investigation in the field and in the
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court house?

A Yes, it is.

Q And if we |look at the original plat that was
filed when this EE-34 was initially filed, the question that
arose at the last hearing was whether...where tract 3B was in
relation to the road, correct?

A That's correct.

Q And your revised plat and your investigation
has all owed you to determ ne where that is and show t hose
| ocati ons?

A That's correct.

MARK SWARTZ: That's all | have with regard to

mappi ng.
BENNY WAMPLER: Questions from nenbers of the

Boar d?

BILL HARRI'S:  Yes, M. Chairnman.

BENNY WAMPLER: M. Harris.

BILL HARRI'S: There is a 1C and a 3F that's on the
new tract that did not appear on the old. | noticed the
shape of 1Cis a little different. |Is there...is that

because of the change in 3B or what happens? There's just a
little wedge there on the...about the 7:00 o' clock position

there. It appears to be a change and a different
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desi gnation, 1C and 3F

DAVID MLLER | was |ooking. That was brought

about by existing fence lines found on the ground and the
survey. W found a survey description for that tract. So,
it's shown nore accurately on the revised plat.

BILL HARRIS: On the revised, okay. Al right.

Thank you.
BENNY WAMPLER. Ot her questions?

MARK SWARTZ: To followup with regard to 3F

because it's an interesting question, and the nmapping
is...appears to be contradictory as you | ook at that |ine.

It seens to cross itself. David, is the explanation because
one set of lines is a surface tract and the other set of
lines is a mneral tract?

DAVID M LLER: That's correct. The m nera

boundaries are shown by one |line and the surface |ines are
shown by another. The person back in the history of the
chain of title owned on both sides of the mneral |line. So,
when he started selling his property, he didn't care where
the mneral line was at. He started surveying for surface
lines. So, that's what nmade the...mde it | ook the way that
it does.

MARK SWARTZ: And that was an issue that was
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di scussed, although you weren't here, M. Harris, the |ast
time was that that |ine appeared to cross over on itself.
The explanation really is it's not the sane |line. One
boundary is the surface boundary and one boundary is a

m neral boundary and we have to map both.

BENNY WAMPLER' M. Ri chardson, do you have any

gquestions?

PAUL RICHARDSON: | don't agree with none of this

because | was up there yesterday and | never seen no fence.
The only way this is going to ever be settled...|l've got the
deed here. You can read it. It says where this...they' ve
got the ribbon around the tree. The original deed says a
sarvis tree. It runs 1943 feet with the creek to the

begi nning. Well, we know where the beginning is down here
on...but if you went back up the creek 1,943 feet, ever where

that ends up that's where the corner is going to be. Then

you set your transient up the hill and that's...see which
side...if the road is on us or the road is on Edgar W1 son.
See, she sold this right-of-way three tines. | don't know

how much noney she has collected off of it.
(Everyone | aughs.)

PAUL RI CHARDSON: This is getting to be a...and

anot her thing, she doesn't own that right-of-way, you know,
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from her house down to where our property starts because |'ve
got the deed here. It says ny dad never did signit. So, |
don't agree with none of this.

BENNY WAMPLER. Wel |, ask the witness any question

you have then about---.

PAUL RI CHARDSON: Well, how...how did you find that

fence with the way it's growed up? How was that---?

DAVI D M LLER: M. Richardson, | wal ked al npst

every inch of that fence line. There's a rail fence com ng
off...you can actually possibly see sone of it in the
phot ogr aphs.

PAUL RICHARDSON: |'d say the only way this wll be

settled, we'll just have to survey up that creek to settle it
because...see, we could gain two ways this way. The

| and...did she have tinber cut also off our property? See,
she just had a free for all up there for the last twenty
years. Wat she wants to do, she does.

BENNY WAMPLER: | guess fromthe Board's

st andpoi nt, we're concerned about, obviously, having accurate
information identifying the parties that need to be incl uded.

PAUL RI CHARDSON: So, how would we settle this?

BENNY WAMPLER.  W're not going to be able to sol ve

private property disputes. W don't do that.
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PAUL RI CHARDSON: So, we'll just have to...if we're

not satisfied, we'll just have it surveyed.

BENNY WAMPLER:  That's what you' d have to do. Yes,

sir. Because they've had it surveyed and they brought in
their witness here---.

PAUL RI CHARDSON: They didn't survey it.

BENNY WAMPLER: Wl |, | nean, the gentl enman j ust

swore that he did.

PAUL RI CHARDSON: Well, did you take a transient up

there and go through all that and neasure---.

DAVID MLLER W didn't...we didn't actually do a

survey...a certified survey. W don't do certified surveys
for these---.

PAUL RI CHARDSON:. That's not | egal.

DAVID M LLER. ---hearings. W used a GPS unit

that | ocated that fence |line and neasured fromthe corner of

her house...physically neasured fromthe corner of her house
down to that fence line is how we |ocated it on the map. Her
deed calls for that fence.

PAUL RI CHARDSON: No, it don't say on the deed

nowhere, right here it is, not a fence.

MARK SWARTZ: Wy don't we share the deeds with the

Board so that we can see where the fence is referred to.
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Both sets...both of them

PAUL RICHARDSON: [|f you found sonething, |

didn't---.

(M. Arrington hands out a copy of the deeds.)

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR. SWARTZ:

Q David, the deed the M. Ri chardson is
referring to where his |line ought to be easy to find, right,

and doesn't pertain to a fence, right?

A That's correct.

Q s that the deed in Book 357/151

A That's correct. That's tract 2 in that
deed, | believe.

Q Ckay. And if we |look at the second page of

t hat deed, 357/151, is there sone | anguage there that
concerned you with regard to whether or not his |line was
subject to a description of a line in sone other deed?

A Yes. |If you'll notice tract 2...it says,
"Tract 2 is conveyed subject to the exception and reservation
of that certain tract or parcel of |and conveyed to Chris
Horton and Gracie Horton by deed dated May 11, 1926, which is

of record in Deed Book 73, Page 589, Russell County, Virginia
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records.”

Q Did you go find that deed?
A Yes, sir, | did.
Q And have you given that to the Board this

nmorning as wel | ?

A Yes, sir, | have.

Q And that...it has a 73 and a 581 circled
about a third of the way down.

MASON BRENT: He's just passing that now.

BENNY WAMPLER.  W're just now getting it. You're

alittle bit ahead of us.

MARK SWARTZ: (kay.

BENNY WAMPLER. W caught up on the first one.

Just wait until we get this one. kay.

Q On the deed that you went and found then
that is referenced in M. Richardson's deed is 73/589 and it
has a little circle around it about a third of the way down,
correct?

A That's correct.

Q And if you conme down for the Board nenbers
to kind of focus here, you can see |'ve got sone underlying
here. |Is there sone |anguage in this deed 73/589 that was

inportant to you with regard to fence corners and the mappi ng
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of this unit?

A Yes, sir. The corner began at a corner of
tract...lot 3 and 4 and that is that corner that's shown on
the exhibit just north of her house. It says, And down the

creek to the ower corner of his fence to sone birch sprout

| eaving the creek and up the hill to a black line. So, it

cane down the creek to that fence that we found. That's what

this deed is saying.

Q And that...and that fence then...com ng down

the creek, where would the starting point have been?

A The starting point would have been here.
That's the corner lot---.

Q Near the house?

A Near the house. W conme down the creek to

the fence that we found and then cone up with that fence

l'ine.

Q Ckay. And that is the reference in the
73/ 589---7

A That is correct.

Q ---that---?

A So, that---.

Q ---was a back reference in the Ri chardson
deed?
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A So, the...and that comes out of the 1900 and
what ever feet down the creek.

Q So, you addressed that issue because M.
Ri chardson brought it to your attention?

A That is correct.

MARK SWARTZ: That's all | have on that issue.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. |s that new information to you, M.

Ri char dson?

PAUL RI CHARDSON: Yeah, it is. According to ny

deed, it's even got...you all can look at it. It has got how
many pol es here and what degree and what angl es and
everything. This is the deed that was made to ny dad back in
1936. This Chris Horton, | guess, himand Gacie is the one
that signed it. So, where this conme from | don't know.
Because this is the deed that was the deed to ny dad right
here. And it's got...well, you can ook at it if you' uns
want to.

MASON BRENT: We have that right here.

BENNY WAMPLER:  Yeah, we have a copy of it.

PAUL RI CHARDSON: That's why | can't...how you're
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goi ng to decide which is which here?
MARK SWARTZ: Well, I'mnot trying to get you to

decide that. | just wanted to---.

BENNY WAMPLER:  We're not going to.

PAUL RICHARDSON: ['Ill be...you know.

MARK SWARTZ: |'mjust trying to show the Board

that, you know, we |isten to what people tell us and we do
our due diligence to try and give our best depiction of what
t hese deeds | ook |ike on the ground. That we have addressed
the issue that M. R chardson is raising. W haven't
adjudicated it. But this is our due diligence in that
regard. That's all. [I'mjust sharing that with you for that
pur pose only.

BENNY WAMPLER. Can you clarify for us, absent the

di scussi on about who's right and who's wong, where the |ine
is as far as having the parties properly identified? Do we
have the parties properly identified?

MARK SWARTZ: Les, have we got everybody in here?

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

BENNY WAMPLER. Do you have any di sagreenent with

that, that parties---7?

PAUL RI CHARDSON: W th what ?

BENNY WAMPLER. | 'm sorry. That the parties are
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correctly identified here.

PAUL RI CHARDSON: Over the | and?

BENNY WAMPLER: Yes.

PAUL RI CHARDSON: Yeah, that's okay. But the other

stuff I don't agree wth.

BENNY WAMPLER: | understand. W're not going to

try to nmake you do that either

PAUL RI CHARDSON: | just want to go on record,

okay, because if we have it surveyed, which we probably wll,
unl ess we can cone to sone kind of agreenents.

MARK SWARTZ: What we have done...we haven't tal ked

about this. If you'll look at the tract identification for
3C.
BENNY WAMPLER: I n the revised?

MARK SWARTZ: In the revised. Once you get down

past that point that we just referred to fromthe deeds, the
| ocation of that creek in relation to the road is in dispute.
We cannot resolve that dispute. W don't have a call that
lets us place that. So, we've got 3C here in conflict. You
know, there's a conflicting claim W' ve got |listing

Bel cher, right, and we're listing...or the R chardson
because, you know, we don't have an answer to that issue. W

can find the corner up above, you know, to finish off the
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tract 3B. But when you cone down in terns of whether
3C...1"msorry, whether 3A or 3B has that road as it cones
south, we've carved out a tract 3C and said title to that is
up for grabs. W can't...we don't...we can't place it with
the information that's available. So, those people are
present in front of you, you know, as respondents or as the
peopl e we've got |leases from But we don't know where that
line is.

PAUL RI CHARDSON: Can | say sonet hing?

BENNY WAMPLER: Yes, sir.

PAUL RI CHARDSON: Ckay, if we go back at the

begi nning, survey up the creek, that's going to sol ve that
right-of-way that he was just tal king about where they put in
two drai npi pes across the road now, which it used to be one
bridge and then it was in the creek. That would show t hat
that road is...between the two drain pipes that is still yet
on our property. But fromwhere our property starts, where
the county works that road up to Dolly Bel cher, ny dad never
did sign no right-of-way at all. So, county just...they just
put the road in because it says they went back over there and
checked that out for nme in Bristol and said they went back to
1926 and ny dad has never signed not hing.

MARK SWARTZ: The other problemis 670 is a county
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road. So, | nean, we're tal king about the m nerals under
t hat road.

PAUL RI CHARDSON: Partial way.

MARK SWARTZ: | understand. |'mjust saying, you

know, the county has been naintaining that road. So...
mean, this is... M. R chardson has far, as we can tell, you
know, a legitimte concern south of 3B as to the mnerals
under that county road. And we are not suggesting in any
way, shape or formthat we've got an answer to that. You
know, | think...you know, working sonething out with his
nei ghbor or survey is...you know, is what he needs to do in
that regard because we don't have deed calls for a survey
that will allow us to do that. And part of the problemis
we're not sure if that creek has been noved. W just don't
know.

BENNY WAMPLER:  And you did confirmearlier that

you have added two new tract identifications here in this
plat, 1C and 3F?
MARK SWARTZ: Right. |'mnot sure that 3F wasn't

there before, M. Chairman. It nay not have been. | know 3C
is new No, 3F was not there. You're right.

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.
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PAUL RI CHARDSON: | have one nore question.

BENNY WAMPLER: Yes, sir.

PAUL RI CHARDSON: Now, this road that goes up that

you just put in, is that the end where it is now or do

you...going to extend farther up or where does it go from

t here?

MARK SWARTZ: Well, it's shown on the map, M.
Ri chardson, it goes quite a ways. If I'm..if | have the
ri ght road.

PAUL RI CHARDSON: Well, it's---.

MARK SWARTZ: If | have the right road in m nd.

Are you tal king about this?

PAUL RI CHARDSON: |Is that the new road they put in?

MARK SWARTZ: Yeah. This is---.

PAUL RI CHARDSON: So, it's going all the way to the

top of the nountain.

MARK SWARTZ: Here' s---.

PAUL RI CHARDSON: Yeah, | know where it's at.

MARK SWARTZ: This is this road, okay. And then

this---.

PAUL RI CHARDSON: It goes up there and then goes

back to the left.

MARK SWARTZ: Right. Right.
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PAUL R CHARDSON: That's what | wanted...it'll

eventually go all the way up to the top of the nountain?

MARK SWARTZ: | don't know. WII it?

LESLIE K ARRINGTON: At this tine, it does not.

It only accesses as a drip |ocation.

PAUL RI CHARDSON: Well, | mean, according to your

drawi ng t here.

MARK SWARTZ: |s that drip location on this---?

LESLIE K. ARRINGTON: No. It's on up here. It's

on up.

MARK SWARTZ: It's on up past the unit boundary

t hough?
LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: (Okay. So, it goes...currently it's up

past this |ine.

PAUL Rl CHARDSON:  Ckay.

LESLIE K. ARRINGTON: Right now | have no further

plans for it.

PAUL RI CHARDSON: Well, | just asked to find out

for sure

BENNY WAMPLER. Do you have any ot her questions for

him M. R chardson?

PAUL RI CHARDSON: That will be all right now.
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BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: I n this revised exhibit that you

handed out, is the information here that has changed that we
need to tal k about that you haven't?

MARK SWARTZ: | don't think so. You know, other

than | odging of record, it's pretty self evident.

LESLI E K. ARRI NGTON: It takes into account that

3F, 3---.
MARK SWARTZ: 3C.

LESLIE K. ARRINGTON: ---C, 3B---.

DAVID M LLER. And the percents.

LESLIE K. ARRINGTON: And this changes the acreages

and percent ages.

BENNY WAMPLER. Do you want to go over Exhibit A,

page two with hinf

LESLI E K. ARRI NGTON

FURTHER DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You filed a revised Exhibit A page two

today, is that correct, Les?
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Yes, we have.

Q And could you sumrarize for the Board what
you...what interest you've obtained and what interest you
| ack and need to pool ?

A Just a second. Yes, we have 100% of the
coal owners' coal bed nethane claimleased. W have 72.812%
of the oil and gas owners' coal bed nethane claim W're
seeking to pool 27.188% of the oil and gas owners' claimto
coal bed net hane.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARK SWARTZ: Well, | assunme M. Canpbell is here

for a reason.

SAM CAMPBELL: Not this one.

MARK SWARTZ: Oh, okay. You're not...well, we've

got three conbi ned.

SAM CAMPBELL: Ckay. |'mhere for 35.

MARK SWARTZ: Okay. Wiy don't we deal with that

because I"'mnot...l"'mnot offering testinony with regard to
35. |'ve already done that.

SAM CAVPBELL: Ckay.
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MASON BRENT: So, before you get started, you have

no revisions for 35 or---.

MARK SWARTZ: | don't believe we do.

MASON BRENT: ---EE-35 or FF-357?

MARK SWARTZ: Correct.

BENNY WAMPLER: Go ahead.

SAM CAMPBELL: M. Chairman, ny...this is Sam

Canmpbell again. M interest is with docket nunber six...item
nunmber six, unit EE-35, which is the docket nunber, | ust
going to get the last four nunbers, 1056. 1'd |like to ask

M. Arrington a few questions, if | nay.

CRCSS EXAM NATI ON

QUESTI ONS BY MR CAMPBELL:

Q M. Arrington, in your exhibit...in the
petition, particularly let's look at Exhibit A This is a
unit map. And ny particular concern is tract nunber 4 as
identified on that unit map. How are the boundaries and
acreages within a unit, in general, determ ned and
specifically for tract nunber 4?

A Those are platted according to the deed

descriptions that are on record. W have a title opinion
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run. W trace back the entire chain. 1It's plotted according
to the deed description and fitted to the topograph...
t opogr aphy that we have.

Q kay. So, it...what you...what you take is

a deed description, you put it in a conputerized plotting

di agr anf

A Basically, yeah. Basically, that's what we
do.

Q Basi cal | y.

A And if there's sone sort of question arises,

a person such as David MIler would go out in the field if
he...if they feel that, you know, we can't get this on the
map quite, right they will go to the field and attenpt to
find evidence in the field and plot it on the map.

Q And if there are overl aps, gaps,
i nconsi stency, what do you do there?

A As you seen just in EE-34, we will generally
show t hose as overl aps.

Q Ckay. Well, ny concern is this, sub-
par agraph seven of the Virginia Admnistrative Code 25-160-
70, states, "The applicant shall file the map, which is
certified by a licensed | and surveyor or a licensed

pr of essi onal engi neer and attested to by the applicant to
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formany existing orders issued by the Board." There's a
notation on the top of each of these plats that the
properties were taken from maps provided by CNX Land
Resources, a subsidiary of CNX Gas and Q| and Pocahont as
Gas, dah, dah, and were not surveyed. So, the nunbers that
you have may or may not be accurate, is that correct?

A It's the best estimate we can give you, yes.

Q Ckay. But they are not certified by a
surveyor ?

MARK SWARTZ: They're certified by a |icensed

pr of essi onal engi neer.

Q Ckay, but not based upon a survey?

A What ever is on record in the Courthouses.
Q Ckay. They're based upon cal cul ati ons?
A Yes.

Q Esti mat es?

A Esti mates, you know, as best as we can nap
it according to typography.

Q Or, again, sticking with unit EE-35, the
cost estimate shows, and this was referred to, | think, in
t he August neeting by nme, it shows a total of $47,500 for
| ocation, title, etc. That seens to be your standard nunber,

is that correct?
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A Yes, sir. W try to...that's our average

site cost.
Q Uh- huh
A And that's what we try to work by.
Q Is this is a map for cost incurred past, or

to be incurred future, or sone conbination of the two?

A It will be a conbination of the two and what
you would find if, in fact, soneone decides to be a
participating or carried operator

Q Uh- huh

A We are required to file a revised well cost
as drilled. W would do that.

Q For six contiguous units, which is the case
here for EE-34, 35 and 36 and FF-34, 35 and 36 you' ve
got...that would total $285,000 in location and title costs
for units in which Pocahontas Gas clains at |east 80%
ownership. How could you incur that...legitimtely incur
that much cost if you al ready have 70% of the ownership, a

m ni mum 70% ownership in all those units?

A |"mnot quite sure of your question.
Q It may be rhetorical
A | think what you're asking is two hundred

and eighty sone dollars cost on title and construction, is
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that what you're---?
Q Well, if location includes...is that...

recall you stating fromyour prior testinony road---?

A Road construction and site construction,
yes.

Q $285, 000?

A Yes, sir. It does.

Q M. Arrington, you' ve testified previously

and today that the standard royalty is $1 per acre per year

pl us a one-ei ghth production, is that correct?

A That's correct.
Q Ckay, is that a standard pooling royalty or
is that the standard royalty that you will offer for

consensual | eases?

A That's our standard | ease offer that we
make.
Q s it possible---?
A We...that's our standard offer.
Your conpany does not make an offer of $5
per acre?
A Yes, sir.
It does?
A For oil and gas, coal bed net hane.
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Q For oil, gas and coal bed net hane?

A That's correct.

Q Ckay. But you're saying it's only a $1 per
acre for coal bed net hane?

A That's correct.

Wi ch has the greater value to your conpany?

A Vell---.

Q In terns...in terns of---?

A In terms of this unit?

Q Yes.

A In terms of this unit?

Q Yes.

A At this tinme, the $1 per acre because we're
only---.

Q No, I'mtal king about the oil, the gas or

t he net hane?

A W're...at this tinme in this area we're only
produci ng coal bed net hane.

Q Ckay. M last question involves the person
whom you have listed as owning an interest in the oil and gas
in tract nunber 4 for unit EE-35, which also spills over into
EE- 36, which is the reason | asked that they be conbi ned, and

"Il address that in a nonent. Are you satisfied that you
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have listed all the owners of...actual potential owners of
tract...for tract nunber 4 in your application for EE-35?

A As best as we can tell. |If there is
addi ti onal evidence that you'd have, we'd certainly review
that information and submt the revised exhibits accordingly.

SAM CAMPBELL: M. Chairman, that's all the

guestions | have at this tinme. But | would like to request
the Board to table any action on this application, this one
al one, for EE-35, docket nunber six, until the hearing is
concl uded on nunber twenty-seven...itemtwenty-seven on the
docket. Those are contiguous parcels in which |['mhere
representing the parties interested. Tract nunber 4 that's
shown on Exhibit A for EE-35 al so goes over into the 36. And
there is a nethod for ny madness because the owners of tract
4 in each unit would presunably be the sane, but they're not,
according to the applications.

BENNY WAMPLER:  You don't have any...an issue with

FF-35, is that correct? W also called that nunber

SAM CAMPBELL: No, sir, none at all

BENNY WAMPLER: Do you have any objection to

tabling that, M. Swartz?

MARK SWARTZ: Not as |long as we get a decision when

we get to the next one.
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BENNY WAMPLER: | just wanted to nake sure if there

was, we had it on the table. The Board can consider that in
any of your notions that it chooses to nmake. 1Is there a
nmotion in these cases?

(No audi bl e response.)

BENNY WAMPLER: Let ne say this before that, |

haven't heard additional questions and answers. Wre there
further questions the Board wi shed to ask?
(No audi bl e response.)

BENNY WAMPLER: If not, then is there a nobtion?

MASON BRENT: M. Chairman, based on the testinony

we' ve heard today and what we heard back in August, | nobve
that we grant the applications ending in docket nunber 1055,
whi ch is our agenda item nunber five, and docket nunber 1057,
whi ch is our agenda item nunber seven.

KEN M TCHELL: | woul d second his notion

BENNY WAMPLER.  And followup with the request to

table the 10567
MASON BRENT: Yes, sir.

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.
(No audi bl e response.)
BENNY WAMPLER:  Ckay, you have approval. Nunber
SiXx...itemnunber six is tabled. Do you want to take a five

m nute recess?
(Menbers indicate affirmatively.)

BENNY WAMPLER: We'll take a five m nute break.

(Recess.)

BENNY WAMPLER. The next itemon the agenda is a

petition from Pocahontas Gas Partnership for pooling of a
coal bed net hane unit under the Oakwood Coal bed Met hane Gas
Field | order identified as AZ-110, docket nunber VGOB-02-
09/17-1070. M. Swartz, | believe you asked to conbi ne sone
ot hers.

MARK SWARTZ: Yes. |If you could conbine...this is

docket nunber eight, with nine, ten and twenty-si X.
Actually, these are Mddle Ridge units, M. Chairmn.
BENNY WAMPLER. Ckay. |Is eight Mddle Ri dge, al so?

MARK SWARTZ: Yes.

BENNY WAMPLER:  Correction, that was M ddl e R dge |

Coal bed Met hane Gas Field order. The others that have been
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requested to be conbined, I'll go ahead and call themnow, is
a petition from Pocahontas Gas Partnership for pooling of a
coal bed net hane unit under Mddle R dge | Coal bed Gas Field
order identified as AZ-113, docket nunmber VGOB-02-09/17-1071;
BA- 110, docket number VGOB-02-09/17-1072...1 believe you said
twenty-six, is that right?

MARK SWARTZ: Twenty---.

BENNY WAMPLER: And the other one is BD 116, is

that correct?

MARK SWARTZ: Yes.

BENNY WAMPLER: Ckay. Docket nunber VGOB-02-10/ 15-

1082. If you're follow ng docket nunbers, those of you that
are here, we just had a request to conbine eight, nine, ten
and twenty-six. W'd ask the parties that wish to address
the Board in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you're still under oath. Do you
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under stand that?
Yes.
Ckay, you need to state your nanme agai n.

Leslie K  Arrington.

o > O »F

The applicant on these four units is

Pocahontas Gas Partnership, is that correct?

A Yes.

Q And are you here on the applicant's behal f?
A Yes, | am

Q Who do you work for?

A CNX Gas Conpany.

Q Did you either prepare these applications

and notices and related exhibits or were they prepared...or
have them prepared under your supervision and direction?

A Yes.

Q And have you, in fact...are you the fell ow
that signs the notices and the applications?

A Yes, | am

Q These four units are all Mddle Ri dge units,
is that correct?

A That's correct.

Q And if I'"mnot m staken, they al

contenpl ate one frac well?
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A Yes.

Q And the frac well in each instance, |
believe, is located inside the drilling w ndow?

A Yes, it is.

Q And these frac wells woul d expect then to

produce dependi ng on whether or not the Jawbone is above or
bel ow drai nage fromthe Jawbone or the next seam bel ow
drai nage down to where?

A To the top of the Red and Green incl uding

all Pocahontas formation.

Q Ckay. The Red and Geen shells?
A Yes.
Q Now, Pocahontas Gas Partnership is a

Virginia General Partnership, is that correct?

A Yes, it is.

Q Does it have two partners?

A Yes, it does.

Q Are they Consolidation Coal Conpany and

Consol Energy, Inc.?

A Yes, they are.

Q Wo is it that the applicant is requesting
be designated unit operator by the Board?

A Pocahont as Gas Part nershi p.
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Q | s Pocahontas Gas Partnership authorized to
do business in the Commonweal t h?

A Yes, they are.

Q And Pocahontas Gas Partnership registered
with the Departnent of Mnes, Mnerals and Energy and does it
have a bl anket bond on file?

A Yes, it does.

Q Have you listed the nanes of the
respondents, the people that you' re seeking to pool in each

noti ce of hearing?

A Yes, we have.

Q Do you want to add anybody at this tinme?
A | don't believe so.

Q It looks like in one unit we nay want to

subtract sone people, however, correct?

A BA- 110.

Q Ckay. Let's look at Exhibit B-2, which was
filed today to BA-110. Do you see that?

A Yes, we did.

Q Ckay, are you requesting that the Board
di sm ss four respondents fromthe pooling application
pertaining to BA-110?

A Yes, we are.
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Q And why...what's the reason?

A They were | eased.

Q And those fol ks are naned, and the reason
for dismssal is stated in Exhibit B-2 that was fil ed today
with regard to BA-1107?

A That's correct.

Q And with regard to the other units that have
been conbi ned for hearing here, you don't have any further
requests to dism ss?

A No, we do not.

Q What did you do to notify the respondents of
t he hearings?

A Ckay. It was nmailed by certified
mai |l /return recei pt requested. The mail...it was mailed
August the 16th of 2002 and published in the Bluefield Daily
Tel egraph on August the 26th of 2002. That was for AZ-110.

Q Ckay.
A Do you want ne to go through each one?
Q Go ahead and go through each one in terns of

mai | i ng and publication.

A Ckay. BD- 116, it was nmil ed Septenber the
13th of 2002 and published in the Daily Tel egraph on
Septenber the 25th of 2002. BA-110 was nai |l ed August the

69



© 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

16th of 2002 and published in the Daily Tel egraph on August

the 26th of 2002.

And AZ-113, published in the Daily

Tel egraph on 8/26/02 and | believe it was mail ed on August

August what ?

The 13t h.

Ckay.

August the 16th, |I'msorry.

Have you filed the proofs of publication

that you received fromthe various newspapers wth the Board

t he 13th.
Q
A
Q
A
Q
t oday?
A
publ i sh?
A
A
map.
Q
mai | ?
A

appl i cation.

Q

Yes, we have.

And when you published, what did you

The notice of hearing

When you published, what did you publish?

The notice of hearing and attached | ocati on

Ckay. And when you nuil ed, what did you

W mailed the notice of hearing and the

And t he exhi bits?
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A And attached exhibits, yes.

Q And have you filed records with regard to
the mailing in terns of the receipts and a listing of who was
mai l ed to and the dates and whet her or not they signed for
that wwth the Board today?

A Yes, we have.

Q Okay. Do you have standard | ease terns that
you offer to fol ks when you are attenpting to | ease coal bed
met hane?

A Qur standard ternms are $1 per acre per year
for a coal bed nmethane | ease with a $5 year paid up termand a
one-ei ghth production royalty paynent.

Q And woul d you request that the Board utilize
those terns in any order that it mght issue with regard to
fol ks who are deened to have been | eased?

A Yes, we woul d.

Q Let's...let's take these units now one at a
ti me because there's sonme information that we need to...that
we need to get. Let's start with, we'll just work through
this together, Les, AZ-110, okay. This is a Mddle R dge
unit, correct?

A Yes, it is.

Q How many acres are in this one?
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A 58. 74.

Ckay. And, again, the plat shows the
drilling window and you've got the well just inside of it?
Yes, it does.

Q There are no revised or anended exhibits
pertaining to AZ-110, correct?

A That's correct.

Q | f you |l ook at Exhibit A page two, in the
original application, could you tell the Board what...what
interest the applicant has acquired and what interest what
they're seeking to pool?

A Yes, we've |eased 94.9574% of the oil and
gas owners' claimto coal bed nethane. W' ve |eased 100% of
the coal owners' claimto coal bed nethane. W're seeking to
pool 5.0426% of the oil and gas owners' claimto coal bed
met hane.

Q Have you provided an estimate with regard to
costs for AZ-1107?

A Yes, we have. An estimated cost is
$233,484.98, drilled to a depth of 2,465.20 feet. |Its permt
nunber is 5150.

Q And when was it drilled?

A February 8 of 2002.
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Q Continue on here, let's ook at Exhibit..
let's go back and | ook at Exhibit B-3 for a nonent. In tract
1J, it looks like there's a requirenent of escrow because
we' ve got sone unknown heirs, correct?

A Yes, that's correct.

Q And then if we turn further back in both of
the exhibits, we also have an Exhibit E, correct?

A We do.

Q And that...and Exhibit Elists the
conflicting clains that would require escrow, is that
correct?

A It does.

Q And each of those tracts is set forth in
that five page exhibit?

A Yes, it is.

Q Al so, |l ooking at the original application
it appears that sone of the conflicting claimnts have

entered into royalty split agreenents, is that true?

A Yes, we have.

Q And are they listed on Exhibit EE?

A Yes, they are.

Q And woul d your request to the Board be that

with regard to the fol ks who have made agreenents to split
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royalties, that you not be required to escrow those funds but
be allowed to pay them according to their agreenents?

A Yes.

Q kay, let's go to AZ-113. Now, AZ-113 has
one revised exhibit, which is Exhibit A page two, correct?

A Yes.

Q Let's start with that. Could you summari ze
for the Board the interest that the applicant has acquired
and the interests that are sought to be pool ed here?

A Yes. The coal, oil and gas owners' claimto
coal bed net hane, we have | eased 62.6746% W're seeking to
pool 37.3254% of the coal, oil and gas owners' claimto
coal bed net hane.

Q And we're al so seeking to pool the sane
anount because we've | eased the sane anbunt with regard to
the oil and gas, is that correct?

A That's correct.

Q Continuing on with AZ-113, this Mddl e R dge
unit is how many acres?

A 58. 74.

Q And have you provided a well cost estimate
wth regard to AZ-113?

A Yes. $233,801.93, drilled to a depth of
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2,550.40 feet, drilled on Septenber the 17th of 2001.

Q And the permt?
A 4953.
Q Now, | ooking at Exhibit B-3, which is just

ahead of the well cost estimate, it shows that we have sone
unknown heirs, correct?

A It does.

Q So, intract 2, there's a requirenent of
escrow sinply by virtue of that, correct?

A That's correct.

Q Conti nui ng on through the exhibits, you've
got an Exhibit E, right?

A Yes.

Q And those unknown heirs are actually in
conflict. So, there's two reasons why their funds need to be
in escrow?

A That's correct.

Q And there is no Exhibit EE, which indicates
to me there are no split agreenents that we need to take into
consider with regard to this particular unit?

A | believe that's correct.

Q Turning to unit BA-110, there are severa

revi sed exhi bits?
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A Yes, it is.

Q And | assunme that that's a result of having
| eased sone people between filing for pooling and today?

A That's correct.

Q Let's turn to Exhibit B-2 in 110, and we
tal ked about this a few nonents ago, but Exhibit B-2
i ndicates that since you filed this application, you' ve
| eased four people?

A That's correct.

Q Exhibit B-3, | assune, is adjusted to delete

themfromthe |ist of people that you' re seeking to pool?

A Yes, it is.
Q And what is the change then with regard to
BA-110...1"'msorry, with regard to Exhibit A page two, the

| ast revised exhibit?

A W have 100% of the coal owners' claimto
coal bed net hane | eased. W have 95.2296% of the oil and gas
owners' claimto coal bed nethane | eased. W're seeking to
pool 4.7704% of the oil and gas owners' claimto coal bed
met hane.

Q And if we conpare that to the original
application in Exhibit A page tw, that was prepared on

August the 13th that shows the additional |eases anount to
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roughly a percent and a half or so---?

A That's correct.

Q ---that you don't need to pool ?

A Correct.

Q Also, with regard to BA-110, what size is

this unit? How many acres?

A It should be 58.74...58.76.

Q Looking at Exhibit B-3, it |ooks |ike you've
accounted for everyone and have nanes and addresses for
everybody, is that correct?

A | believe that's correct.

So, there's no need for escrow in that
respect ?

For unknowns, that's correct.

Have you provided the Board with a well cost
estimate?

Yes.

What is that?

A $233,157.19, drilled to a total depth of
2,550 feet, drilled January the 14th of 2002, permt nunber
5106.

Q And we've got an Exhibit E, which would |i st

the various tracts that have conflicting ownership clains,
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correct?

A
Q

Yes, it does.

And that would require...indicate a

requi renent of escrow for that reason?

A
Q

correct?

That's correct.

And then we al so have an Exhi bit EE,

Correct.

And what needs to be done in that regard?

Those owners will be paid according to their

| ease and royalty split agreenents.

Q

Ckay, so there's no requirenent of escrow

for those conflicting owners because they've reached an

agr eenent ?

A
Q

That's correct.

Turning to the last one that you conbi ned

here, which is BD 116.

A.
Q

Ckay.

All right. W have a...we have no revised

exhibits that were filed today with regard to that unit, is

that correct?

A
Q

Correct.

However ,

when it was noticed for today there
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was an anmended notice that got filed sonetinme ago with the

Board---7?
A Yes.
Q ---correct?
A Uh- huh.
Q And does that anended notice list all of the

fol ks that you're seeking to pool with regard to BD 1167
Yes, it does.

How many acres in BD 1167

58. 74.

o > O »

And if you'll turn to Exhibit A, page two,

=

and tell the Board what interest you' ve acquired and what
interest you're seeking to pool?

A We have 100% of the coal owners' claimto
coal bed nethane | eased. W' re seeking...we have 99. 88% of
the oil and gas owners' claimto coal bed net hane | eased.

We're seeking to pool 0.12% of the oil and gas owners' claim

t o coal bed net hane.

Q In Exhibit B-3, we've got one address
unknown?

A Yes.

Q Presumably, you're ultimately going to be

able to find him | would think?
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A Well, we would hope. We'll...yeah, he's in

jail.
Q He's probably not novi ng?
A Ri ght .
Q Ri ght, okay. But at |east tenporarily

there's a requirenent of escrow because of an unknown
addr ess?
A That's correct.
Q Wth...turning through the exhibits, have

you provided the Board wwth a well cost estimate?

A Yes, we have.
Q And what is that?
A $234,645.82, to a depth of 2,534.60 feet.

It was drilled on May the 27th of 2002, and its permt nunber
was 5300.

Q And we've got an Exhibit E which lists the
fol ks who have conflicting clains in the tract or tracts that
they're in that require escrow, is that correct?

A That's correct.

Q And, again, we've got an Exhibit EE and
what's the purpose of that exhibit?

A To list the owners that have cone to a

royalty split agreenent and we'll pay according to the

80



© 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

royalty split agreenent and | ease terns.

Q And it won't require escrow for thenf
A For them
Q kay. Is it your opinion that the plan for

devel opnment that's disclosed by these four applications and
the exhibits that acconpany themis a reasonable plan to
devel op the coal bed net hane under and within these four
uni ts?

A Yes, it is.

Q And given the | ease activities that you' ve
been successful on and the folks that are listed as

respondents in these applications, is it your opinion that

all claimants and owners will have their correlative rights
protected if this pooling...if these pooling applications are
approved?

A Yes, they wll.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MASON BRENT: M. Arrington, are you still not able

to narrow the range on your reserve estimte?

LESLIE K. ARRINGTON: It is actually an estimate,

you know. We could probably narrowit, but I certainly
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woul dn't feel confortable in narrowi ng the range because we
do have | ow producers and then at tinmes we do have better
producers. In general, md to | ow

MASON BRENT: |s this sonething you trend? Do you

track?

LESLIE K ARRINGTON: We certainly...we | ook at

that and attenpt to locate the wells in the better |ocations,
but coal bed net hane, you can be anywhere fromfive or six MF
a day to five hundred. So, you know, and in sone areas we'l]|
have | ow nunbers and then you'll have...all of a sudden
you' Il have one or maybe two wells that will be big
producers. So, to say that can we trend it, maybe in
relative ternms, but to narrow it down any nore, no.

BENNY WAMPLER. Ot her questi ons?

(No audi bl e response.)

BENNY WAMPLER: You nentioned, | believe it was M.

Hess, you know he's in jail. But you have an address
unknown.

LESLIE K. ARRINGTON: Yes, sir. Once they found

that he was in jail---.
(M. Arrington confers with Anita Tester.)

LESLIE K. ARRINGTON: Anita advises ne that he

wasn't allowed to have any correspondence sent to him So,
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BENNY WAMPLER:  okay.

MASON BRENT: Do you know what jail he's in?

(M. Arrington confers with Anita Tester.)

MARK SWARTZ: WAs that a yes?

LESLI E K ARRI NGTON: We do...we do know what ---.

MARK SWARTZ: Let's put Anita under oath.

(Anita Tester is duly sworn.)
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ANI TA TESTER

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nanme for us.
A Anita Tester.
Q Les has been asking you questions and you've

been giving himanswers with regard to the fell ow that nay be

i ncarcerated, correct?

A Uh- huh.

Q Do you know what jail he's in?

A W are aware...| couldn't tell you what it
is right now, but I do know. | have docunentation back at

the office.

Q Ckay. But you have | earned where he is?
A Yes.
Q WIl you ultimately be filing with the

suppl enental order an address for hinf

t he Boar d?

A Yes.
BENNY WAMPLER:  Any ot her questions from nenbers of

(No audi bl e response.)
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BENNY WAMPLER:  Just kind of a followup, you' re

the attorney that advised. But, | nean, | would think you'd
have an obligation to mail it and if they don't let himsee
it, that's their problem

LESLIE K ARRINGTON: We've run into incarcerated

peopl e before and had problens with it.

ANl TA TESTER: Well, there's another issue that he

is not allowed to nake any noney while he's there. | nean,
so sending himthis probably woul dn't do any good anyway.
"' mnot sure exactly what the rules are. | was just told
that by a | ayman.

MARK SWARTZ: We're going to file his address. So,

we're going to mail to himin the future.

BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: O her than to observe that the

reason, unlike sonme other applicants, that we publish and
mail as sort of a belt and suspenders. So, that if | get
here and di scover these kind of things, at |east we've
potentially given people notice. And you'll notice that we

al ways do both. But we will get this gentleman on our
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mai ling |ist.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: Motion for approval, M. Chairnman,

of the four call ed out docket itens.

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi ons?
(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 Pocahontas Gas Partnership
for pooling of a coal bed nethane unit under the OGakwood
Coal bed Methane Gas Field | order identified as DD 36,

| ocated in the Maiden Springs New Garden District, docket
nunber VGOB-02-09/17-1073. 1t's item nunber el even on the
Board's agenda. The parties that wish to cone and address
the Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. And

would like to combine this with the next docket item which
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is twelve, and also with twenty-seven, which is the unit that
M. Canpbell is interested in as well.

BENNY WAMPLER:  Any obj ection to that?

SAM CAMPBELL: That's fine, sir

BENNY WAMPLER: Ckay, |'ll go ahead and call the

other two. A petition from Pocahontas Gas Partnership for
pool i ng of a coal bed net hane unit under the Cakwood Coal bed
Met hane Gas Field | order identified as FF-30, docket nunber
VAEOB- 02- 09/ 17-1074. And you said twenty-seven, is that
correct?

MARK SWARTZ: Yes.

BENNY WAMPLER.  Twenty-seven is unit EE-36, docket

nunber VGOB-02-10/15-1083. W'd ask the parties that wsh to
address the Board in these matters to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

SAM CAMPBELL: Sam Canpbell, and ny concern will be

with only docket nunber twenty-seven, which is...or agenda
nunber twenty-seven, which is docket nunber ending in 1083.

BENNY WAMPLER:  Thank you.

(Anita Tester distributes exhibits.)
(Board nenbers confer anong thensel ves.)

BENNY WAMPLER:  You know, for efficiency purposes,

87



© 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

just to announce here since they've brought the food, we

ordered so we could kind of expedite things, those of you

that...l think Equitable is up next after we do these. |If
you want to go get lunch and be back at 1:00, we'll be...
mean, it's your call. But we'll break after this and

reconvene at 1:00 o' cl ock.
JIMKISER  Onh, okay.
MARK SWARTZ: Are you continuing anything or what

are you doing so | have a feel for it?

JIMKISER Wll, we're going to do thirteen
fourteen, fifteen and sixteen and then we'll w thdraw
sevent een, ei ghteen and ni neteen and be heard on your twenty-
three, twenty-four and twenty-five.

MARK SWARTZ: (kay.

JIMKISER And then we're going to do twenty and
twenty-nine and thirty. But you'll be---.

MARK SWARTZ: (Ckay.

JIMKISER You'll just have three escrows in front
of that. If you want to go ahead...if you can get those done
while |'m gone---.

MARK SWARTZ: (Okay, but at |east...you' ve got quite

a bit after the break?

JIMKISER  Right.
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1 BENNY WAMPLER: | just wanted---.

2 MARK SWARTZ: (Ckay, great. Right.

3 BENNY WAMPLER: - --people know if you want to get

4 lunch or sonething dependi ng on where you are on the agenda,

5 that we'll be breaking---.

6 JIMKISER And that way we can get right back on
7 it

8 BENNY WAMPLER: Be back and ready to go.

9 MARK SWARTZ: That worKks.

10 BENNY WAMPLER:  Ckay, you may proceed.

11 LESLI E K. ARRI NGTON

12 DI RECT EXAM NATI ON

13 QUESTIONS BY MR SWARTZ:

14 Q Les, we're going to be tal king about DD 36,
15 FF-30 and EE-36, correct?

16 A That's correct.

17 Q And the applicant in these three pooling

18 applications is what conpany?

19 A Pocahont as Gas Part nershi p.

20 Q | s Pocahontas Gas Partnership a Virginia

21 General Partnership?

22 A Yes, it is.
23 Q Does it have two partners?
24

89



© 00 N o o b~ w N P

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

)
1

A Yes, it does.

Q Are those partners Consolidation Coal
Conmpany and Consol Energy, Inc.?

A Yes, it is.

Q Wio is it that the applicant is asking the
Board to appoint as the designated operator?

A Pocahont as Gas Part ner shi p.

Q | s Pocahontas Gas Partnership 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 by | aw?

A Yes, it does.

Q Have you listed in the notices with regard
to these three units, the folks that you are seeking to pool?

A Yes, we have.

Q And if I"mlooking at the exhibits that were
tendered to the Board today and understanding them it
appears to ne that there are no revised or anended exhibits
t hat have been given to the Board today, is that correct?

A That's correct.

Q Can | assune then that you don't w sh to add
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any respondents or dism ss any respondents from any of these

appl i cations?

A That's correct.

Q These units are all OGakwood | units, is that
correct?

A That's correct.

Q And, in general...not in general, and do

each of these applications contenplate one well per unit?
A Yes, it does.
Q And are the locations of these wells all

inside the drilling w ndow?

A Yes, they are.

Q The unit DD-36 is an 80 acre unit, is that
correct?

A Yes, it is.

Q FF-30 is a larger nmakeup unit?

A That's correct.

Q How nmany acres?

A 89. 46.

Q And unit EE-36 is how many acres?

A 80 acres.

Q And each of these frac wells woul d produce

fromthe Tiller on down to the red and green shells, is that
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correct?

A That's correct.

Q What did you do to advise the respondents of
t hese hearings?

A For DD-36, it was mail ed August the 16th of
2002, published in the Daily Tel egraph August the 26th of
2002. For EE-36, it was nailed Septenber the 13th of 2002,
and published in the Daily Tel egraph Septenber the 26th of
2002. And FF-30 was nmail ed August the 16th of 2002, and
published in the Daily Tel egraph August the 26th of 2002.

Q And have you filed with the Board this
nmorni ng the proofs of publication that you received fromthe
newspaper s?

A Yes, we have.

Q And have you also filed proofs with regard
to mailing?

A Yes, we have.

Q Let's turn to DD-36, if you could find
Exhibit A page two and tell the Board the interest that the
applicant's acquired and the interest that you' re seeking to
pool .

A In unit DD 36, we've acquired 100% of the

coal owners' claimto coal bed net hane and 97.5125% of the oi
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and gas owners' claimto

coal bed nethane. W're seeking to

pool 2.4875% of the oil and gas owners' claimto coal bed

met hane.

Q Continue on here to Exhibit B-3, everyone is

accounted for in terns of names and addresses, correct?

A. Yes, that's correct.

Q And then the next exhibit, Exhibit C is

t hat your cost estinmate?

A. Yes. The estimated cost is $244,587.57,

drilled to a total depth
Novenber the 7th of 2001.
Q And Exhi

of 2,471.10 feet. It was drilled on
Its permt nunber is 50. 86.

bit E would be an indication that

escrow is required for the tracts identified in Exhibit E

because of conflicting clains?
A That's correct.
Q And there is no Exhibit EE which would

indicate there are no sp

it agreenents to account for?

A. That's correct.

Q Tur ni ng
BENNY WAMPLER

to unit FF-30---.

Let nme just say to the Board, as we

go through, if you have any questions at all, let's just get

themas we go at any tine. 1'll just reiterate that since we

have sone new nenbers.

Just go ahead and interrupt.
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Q Les, if you would find Exhibit A page two,
to FF-30 and tell the Board about the interest you' ve
acquired and what you're seeking to pool.

A Yes. W have | eased 93.9414% of the coa
owners' claimto coal bed net hane and 69. 3830% of the oil and
gas owners' claimto coal bed nethane. W' re seeking to poo
6. 0586% of the coal owners' claimto coal bed nethane and
30.6170% of the oil and gas owners' claimto coal bed net hane.

Q Turning to Exhibit B-3, it |ooks |ike you

have accounted for everyone by nanme and address, is that

correct?
A Yes, we have.
Q Exhibit Cis your cost estinate?
A Yes, it is. $230,789.28. |It's permt

nunber is 5275. It was issued on March the 12th of 2002,
drilled May 13th of 2002 to a total depth of 2,202.50 feet.

Q Exhibit E indicates that with regard to the
tracts listed in that Exhibit, there are conflicting clains
that require escrow, correct?

A Yes...yes, it is.

Q And with regard to FF-30, there is
apparently...there is apparently a split agreenent?

A. Yes, it is.
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Q Wth regard to Tract 1B?

Yes.

And woul d you request that the Board all ow
you to pay those folks that are identified in Exhibit EE in
accordance with their settlenent agreenent settling on your
clains?

Yes, | woul d.

Q Wth regard to now EE-36, if you could find
Exhibit A page two---.
KEN M TCHELL: M. Chairman---7?

BENNY WVAMPLER M. Mtchel | ?

KEN M TCHELL: ---could |I ask one question back on
FF- 30?

BENNY WAMPLER:  Yes, sir.

KEN M TCHELL: If | heard the nunbers right, and if
| didn't, | apologize, but if |I heard the nunbers right, you

drilled the well 300 feet deeper than you had originally

anticipated. You had anticipated drilling 1892 and you
drilled 2200. 1Is that because of the contract drilling of
310 feet?

LESLIE K. ARRINGTON: Well, you'll notice that

there was 310 feet of---.

KEN M TCHELL: 12", yes, sir.
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LESLIE K. ARRINGTON: ---12" drilling and then 1892

feet of---.

KEN M TCHELL: ---6%

LESLIE K. ARRINGTON:  ---6%  So---.

KEN M TCHELL: Okay. So, that...so, that nade the

di f ference?

LESLI E K. ARRI NGTON:  Yes.

KEN M TCHELL: That answered ny question. Thank

you, sSir.

Q Wth regard to EE-36 then, Les, if you could
turn to Exhibit A page two, and explain to the Board what
interest you've acquired and what interest you' re seeking to
pool ?

A Yes. We have 89.128% of the oil and gas
owners' claimto coal bed nethane and 98. 453% of the coa
owners' claimto coal bed nethane | eased. W're seeking to
pool 1.57% of the coal owners' claimto coal bed net hane and
10.872% of the oil and gas owners' claimto coal bed nethane.

Q |'"'mgoing to direct your attention to
Exhibit A page two, with regard to the pooling of the coa
interest, and | think you left out a digit.

A Yeah. 1.547. |'msorry.

Q That's correct?
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A Yes.

Q Looking at Exhibit B-3 to the application
there are sone fol ks that you do not currently have addresses
for, correct?

A That's right, tract 4.

Q And so that would require escrow for
unl ocat eabl es?

A Yes.

Q And if we turn...well, if we | ook at the
bottom of these exhibits, what is...there's page one of three
is in the center of Exhibit B-3. But then there's a notation
off to the right. Wat's that?

A That's the date that the exhibit was revised
and printed.

Q Ckay, and what's the date in this instance?

A Sept enber the 13th of 2002.

BENNY WAMPLER.  Wbul d you. .. since you have several

address unknowns, if you'll tell us your due diligence
efforts.

LESLIE K. ARRINGTON: Yes. They go to the

Court house and check the phone records, call relatives in an
attenpt to locate the owners or those individuals and

apparently in this case they have fail ed.

97



© 00 N o o b~ w N P

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

)
1

BENNY WAMPLER. Do you have any idea how | ong

t hey' ve been working on it as far as length of tinme is---7?

LESLIE K. ARRINGTON: | can give you an estimate.

(M. Arrington confers with David Ml ler.)

LESLIE K. ARRINGTON: Two or three years, we've

been working in that area.

BENNY WAMPLER:  Thank you.

Q Have...with regard to tract 4, have you been
able to |l ease any of the folks in tract 47

A Yes. | believe we've probably | eased... of
the Plaster heirs, we've | eased approxi mtely 96% | think,
of that group.

Q Ckay, and M. Canpbell is representing sone

of the Plasters, right?

A Yes, he is. Yes, he is.
Q That are not |isted?
A That's correct. And...you know, | m ght ask

if M. Canpbell would have any idea on sone of those
addresses unknowns. W would certainly like to get those
addresses if he has them

SAM CAMPBELL: | can reply right nowif it's al

right.
BENNY WAMPLER: Sur e.
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SAM CAMPBELL: One address |'ve already given to

you and counsel and that is for...on page three of three,
Rebecca Jane Plaster. She is the daughter of Henry Terrence
Pl aster and she only has a vested remainder interest. She's
not...he's the life tenant. But their address would be the
sanme. The others that you do not now have an address for, |
haven't a cl ue.

BENNY WAMPLER:  Thank you, M. Canpbell.

SAM CAMPBELL: Yes, sir.

Q Continuing on here in EE-36, if you go to
the next exhibit, is your cost estinate correct?

A Yes. Ckay, yeah, it's $229,170.70 to be
drilled to an estimted depth of 2,570 feet.

Q And | take it that that has not as yet been
drilled?

A | don't believe it has been issued. | can't
remenber. But | don't think it's...it is pending.

Q So, the permt is pending and the well has
not been drill ed?

A No, it has not.

Q Continuing on to Exhibit E. Does Exhibit E
indicate that in addition to escrow ng because of address

i ssues, there is also a requirenent with regard to tracts 2A
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and 2B to escrow because of conflicting clains?

A That's correct.

Q And then there is an absence of an Exhi bit
EE, which indicates we don't have to deal with split

agreenents, at least at this point?

A Correct.

Q Wth regard---?

A But we do have the issue of unknowns in
tract 4.

Q | under st and.

A Ckay.

Q But we've already tal ked about that. Wth

regard to these three units now col lectively, is it your

opi nion that the plan to devel op the coal bed net hane within
these units through a frac well in the drilling wwndowis a
reasonabl e plan to develop that resource for the benefit of
t he owner and cl ai mant s?

A Yes, it is.

Q And between your | easing and the pooling
here, the proposed pooling, is it your opinion that the
correlative rights of all of the claimants and all of the
owners, to the extent they are fee owners, would be

prot ect ed?
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A Yes, they are.
MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WVAMPLER: M. Canpbel | .

CRCSS EXAM NATI ON

QUESTI ONS BY MR CAMPBELL:

Q M. Arrington, tract nunber 4 for unit EE-36
is the sane as tract nunber 4 for unit EE-35, is it not?

A "1l have to | ook.

(M. Arrington reviews the docunents.)

BENNY WAMPLER: And that was nunber six on the

Board's agenda that you're referring to?

SAM CAMPBELL: Yes.

A Yes, it is, 4 would be the sane.

Q Ckay. In the list of owners under oil and
gas fee ownership for the application for EE-36, you have
added at |east one individual and possibly nore who are not

included in the list of owners for tract nunber 4 for the
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application for EE-35. If they're sane tract and they
are...wuld be owned by the sane heirs of Emly Mdothlin
how woul d there be an additional would be owner?

A Just a mnute.

(M. Arrington reviews the docunents. M.
Arrington and Anita Tester confer.)

A For sonme reason or another, we've left the
Benny Boyd off of EE-35. W had himlisted but we m ssed
...we did leave it off of EE-35.

Q Al right. So, you believe he also...he
shoul d be wth EE-35?

A Yes.

Q M. Swartz has stated previously that you
have found from what I'mgoing to call collateral court
filings, | think there was a partition suit petition that
suggested that Emly McAothlin had eight children and thus
eight heirs. |[|'ve submtted a letter to you previously, and
| want to correct that now saying there were five. There
were, rather, six natural children. There were a total of
three others who were reared by Emly Mcdothlin but were
not...were not heirs or were not children, and thus could not
be heirs. Have you done...has your conpany done anyt hi ng

further to check into that or do you stand by the origina
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nunber of eight?

A We...the original nunber of eight and that
is according to the docunents we cane up with fromthe court
records.

Q Ckay, and these...but these are coll ateral
docunents and that they are not WIlls, list of heirs or court
filings of descent, is that correct?

A |'"d have to |l et Mark | ook and see what al
we used there.

MARK SWARTZ: Well, we used WIIls and Lists of

Heirs.
LESLI E K. ARRI NGTON:  Ckay.

SAM CAMPBELL: Can |I...can | | ook at thent

MARK SWARTZ: Well, what we tal ked about when we

were | ast here was a Partition action---.

SAM CAMPBELL: Right.

MARK SWARTZ: ---that listed a spouse and ei ght

siblings. So, | would regard that as sonething of record---.

SAM CAMPBELL: Ch, | agree.

MARK SWARTZ: ---inthis...in this chain. And then

we had...l know we referred to a list of heirs when we were
| ast here, which was...which indicates eight children and

that was a list of heirs in the Crcuit Court of Tazewel l
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Count, the Estate of A. L. McdAothlin, deceased. You know,

M. Canpbell, it has been a while. But---.

SAM CAVPBELL: | under st and.

MARK SWARTZ: ---1 don't...l think there was a deed
as well. The primary things that we were concerned about was

the list of heirs that | just referred to in the Partition
case.

SAM CAMPBELL: And a later Partition case.

MARK SWARTZ: And that's...l nmean, that's where

we're getting those nunbers from And | understand what
you're telling us.

SAM CAVPBELL: Ckay.

MARK SWARTZ: But, you know, the docunents that we

have don't distinguish between children raised and natura
children. You know, |I'mnot arguing with that.

SAM CAMPBELL: Understood. But you recogni ze that

an era that we're dealing in of a century ago, there may not
have been that distinction?

MARK SWARTZ: | mean, there are all sorts of---.

SAM CAMPBELL: Sur e.

MARK SWARTZ: ---problens that get carried

f orward- - -.

SAM CAVPBELL: Ckay.
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MARK SWARTZ: You know, this may not have been true

when it occurred, but, you know, it's all I've got to work
wi th, you know, in terns of the record.

SAM CAMPBELL: | understand that. | under st and

that. But if...if it is erroneous and what we have given you
is correct, then that affects the percentage of ownership

t hat Pocahontas Gas group clains to own, is that correct,
because it changes the denom..initial denom nator?

MARK SWARTZ:  No.

SAM CAMPBELL: How can it not?

MARK SWARTZ: All we're |ooking at is a working

interest and not a royalty interest.

SAM CAMPBELL: | understand that.

MARK SWARTZ: Well, it wouldn't...it wouldn't

i ncrease or decrease the outstanding royalty interest vis a
vie ny client. | nean, that twelve and a half percent is
still out there. It's just who owns it.

SAM CAMPBELL: Ckay. But who owns it determ nes

who gets the royalty?
MARK SWARTZ: Ri ght.

SAM CAMPBELL: Right.

MARK SWARTZ: And, you know, if you canme to us with

rel eases fromthe heirs of these fol ks, we would honor that.
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SAM CAMPBELL: | under st and.

MARK SWARTZ: But if we cut themout unilaterally

of the equation, you know, they m ght well be here
conpl aining and taking the other side of the story saying,
you know, we're heirs.

SAM CAMPBELL: Right.

MARK SWARTZ: And to be safe...l nean, if it

appears to us that people have clains, you need to have them
here at the table.

SAM CAMPBELL: Not questioning that they should be

notified. |'mquestioning, though, if...if your assunption,
if you'll grant ne that word for a nonent, that the initial
denom nator is eight rather than six---.

MARK SWARTZ: Ri ght .

SAM CAMPBELL: ---that changes the percentage of

ownership all down the line, does it not?

MARK SWARTZ: O the royalty owners, not of the

appl i cant.

SAM CAMPBELL: Correct. Al down the |ine. But it

al so changes what - - -.

MARK SWARTZ: Well, only in tract 4.

SAM CAMPBELL: ---the applicant says he has---.

MARK SWARTZ: No. Only in tract 4.
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SAM CAMPBELL: Correct. Only in tract 4, correct.

MARK SWARTZ: And it changes the percentage | eased

not but not the ownership of the applicant.

SAM CAMPBELL: It affects the ownership of the

applicant if the applicant has | eases or ownership fromthe
two who are contended not to be true heirs?

MARK SWARTZ: Only if the folks who are determ ned

to be heirs participate in the well and wite checks, which
they have a right to do anyway.

SAM CAMPBELL: Sur e.

MARK SWARTZ: The only inpact on the applicant's

ownership is if...since the applicant clainms no royalty
interest, so that's 12% of a 100%is always out there that

we're going to pay to sonebody whether it's the escrow agent

or peopl e.

SAM CAMPBELL:  Uh- huh

MARK SWARTZ: Now, there's an 80...there's 87%%
working interest. |If no one participates in this well by

witing a check and saying we want to be a partner, that 87¥%%
is the interest of the applicant.

SAM CAMPBELL: Under st ood.

MARK SWARTZ: |f people participate because they're

gi ven an option, that working interest can decline.
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SAM CAMPBELL: Under st ood.

MARK SWARTZ: So, you know, unl ess people

participate in this well, the applicant is going to have 87%%
working interest in this well.

SAM CAMPBELL: okay.

MARK SWARTZ: Regardless of title determ nation.

SAM CAMPBELL: Right. But unless sonething further

is done, the nunbers that you have in your Exhibit B-3 wll
be the nunbers that are...well, yeah, B-3, wll be the
nunbers that are used in determning the royalty that you're
going to pay---?

MARK SWARTZ: Well, the problem--.

SAM CAMPBELL: ---and determ ning the buy in?

MARK SWARTZ: (kay, the problemis because of the

conflicting claimissue that you' re raising, even if this was
a fee interest, which | suspect it is, it's got to be
escrowed for your concern to be addressed.

SAM CAVPBELL:  Uh- huh

MARK SWARTZ: (kay, and your folks are going to

have an opportunity to nmake an el ection---.

SAM CAMPBELL: Right.

MARK SWARTZ: ---predicated upon your argunent.

SAM CAVPBELL: Ckay.
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MARK SWARTZ: So, if...you know, if they pony up

t he percentage that we've got, they're in the unit. If you
ultimately prevail, you're going to get a bigger interest vis
a vie other folks.

SAM CAMPBELL: | understand that. | under st and

that. The point I"'mmaking is to one, that apparently M.
Arrington has al ready nentioned, sonebody has possibly...was
not notified for EE-35 apparently.

MARK SWARTZ: It looks like it.

SAM CAMPBELL: Apparently.

MARK SWARTZ: Yeabh.

SAM CAMPBELL: And that's what | wanted to know.

If he was...if he was m ssed from 35 or added to 36 or vice
versa. And the second point is that there is a dispute of
ownership in that who are the heirs and who are the current
owners.

MARK SWARTZ: W don't...we acknow edge that

there's that dispute.

SAM CAMPBELL: Ckay. But that...that dispute also

affects the percentage at...that the applicant clains to now
have under | ease.

MARK SWARTZ: Well, it's m nuscul e. | nmean, we

have- - -.
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SAM CAMPBELL: Well, yeah, it may be.

MARK SWARTZ: ---96% of your famly | eased and they

only have...they have |l ess than 10% of the unit and we have
96% | eased. So, we have...there's four-tenths of a percent
out there in the argunent that you and | are having. Now,
|"mnot saying we can just ignore that. But to the extent
that the interest represented in A ..Exhibit A page two,
woul d change, it would be less than a half a percent. And,
you know, we're show ng that we have, you know, 98% of the
coal. So, that would go down by a half a percent naybe and
we're showi ng 89% of the oil and gas and that woul d go down
about a half a percent maybe. So, | guess, yeah you're
right, but in order of magnitude, if your suggestion is that
Consol or the applicant here has sone econom c stake in the
outcone of this argunent, ny answer to that is we don't. The
only effect that it could have is if people want to
participate, which they always have an opportunity to do and
we have no control over that.

SAM CAMPBELL: Well, | think there is an econonic

stake. But you neke the argunent that the interest...the
interest here is what we're tal king about is di mninous and
it my well be. But neither the statute nor the regul ations

say that you can ignore di m ni nous---.
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MARK SWARTZ: And we're not.

SAM CAMPBELL: ---inaccuracy or inconsistencies.

MARK SWARTZ: And we're not.

SAM CAMPBELL: | have...l|l have no further

guestions. Obviously, | would ask the Board to deny the
applications for units EE-35 and EE-36, these are docket
nunbers ending in 1056 and 1083, because the applicant has
not submtted consistent or accurate information in these
applications as to the owners of the coal bed net hane interest
inthis case that's required by the Code. | don't think it
has been done here. Thank you. That's all | have.

BENNY WAMPLER. Do you have information that you

beli eve they should have included? | know you poi nted out
t he one inconsistency. They acknow edge that, on Benny Boyd.

SAM CAMPBELL: Correct. M information is all the

peopl e who woul d know or have corroborating infornmation are
dead, except ny nother who is 8...alnpost 82. She is firnmy
convinced that there were only six children that she knew and
that two others were raised. Oher than that, honestly, I
have nothing else. No, sir. | have no...we can't find
anybody or anything el se---.

BENNY WAMPLER: | just wanted...l wanted to clarify

that it went to the issues we had already on record. There's
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no ot her issues that you're raising that you haven't---?

SAM CAMPBELL:  No.

BENNY WAMPLER: - - -asked questions about ?

SAM CAMPBELL: No, sir.

BENNY WAMPLER: Ckay. O her questions from nenbers

of the Board?

DONALD RATLI FF: | guess you confused ne a little

bit. Intract 4, the portion that is owed by the heirshinp,
whether it's six or eight, it just nmeans the dividing that
pi ece of the pie by six or eight but the interest for the
conpany doesn't change, does it?

MARK SWARTZ: It only changes if sone of those

heirs...let's forget about the question...let's keep it even
sinpler. The only way that an applicant can wind up with

| ess than 872 working interest in the unit is if sonebody
participates. So, if that's true whenever we're here, okay,
the inpact here is that there is an opportunity in this case,
as in every other pooling, for us to have less than 87%% i f
sonebody participates. H's point is that if people
participate in a 1/6th of the tract or a 1/8th, their
participation will increase, okay. And ny answer to that is
they're going to have an election right to participate and

they're going to have to duke it out anpong thensel ves as best
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they can to determ ne what that participation increase
ultimately winds up being. |If anything, the reality is his
side of the issue are being allowed to participate at 1/8th
as opposed to 16th so they can pony up | ess noney to
participate. So...but, you know...but the | aw doesn't say
that you can ignore stuff because of that. But the reality
is here we have nost of that famly | eased. Everybody is
going to have...that is not |leased is going to have a right
to participate. The participation at this point has to be
based consistently on the information that we're using which
is 1/8th, which the net effect of fact in this particular

i nstance. ..l nean, soneday we could be here and we coul d be
on opposite sides. | could be arguing 6th and he coul d be
arguing an 8th and the dollars would be up. The acci dental
effect here is they're going to have an opportunity to
participate at a smaller nunber than they claimthey own,
which if they're successful, will ratchet up to nmatch their
interest. Because, you know, if they win that argunent,
they're going to be...they're going to have a bigger piece of
the unit. But, you know, the reality is we go into these

Wi th an assunption that in nost instances the 12...well, in
all instances the 12%%6is going to be paid to sonebody. So,

the nost we're ever going to be working with is the 87%% and
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we have no control over participation. | nean, there isn't a
| ot of participation. But, you know...and they're going to
be afforded those rights here. And, you know, they have an
argunent. Unfortunately, you know, we're going to have to
escrow...we may have to escrow this whole unit. | nmean, we

need to think about this because there's clearly...there's a

title issue here. | don't know how we resolve it short of
escrow ng the whole tract. | said, you, and | neant the
tract.

BENNY WAMPLER. Do you want to go ahead and

descri be the suppl enental order process in the event you have

participation?

MARK SWARTZ: The...you have options...the Board

has sort of found their way to kind of a standard formthat
they use that has pretty recogni zable terns which are driven
in large part by the statute. The statute says that you have
to offer people an opportunity to go forward in the unit on
various basis. One thing that people can always do, which is
preserved in the statute, is you can work out an arrangenent.
| mean, you can work out any kind of arrangenent or do
what ever you want if you can neet...if you can have a neeting

of the mnds. Absent that, people have an absolute right to
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say |'mgoing to pay you ny percentage of the allocated costs
and |'mgoing to be your partner, get ready, okay? O people
can say, | want to be your partner but | don't want to wite
a check. So, when the nultiple of ny interest gets...gets
paid out to the operator, then | can back into the well as a
partici pant and as an owner. Then there's...or |I'mnot going
to do anything and then there's a...you're going to...there's
an assunption that that person is | eased and they get their
royalty and don't have to pony up and earn a partner in the
well and don't share any of the risk going forward. There's
a...the order gets entered. The order gets mailed to the

fol ks and then they have a period to nmake an el ection. So,
they have, | don't renenber if it's thirty or forty-five
days. But it's...you know, it's expressed in the exhibit
that we've got here. Then they...sone people wll wite back
to the operator and say this is what | want to do. Sone
people will do nothing. And what we do at the end of the
expiration of that period is we then file with the Board an
expl anation, or sort of an accounting for what happened. You
know, that these people had election rights, these people

el ected those rights or did this or that and we need to enter
a further order and that's what happens here. So, if M.

Canmpbell's famly participates, there's going to be anot her
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trip...not really a trip, but at least a mailing to the Board
that will say they have given us a witten election to
participate. They paid their noney within the tine frane.
And we need to set up yet another escrow account to dea
W th...because we're going to have to escrow that tract, to
deal with the participation argunent here. So, there's...you
know, you kind of get the ball rolling today and then peopl e
make choi ces whi ch cause things to happen or not happen. You
know, Les was tal king earlier about costs. You know, if
peopl e participate in a unit, they're entitled to sonething
nmore than an estimate. You know, they're entitled to this is
what we spent, which is nore or less, you know. And so they
get a different accounting. The Board requires that and set
forth. You know, there's stuff that happens after today. |
hope | haven't |ike worn you out here. But that, in general,
i's what happens.

BENNY WAMPLER.  Well, | wanted to for M. Canpbel

to hear that so that...you know, he probably...you may

al ready know that but | wanted you to know t hat whenever we
send the orders out you still have the opportunity to choose
the el ection.

SAM CAMPBELL: | understand that.

BENNY WAMPLER:  |If this were to get clarified
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before then through Court or whatever action then, you know,
it could be resolved at that point in tine.

SAM CAMPBELL: | do understand, sir. | thank you

| understand M. Swartz's point fromthe perspective of his
client, given the nunbers that they're using ny...ny famly
or menbers of ny famly, if they chose, could participate for
| ess cost. But by the sane token, unless those nunbers are
chal l enged, and it may truly turn out to be m nuscul e, but
they would receive less royalty at the sane token.

BENNY WAMPLER: Right. W tabled itemthirty..

itemsix on the Board's agenda. That was docket nunber VGOB-
02- 08/ 20- 1056 earlier. | believe, M. Canpbell, you

i ndi cated the purpose of that request was to resolve this
Benny Boyd issue of whether or not he shoul d have been
included in tract 4.

SAM CAMPBELL: Right, sir.

BENNY WAMPLER: s that correct?

SAM CAMPBELL: Correct, sir.

MARK SWARTZ: W need to continue 35 so we can

notice Benny. But |I would request that you pool EE-36 today
because we certainly noticed Benny.

SAM CAMPBELL: He was...according to what they

filed, he was noticed for 36. So, | couldn't object to that
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legitimately.

Bl LL HARRI S: M . Chai r man.

BENNY WAMPLER: Yes.

Bl LL HARRI S: | al so have a comment about 35 and

36. Just looking at the list in tract 4, the dates are
different in terns of when this was conpl eted, and you
probably al ready know what |I'mgoing to say. | think d adys
R Johnson you have in care of address in the EE-36, where is
was |isted as address unknown in EE-35. Al so, Henry Terrence
Pl aster, you have an address for that person now. So, if you
are going to go back to 35, you mght want to notify them

MARK SWARTZ: Those are addresses we got from M.

Canpbel | .
BILL HARRIS: Okay. But | noticed the date.

Again, there's the two nonths---.

MARK SWARTZ: R ght. So, we need to fix that.

Bl LL HARRI S: --- difference in dates here. So- - -.

MARK SWARTZ: Ri ght .

(M. Swartz and M. Arrington confer.)
BENNY WAMPLER:  Any ot her questions from--7?

MARK SWARTZ: Thank you.

BENNY WAMPLER: ---menbers of the Board?

(No audi bl e response.)
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BENNY WAMPLER: Do | have a notion?

MASON BRENT: M. Chairnman, | assume, we're

conti nui ng agenda item nunber six?

BENNY WAMPLER: | believe that was w t hout

obj ecti on of counsel.

MARK SWARTZ:  Ri ght .

BENNY WAMPLER: And that's a request before us to

continue that. Wthout objection, that will just be
continued in order to cure item nunber six...agenda item si X.

MASON BRENT: You want a notion on el even, twel ve

and twenty-si X.

BENNY WAMPLER.  So, now we're dealing with el even,

twel ve, and twenty-seven

MASON BRENT: | nean, twenty-seven.

KEN M TCHELL: M. Chairman, | will nmake a notion

for approval of eleven, twelve and twenty-seven after hearing
the testinony without making a deci sion one way or the other.
That's nmy notion, sir.

BENNY WAMPLER: Is there a second?

MASON BRENT: | woul d second that.

BENNY WAMPLER:  Mbtion and second. |Is there any

further discussion?

(No audi bl e response.)

119



© 00 N o o b~ w N P

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

)
1

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

We're going to adjourn for lunch now Return at 1:00 o'clock
(Lunch.)
BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of a
conventional gas unit identified as V-502710, docket nunber
VAEOB- 02- 09/ 17-1075. We'd ask the parties that wwsh 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 behal f of Equitable Production Conpany. Qur
witness in this matter will be M. Don Hall. |'d ask that he
be sworn at this tine.

(Don Hall is duly sworn.)

BENNY WAMPLER: The record wll show there are no

others. You may proceed.
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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, could you state your nane for the
record, who you're enployed by and in what capacity?

A My nane is Don Hall. |I'm enployed by
Equi t abl e Production as district | andman.

Q And do your responsibilities wth Equitable

include the land involved in this unit and in the surroundi ng

area?

A Yes.

Q And are you famliar with Equitable's
application seeking a...the establishnent of a drilling unit

and pooling any unl eased interest for EPC well nunber
V-502710, which was dated August the 16th, 20027

A Yes.

Q Now, does Equitable own drilling rights in
the unit involved here?

A Ve do.

Q And prior to filing the application, were

efforts nmade to contact each of the respondents listed within
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the unit in an attenpt nmade to work out a voluntary
agr eenent ?

A It was.

Q Ckay, and at the tine we filed the
application, there was two unl eased parties in the unit, is
that correct?

A That's correct.

Q And at that tinme we had 98.95% of the unit
under | ease with 1.05% unl eased?

A That's correct.

Q And since that tinme you have continued to
try to reach a voluntary agreenent with the unl eased parties?

A Yes.

Q Have you been successful in obtaining any
addi tional |eases?

A Yes, we have. W have | eased Mart ha
Sexton. The Exhibit B that we just passed out reflects the
new | eased parties and the new percent ages.

Q Ckay, at this tine, the percentage of the
unit under lease is 99.117

A That's correct.

Q And the unl eased percentage represents

0. 89%
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A That's right.

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

A Yes.

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interest as listed as listed in Revised Exhibit

B?

A W are.

Q Now, are you famliar with the fair narket
value of drilling rights 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, five year termand a one-eighth
royal ty.

Q Did you gain your famliarity and your

opinion as to the fair market value by acquiring oil and gas

| eases, coal bed net hane | eases and ot her agreenents invol ving
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the transfer of drilling rights in the unit involved here and
in the surroundi ng area?

A Yes.

Q And in your professional opinion, do the
terms you have testified to represent the fair market val ue

of and the fair and reasonabl e conpensation to be paid for

drilling rights within this particular unit?
A Yes.
Q Now, based on the one respondent who has not

voluntary agreed to | ease, do you recommend that she be
allowed the follow ng options with respect to her ownership
interest wwthin the unit: One, participation; two, a cash
bonus of $5 per net mineral acre plus a one-eighth of eight-
eighths royalty; three, in lieu of a 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: Such carried operator shall be
entitled to share of production fromthe tracts pool ed
accruing to his interest 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
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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 unleased tract or portion

t her eof ?

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 Equitabl e Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia, zip code, 25328,

Attention: Ml anie Freeman, Regul atory?

A Yes.

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

A Yes, 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 all unl eased respondents be given 30
days fromthe date that the order is executed to file their

witten el ections?
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A Yes.

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

A Yes.

Q Does the applicant expect any party el ecting
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 force
pool i ng 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, then the respondent's election to participate
shal |l 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
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regard to the paynent of well costs, any cash sum becom ng
payabl e to that respondent be paid within 60 days after the
| ast date on which such respondent could have paid or nmade
satisfactory arrangenents for the paynent of those costs?
A Yes.
Q Ckay. This is a conventional well and we

don't have any unknown parties. So, we do not need the Board

to create an escrow account for this well, is that correct?
A. That's correct.
Q And who shoul d be nanmed operator under the

force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of the proposed
wel | under the plan of devel opnent?

A It's 6274 feet.

Q And is Equitable requesting the force
pooling of conventional gas reserves, not only to include the
desi gnated formations, but any other formations excluding
coal formations which nay be between those fornations
designated fromthe surface to the total depth drilled?

A Yes.

Q And what are the estinmated reserves of this

unit?
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A 275, 000, 000 cubic feet.

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. .. has an AFE been revi ewed,
signed and submitted to the Board as Exhibit Cto the
appl i cation?

A It has.

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

Yes.

Q I n your opinion, does this 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
5027107?

A The dry hole costs is $181,222 and the
conpl eted well costs would be $296, 984.

Q Do these costs anticipate a nultiple

conpl eti on?
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A They do.

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

A Yes, it does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
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: Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman, just for ny

i nformati on, when there's one person |ike this unleased, so
we don't escrow noney?

JIMKISER Well, in a conventional well sense, the
escrow i s there for unknown or unl ocateable parties.
There's...you run into nostly escrows involved in a CBM unit
because you have conflicting clains. So, the only tine you'd
escrow noney in a conventional pooling situation would be if
there was a interest owner within the unit that was unknown

and unl ocat eabl e.
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accurat e,

Sonet i nes

Exhi bit B.

BENNY WAMPLER: Ot her questions?

DONALD RATLI FF: M. Chairman, as a point of being

Jeff Justus' correct nanme is Jess, J-E-S- S

our flat eyes---.

JIMKISER  Thank you. W can submt a revised
J-E-S-S?

DONALD RATLI FF:  Yes.

JIM KI SER  Ckay.
BENNY WAMPLER. Ot her questions or clarifications?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIMKISER W'd ask, M. Chairman, that the

application be approved as submtted with the change to

Exhi bit B.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: M. Chairman, | nmake a notion for

agenda item nunber thirteen as called out specifically.

BENNY WAMPLER:  For approval ?

KEN M TCHELL: For approval. Yes, sir

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next itemis

a petition from Equitabl e Production Conpany for pooling of a
coal bed net hane unit under the Nora Coal bed Gas Field
identified as VG 502597, docket nunber VGEOB-02-09/17-1076.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JIMKISER M. Chairman, nenbers of the Board, Jim
Ki ser, again, on behalf of Equitable Production Conpany. CQur
wtness will again be M. Hall. He is presently handi ng out
a revised plat and a revised AFE for this well. And I'm
going to hand out...| assune you all did not get this letter
that |'"'mgoing to hand it out to you. It's fromM. Darrel
Powers. He's one of the parties that we are pooling.
don't think I have enough copi es.

BENNY WAMPLER: W'l | share

(Exhibits are distributed.)
JIMKISER | assune you all probably did not get a

copy of that letter.
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BENNY WVAMPLER:  No, we didn't.

(Exhibits are continued to be distributed.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

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

A Don Hall. |'menployed by Equitable

Production as district | andnan.

Q And do your responsibilities, again, include

the land involved here for this unit and in the surroundi ng
area?

A They do.

Q Are you famliar with Equitable's
application seeking a pooling order for EPC well nunber VC
502597, which was dated August the 16th, 2002?

A Yes.

Q | s Equitable seeking to force pool the

drilling rights underlying the unit as depicted in Exhibit A,
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that being the plat to the application?

A Yes.

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

A W do.

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

A It was.

Q And what is the interest of Equitable wi thin
the gas estate in the unit?

A We have 97.74% | eased.

Q And what is the interest of Equitable in the

coal estate?

A W have 100% | eased.
Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And what is the interest within the gas that
i s unl eased?

A 2.26%
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Q Now, we have handed out a...before we get
into the...sone of the other testinony, we handed out a
revised Exhibit A and a revised Exhibit C, that being the
AFE. First let's turn to the plat. | notice that we noved
the location is the reason for the new plat and the | ocation
is now outside the window. Are you seeking a |ocation
exception to the permt process?

A Through the permt application, yes, since
this is a coal bed well.

Q Ckay.

A The well...fromthe tine we filed the
application for the force pooling and we ended up having to

move the well because of topography problens and since we

moved the well, it changed the AFE cost sonewhat.
Q Ckay.
A And that's the reason we have a new. .. al so

have a new AFE
Q Ckay. So, the only unleased interest within

this unit are the B. S. Powers heirs, that being tract 3?

A That's correct.

Q The gas estate in tract 3?

A That's correct.

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

A Yes.

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

A Yes, it is.

Q Are you requesting this Board to force poo

all the unleased interest listed in revised Exhibit B?

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

in the surroundi ng area?

A Yes.

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

A A $5 dol I ar bonus, a five year term and one-

eighth royalty.

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

A They do.
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JIMKISER M. Chairman, at this tinme regarding
the testinony that we entered into the record for the order
regarding the election options afforded the unl eased parties
and their different time periods in which to exercise those
options, we'd ask that the testinony just taken previously in
VGEOB docket numnber 02-09/17-1075 be incorporated into this
heari ng.

BENNY WAMPLER: That wi || be incorporated.

Q Ckay. M. Hall, we do...do we need...we do
need the Board to establish an escrow account for this
particular well...for this particular unit because we do have
a conflicting claimant situation to the coal bed net hane on
tract 3, is that correct?

A That is correct.

Q And who shoul d be nanmed t he operator under

any force pooling order?

A Equi t abl e Producti on Conpany.
Q Now, what is the proposed depth of the well?
A The new depth after noving the well is 2487

feet, which will probably be different than what's in the
appl i cati on.
Q Yeah, | think the application...the origina

application before the |ocation was changed was 2420. So,
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the correct depth now is 24877?

A That's correct.

Q And what are the estinated reserves for the
unit?

A 300, 000, 000 cubic feet.

Q Now, are you famliar with the well costs

for the proposed well under the plan of devel opnent?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

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

A Yes.

Q I n your professional opinion, does it
represent a reasonable estimate of the well costs?

A It does.

Q At this time, could you state for the Board
both the dry hole costs and the conpleted well costs for
502597?

A The dry hol e costs would be $94, 348, and the

conpl eted well costs was $219, 708.
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Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A It does.

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

A It woul d.

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

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman, | do have a question

about the novenent again. You're noving further out of the
w ndow. There's no way to nove it---7?

DON HALL: No, we have...it's in...the terrain
doesn't allowto be in the window W've filed along with
the application to the...to Bob, we've filed an application
request for a location exception on this well.

DONALD RATLI FF: M. Chai rman, another very
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mnute...either the...l think the zip code for Lebanon is

W ong.
JIMKISER  He's good.
DONALD RATLIFF: If not Lebanon, dincho. | don't
think they have the sane zip code. But I|...ny office was in

Lebanon for ten years. But it has been a year ago. So, |
don't renenber the zip code.
JIMKISER  So, one of themis not 242267
DONALD RATLI FF: That's correct.

DON HALL: 228 is dincho.
DONALD RATLI FF:  Okay.

DON HALL: O dintwod, I'msorry. 228 is
C i nt wood.

BENNY WAMPLER:  Very good.

DONALD RATLI FF: 228 is dintwood. Cincho is

right under it.

JIMKISER  He's saying Lebanon and dincho are the
same on our exhibit.

DON HALL: Yeah, | think Lebanon is probably
not...l think Gincho is 226.

JIMKISER  Ckay.

DONALD RATLIFF: Al right. Yeah, | think Lebanon's

wr ong.
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DON HALL: Yeabh.

MASON BRENT: \What happened to this other property

[ine on this new plat?
DON HALL: That was...that was an internal surface
line, | believe.

MASON BRENT: Internal surface |ine?

DON HALL: Yeah, that wasn't necessary to be on
t here.

BENNY WAMPLER.  Well, it's not a tract depiction?

DON HALL: Oh, no, it's...yeah, it was an internal
surface |line because the tracts on either side of it, with
the exception of the Powers' tract, tracts on either side of
it is the sanme mneral tract, T-408. And T-408, if you | ook
inthe...their both Pittston/Pine Mountain tracts. That was

a line depicting sone surface breakdown inside the m neral

tract.

BENNY WAMPLER. Ot her questions or coments?

KEN M TCHELL: M. Chairman.

BENNY WAMPLER: M. M tchell.

KEN M TCHELL: Wen | |ook at the two | ayouts, the
well location plat, when | |ook at the revised edition up on

the very, very top, it shows 11,145 feet to this cross |line,

which | assune is a pen or sone specific point. Wen I |ook
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at the old one, it's 11,075 feet. Was that a engineering
change or was there a change in the---?

DON HALL: It's because the |ocation noved, |
guess. That---.

JIMKISER  That depicts---.

DON HALL: Let nme |look at the other plat.

KEN M TCHELL: But the X at the top of the draw ng

doesn't correlate straight down or south to the |ocation of
the unit itself.

DON HALL: No, it doesn't. But that Xis...to
| ocate this well on a 2,000 foot topo, the |ongitude and
|atitude figures are calculated on either side of this.

KEN M TCHELL: Ckay.

DON HALL: You put this...if you |locate this on a
2,000 topo, you put this corner at the intersection of these
two...of this longitude and |l atitude---.

KEN M TCHELL: Un- huh

DON HALL: ---and if you stick a pen through the X
that's where the well 1S on the 2,000 topo. It doesn't have
anything to do with what it is here.

KEN M TCHELL: Ckay.

DON HALL: It has just a thing to locate it on a

2,000 typographic map.
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KEN M TCHELL: And al so sonething | do not

understand, on the revised edition, in the upper right hand

corner there, they've got six or seven |lines which end up gas

57.44 and acreage 97.74 on the revised one. On the previous

one, it says gas 14.47 acres...14.47 acreage 24. |Is that---?

DON HALL: That's because---.

KEN M TCHELL: ---because of the relocation of the

wel | ?

DON HALL: No, it's because of this line..

.they run

it on the original one. They erroneously calculated this as

two tracts. | think if you add these two together,
going to get this.

KEN M TCHELL: Ckay. Ckay.

you're

JIMKISER  That was a m stake on the original one.

DON HALL: Yeah.
BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be

approved as submtted, M. Chairman, with the caveat that

we'll correct Exhibit B, again, on the zip code for

Vi rginia.

Lebanon,

BILL HARRIS: M. Chairman, | nove that we approve
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t he application as anended or as corrected.

DONALD RATLI FF:  Second.

KEN M TCHELL: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. M. Kiser

before you | eave, on the Powers' letter that you handed out,
do you know where they got the 60 and 40%

JIMKISER No, that was obviously...didn't even
involve ny client. That was sonething to do, | assune, with
Pittston or Pine Muntain.

DON HALL: | think I can---.

JIMKISER  Don, m ght be able to explain.

DON HALL: This is a...we force pool ed these people
in a previous well and Pine Muntain has made efforts in the
past to do sone splitting of the royalties. | think they're
probably referring to a letter they nust have gotten from

Pi ne Mountain about a split.
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BENNY WAMPLER:  Thank you. The next itemon the

agenda is a petition from Col unbi a Natural Resources
i ncorporated for pooling of conventional gas unit identified
as 24902, docket nunber VGEOB-02-09/17-1077. W'd ask the
parties that wish to address the Board in this matter to cone
forward this tine.

JIMKISER M. Chairman, Jim Kiser on behal f of
Col unbi a Natural Resources. Qur two witnesses in this matter
will be M. Ron Stover and M. Todd Tetrick. |If we could
take a brief recess, |I've got quite a few things to hand out
in the way of resunmes and revised exhibits. So---.

BENNY WAMPLER: We'll let them be sworn while we're

doi ng that.
JIM KISER Sure.
(Wtnesses are duly sworn.)

MASON BRENT: M. Chairman, before you start on

this agenda item |'d like for the record to reflect that I
am recusing nyself fromany consideration of agenda itens
fifteen, sixteen, seventeen, eighteen or nineteen.

BENNY WAMPLER:  All right, that's on record.

(Exhibits are distributed.)
BENNY WAMPLER:  |'l| go ahead. Also, M. Kiser has

requested to withdraw i tens seventeen, eighteen and ni neteen
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on our agenda, that's docket nunmber VGOB-02-09/17-1079, and
02-09/17-1080, and 02-09/17-1081. Those are withdrawn from
consi derati on.

(Exhi bits continue to be distributed.)

KEN M TCHELL: M . Chai r man.

BENNY WAMPLER: Yes, M. Mtchell.

KEN M TCHELL: One quick clarification, and maybe

"' m m ssing sonething, but under the docunents that were just
handed out, the well nunber is marked 824901. Under the
original docunents that were shipped to us in the origina
packet, the well nunber is 24901. There's an 8 in front
of ...the new ones you just gave us---.

JI M KI SER  Un- huh.

KEN M TCHELL: ---start with nunber 8.

JIM KI SER:  Uh- huh.
KEN M TCHELL: ['"'mnot famliar with well

desi gnation nunbers. | would |ike to understand why there

m ght be an 8 and not an 8 on the original docunent.
JIMKISER | think there's an 8 in front of all of

t hem

TODD TETRICK: The 8...the 8 designates a separate

area or CNR  They have different operating regions. So,

they would have a 6 in New York or an 8 for Kentucky or
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Virginia and that's all that is.

KEN M TCHELL: Ckay. So, that would be a

geogr aphi ¢ desi gnati on?

TODD TETRICK: Essentially, yes. The 24901 is the

wel | nunber.

BENNY WAMPLER: Ckay, M. Kiser, the record wll

show there are no others, you may proceed.

JIMKISER Okay, we'll start with M. Stover.

RONALD STOVER

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 Coul d you state your nane for the record and
who you' re enpl oyed by and in what capacity?

A Ronal d Stover, enployed by CNR as a contract
| and man.

Q You have not previously testified before the
Virginia Gas and Q| Board, and we have submtted a copy of
your resune to the Board. |[|f you could take a few nonents

now and go through both your educational and work experience
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for the Board, please.

A Okay, education, | lived in West Virginia
and went to Ripley H gh School which | graduated from
went to Potonac State College, which is in Kyser, West
Virginia. | finished two years. A nenber of the Anmerican
Associ ation of Petrol eum Landnmen. Enpl oynent objectives:
|"ve been in the oil and gas business since Decenber of '79
as an independent contractor. | worked for several different
conpani es, Ashl and, Conoco, Oxy, Col unbia Natural Resources
doing title abstracting, |easing, right-of-ways and damage
settlenents.

Q And you' ve spent a consi derabl e anount of
time working on not only this well that's before the Board
ri ght now but the next hearing that we're going to have,
whi ch is 24902?

A Yes, that's right.

JIMKISER M. Chairman, we'd ask that M.
Stover's credentials as a witness in land matters be accepted
by the Board.

BENNY WAMPLER: He's accepted w t hout objection.

Q Now, you're famliar with the application
that we filed seeking the establishnent of a drilling unit

and a pooling of any unleased interest for CNR well nunber
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24901, which was dated August the 16th, 2002?

A Yes, | am

Q And does CNR own drilling rights in the unit
i nvol ved here?

A Yes.

Q Does the proposed unit as depicted at
Exhibit A, that being the plat to the application, include
all the acreage within 2500 feet of proposed well nunber
249017

A Yes, it does.

Q Now, prior to filing the application, were
efforts made to contact each of the parties owning an
interest wwthin the unit and an attenpt nade to acquire a
voluntary | ease?

A Yes.

Q Now, when we filed the application on August
the 16th of 2002, you had obtained voluntary | eases from
98.90% of the interest owners within the unit?

A Yes.

Q So, at that tinme the percentage...at the
time of filing the application the percentage of the unit
t hat was unl eased was 1. 1%

A Yes.
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Q And since we filed the application, you have
continued to attenpt to reach | ease agreenents with the
unl eased parties, correct?

A Yes.

JIMKISER  And we have obtained quiet a few If

the Board will refer to their new Exhibit B, which was just

handed out, |I'lIl attenpt to go through and note those for
you. If you'll go to page four, Iris Bishop was |eased,
that's one, two, three, four five names down. |If you'll go
to...well, it's Iris Bishop again, another undivided interest
on the bottom of page nine. You'll see the page notations.

If you'll go to the next page, Cora Boyd and at the very
bottom of the page, Eura Dixon. At the top of the next page,
MIton Boyd and Lester Lee Boyd. The next page there's quite
a few, there's Roy Boyd and Juni or Lee Boyd, Carvel Boyd,
Eddi e Boyd, Patricia Birchfield, Terry Boyd, Mchelle
Phillips, Kathy Louckes. There are three nore...another part
of Iris Bishop's interest, three pages before. And then on
the very last page, Iris Bishop again, another portion of his
i nterest.

Q So, at this point in tinme, what is the
percentage of the gas interest within the unit that are under

| ease to CNR?
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A 99. 23%

Q Leavi ng what percentage unl eased?

A 0.77%

Q So, all the remaining unleased parties are
set out in the revised Exhibit B?

A Yes.

Q kay, M. Stover, it appears we do have one

unknown interest owner. Wre reasonable and diligent efforts
made and sources checked to identify and | ocate any unknown

i nterest owners including primry sources such as deed
records, probate records, assessors's record, treasurer's
records and secondary sources such as tel ephone directories,
city directories, famly and friends?

A Yes, it was.

Q I n 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 the Revised
Exhibit B the | ast known addresses for the respondents?

A Yes, it is.

Q And are you requesting the Board to force

pool all the unleased interest |listed in Revised Exhibit B?
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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, | am

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

A $5 bonus, a five year termand a one-eighth
royal ty.

Q And did you gain your famliarity by

acquiring oil and gas | eases and ot her agreenents involving
the transfer of drilling rights in the unit involved here and
in the surroundi ng area?

A Yes.

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

A Yes.

Q Now, as to those respondents listed as
Revi sed Exhibit B who renmai n unl eased, do you agree that they
shoul d be allowed the followi ng options with respect to their

ownership interest wwthin the unit: 1) participation; 2) a
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cash bonus of $5 per net nmineral acre plus one-eight of

ei ght-eighths royalty; 3) in lieu of a cash bonus and one-

ei ghth or eight-eighths 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 should be
entitled to the share of production fromthe tracts pool ed
accruing to his interest 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 |leased 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?

A Yes.

Q Do you recommend that any order provide that
el ection 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 And should this be the address for all

comuni cations with the applicant concerning a force pooling
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order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is properly made by a respondent then
such respondent shoul d be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

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

Yes.

Q Shoul d the applicant be all owed a hundred
and twenty days follow ng the recordation date of the Board
order and thereafter annually on that date until production
is achieved to pay or tender any cash bonus becom ng due
under the 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, then the respondent's
el ection to participate should be treated as having been
wi t hdrawn and voi d?

A. Yes.
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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. .
becom ng due and payabl e to such respondent under the order
be paid within 60 days after the |ast date on which such
respondent coul d have paid or nmade satisfactory arrangenents
for the paynent of those costs?

A Yes.

Q And we do have a unknown...one unknown
interest owmer within the unit. So, does the Board need to
create an escrow account for this respondent's benefit?

A Yes, they do.

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

A Col unbi a Natural Resources.

JIMKISER That's all | have for this witness at
this tinme, M. Chairman.

BENNY WAMPLER: Questions for this wtness from

menbers of the Board?

Bl LL HARRI S: M. Chairman, what...what is the

depth of the well?
JIMKISER It will be---.

BILL HARRIS: | didn't...lI"'mIl ooking everywhere
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to---.

TODD TETRI CK:  59.

JIMKISER 5950. W'Il be getting to that on M.
Tetrick's testinony.

BILL HARRI'S: Ckay. kay, | understand.

BENNY WAMPLER: Ot her questions of this w tness?

(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

TODD TETRI CK

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. Tetrick, if you' d state your nanme for

the Board, who you're enployed by and in what capacity?

A Todd Tetrick, engineer with Col unbi a Natural
Resour ces.

Q Now, you have not previously testified
before the Virginia Gas and Q| Board either. | know you've

had sonme informal hearings with M. WIlson in his office.
But if you could, for the benefit of the Board, spend sone

time going through your work experience and educati onal
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hi story.

A | attended Lincoln H gh School, Shinnston,
West Virginia. | received a Bachel or of Science Degree in
Pet rol eum and Natural Gas Engineering from Wst Virginia
University. | went to work for Schlunberger out of college.

| was involved in the design and supervision of stinulation

and cenenting operations in the Appal achian Basin. At that
point intime, | went to work for Col unbia Natural Resources
as a drilling engineer. Currently ny responsibilities
include: Permtting, all AFE preparation work, and
supervi sion and coordi nation of all operations, drilling and
conpl eti on.

Q And that includes all of CNRs prospects in
Virginia?

A Yes. All through Virginia, Eastern Kentucky
and Sout hern West Virginia.

JIMK SER M. Chairman, we'd ask that M.
Tetrick's credentials as a witness in the area of operations
and production be accepted by the Board.

BENNY WAMPLER: He's accept ed.

Q Now, are you famliar with the proposed plan
of devel opnent for this particular well?

A. Yes.
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Q And what is the total depth of the proposed
wel | ?

A 5950 feet.

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

surface to the total depth drilled?

A Yes.

Q And what are the estimted reserves for this
unit?

A 400, 000, 000 cubic feet.

Q Now, are you famliar with the well costs

for this proposed well?

A Yes.

Q And has a revi sed AFE been prepared, signed
and just now submtted to the Board?

A Yes.

Q Was this AFE prepared by an engi neering
depart nent knowl 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
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represent a reasonable estimate of the well costs for the
proposed well under the plan of devel opnent?

A Yes.

Q Coul d you state at this tinme both the dry
hol e costs and the conpleted well costs for 249017

A Dry hole cost of $227,315 and conpl eted wel |
costs of $401, 915.

Q Now, do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q And 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
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

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

BENNY WAMPLER: Questions from nenbers of the

Boar d?

BILL HARRIS: Well, | guess I'm ..l guess I'm
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curious about the difference in the two. | just wondered

where the...where nost of the cost---.

JIMKI SER | figured sonebody woul d ask that
questi on.

BILL HARRIS: Ch, okay.

JIMKISER Good for you. M. Tetrick, if you wll
explain. If you'll go to the...if you |look under the first

section of cost, the bottomline says "Total I|ntangibles".

BILL HARRI'S:  Yes.

JIMKISER And if you'll go up two lines, the | and
and | ease cost---.

BILL HARRI'S: Land and | ease, yes.

JI' M Kl SER: ---abstract.

BILL HARRIS: | found that, yeah.

JIMKISER Take it fromthere.

TODD TETRICK: Initially, we were under the

inpression that this was a large mneral |ease of Pine
Mountain Q1 and Gas. Once we...further investigation led to
the heirships that you see in Exhibit A | believe, or
Exhibit B and the | and and | easing costs were quite
extensive. That was...that was the only reason that the AFE
increased as it did.

Bl LL HARRI S: Yeah, | see 2,000 on the initial and
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| guess---.

TODD TETRI CK:  Yeah.

BILL HARRIS: ---and | guess that's an estimate

t hat you make---.

TODD TETRI CK:  Ri ght.

Bl LL HARRI S: ---on a well like that.

JIMKISER And it increased to 59,000. So, |
woul d say probably---.
BILL HARRI' S:  Yeah.

JIMKISER ---90% of the increase is reflected in
the | ease acquisition cost.

TODD TETRI CK: Yeah, and contract | and work. It's

every bit of that.

JIMKISER  There's probably...l should know
because we sent the notices out. But | think there's
somewhere in the area of a hundred interest owners within
this unit. Now, | actually think they should be comended.
| don't want to pat themon the back too hard, but to get
this unit in the shape that it's in with |ess than 1% of the
unit unl eased with that many people. So, that's where the
costs are.

TODD TETRICK: And there were additional | egal

and...legal costs associated with the pooling hearing and
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additional title work.

BILL HARRI'S: Thank you.

JIMKISER And you'll see this reflected in the

next well too, 24902, because it's pretty nuch the sane

parties.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER:  You al so attached a page two to
this one.

JIM KISER  Yeah, their operations people asked ne
to do that because we've been getting a lot of...we' ve
actually had...you know, |'ve been doing this, | guess, ten
or eleven years now | don't think we've had people elect to
participate nore than two or three tines. But in the |ast
seven or eight CNR wells we've done, there has been parties
electing to participate and sone of their operations people
asked that we...just for informational purposes, not as part
of the total cost of the AFE. But if sonebody does elect to
participate so that they'|l know that there is a nonthly
over head charge, well tending and well mai ntenance.

BILL HARRIS: And that's not included al ready

in---?

JIMKISER That's not in the 401915, no, because
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that would be a nonthly charge. | think nbst conpanies don't
show t hat because they just net it out of the working
i nterest.

BILL HARRIS: So, this is something that's normally

done and we just...it's normally...it's normally done in the
normal course of...when you have nore than one working
interest owner in a well. But it's not normally included in

an AFE, which are submtted for purposes of forced pool ed

© 00 N o o b~ w DN

party trying to figure out whether or not it's to their

[
o

econom c benefit to participate. | nean, | don't know how

[
[

you' d include it in an AFE unless you take it, you know,

=
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twelve tinmes that figure tinmes thirty years or whatever you

[
w

t hought the economc---.

[y
SN

TODD TETRICK: Yeah, it's an operational cost.

[
(631

JIMKISER It's an operational cost.

=
(o)}

TODD TETRICK: |t's an expense.

[
\‘

JIMKISER But they asked ne to tack it on there.
18 | don't nean to confuse anybody.

19 BILL HARRIS: Well, I"'mjust...well---.

20 JIMKISER | guess, it's a full disclosure thing.
21 They want people to know that if they participate, that's
22 sonething they're going to be hit with every nonth.

23 BILL HARRIS: Is this...well, but this is normally

24

162



© 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

done? | guess |I'mjust sort of surprised, | guess.

TODD TETRI CK: That would be taken to consi deration

and transportation costs, lift cost that would cone back
agai nst sonebody that wanted to partici pate. They would
essentially be transporting in CNR s pipeline. So, that
woul d come off of that.

BILL HARRIS: So, each person that chooses to

participate and that's...is that what you're saying?
JIMKISER  Yeah. Well, they would...it would be
netted out of their pro-rata share of the working interest if
they elect to participate. It wouldn't be $350 to each
person. If they had 2% it would be 2%
BILL HARRIS: Oh, okay. GCkay.

BENNY WAMPLER: There's a |l ot of cost |ike he

mentioned, transportation costs and others, that are not
reflected on the AFE itself. It's just primarily dealing
with the well costs.

JIMKISER Drilling and conpletion basically is
what that fee is.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?
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JIMKISER W'd ask that the application be
approved as submtted, M. Chairnman.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: Mdtion for approval for agenda item

nunber fifteen.

DONALD RATLI FF: | 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 Col unbi a Natural Resources,
| ncorporated for pooling of a conventional gas unit
identified as 24902, docket nunber VGOB-02-09/17-1078. W'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,
JimKi ser, again, on behalf of Colunbia Natural Resources.

Qur witnesses will again will be M. Stover and M. Tetrick.
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"1l remnd themthat they' re under oath. Again, we have a
revised Exhibit B and a revised AFE for you.

(Exhibits are distributed.)

RONALD STOVER

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

Q M. Stover, if you' d again state your nane

for the Board, who you're enployed by and in what capacity?

A Ronal d Stover, enployed by CNR as a contract
| and man.

Q And you're famliar with CNR s application
seeking the establishnment of a drilling unit and pooling any

unl eased interest for CNR well nunmber 24902, which was dated
August the 16th, 20027

A Yes.

Q Does CNR own drilling right in the unit
i nvol ved here?

A Yes.

Q And does the proposed unit as depicted at
Exhibit A that being the plat to the application, include
all acreage within 2500 feet of the proposed well?

A. Yes, it does.
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Q Now, prior to filing the application, were
efforts made to contact each of the interest owners within
the unit and an attenpt made to work out a voluntary | ease
agreenment ?

A Yes.

Q And at the tinme we filed the application
what was the interest of CNRwithin this unit?

A 99. 76%

Q And at that tinme the unleased interest
within the unit was 0.24%

A Yes.

Q And once agai n, subsequent to the filing of
the application, have you and the | and departnent continued
to attenpt to reach agreenents with unleased interests as
listed at the original Exhibit B?

A Yes, we have.

Q And once again, you haven't been successful
at obtaining sone additional |eases?

A Yes.

JIMKISER Once again, |'ll attenpt to | ocate
those within this revised exhibit for the Board. Page five,
we've got Iris Bishop again, two fromthe bottom page siXx,

Cora Boyd agai n; page seven, Eura D xon, MI|ton Boyd and
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Lester Boyd; and then Iris Bishop again on the next to the
| ast page.

Q So, the sane parties that we obtained
additional |eases for in the previous well that we just
pool ed, correct?

A Yes.

Q And what, at this tinme, at the tine of the
heari ng, what percentage of the unit renmains unl eased?

A Unl eased 0. 07%

Q Ckay. Now, we do, again, have the sane
unknown interest owner in this unit. You testified
previously that you made reasonable and diligent efforts to
| ocate that unknown owners?

A Yes.

Q Now, are the address as set out in the
Revi sed Exhibit B to this application the | ast known
addresses for the respondents?

A Yes, it is.

Q And are you requesting the Board to force

pool all unleased interest as listed at our new Exhibit B?

A Yes.
Q And, again, are you famliar with the fair
mar ket value of drilling rights here and in the surrounding
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area?

Yes, | am
Q Coul d you advise the Board as to what those
are?
A A $5 bonus, five year termand a one-eighth
royalty.
Q I n 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
within this unit?

A Yes.

JIMKISER M. Chairman, if we could, in regards
to the...again, the elections options afforded the unl eased
parties as listed in the Revised Exhibit B and the tine
periods in which they have to exercise those options, the
testinony was taken in the hearing just previous to this,

t hat bei ng VGOB docket nunmber 02-09/17-1077 be incorporated
for 1078.

BENNY WAMPLER:  That will be incorporated.

Q And who shoul d be nanmed operator under the
force pooling order?
A Col unmbi a Nat ural Resources.

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

BENNY WAMPLER:  Questions from nenbers of the
Boar d?

BILL HARRIS: Just a point of clarification, the
Exhi bit B that was handed out, | have two pages that appear
to be the sane. | think the fourth page, Janice Fay Deel is
at the top of both. But |I don't see any difference. |Is that

just an error in putting that together?

sonet hi ng

JI' M Kl SER: It nust be because m ne doesn't---.

RONALD STOVER: Yeah, m ne doesn't either

JI' M Kl SER: Secretarial error.

BILL HARRIS: Okay. | just didn't know if---.
JIMKISER |'msorry.

BILL HARRIS: ---1'd m ssed sonething on tracts or
i ke that.

JIMKISER This one doesn't either. Let ne give

you this one.

BILL HARRIS: Ckay. Wll, no, | can just---.

JIM KISER Ckay.

BILL HARRIS: ---toss one of these out. But, okay,
| just wondered, like | said, if |I had just m ssed sonething.
No ot her questi ons.

BENNY WAMPLER:  Any ot her questions?
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(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

TODD TETRI CK

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

Q M. Tetrick, again, you' re enployed by CNR
i n what capacity?

A Engi neer.

Q And do your responsibilities include
the...this particular prospect and the other prospects in
Virginia?

A Yes.

Q And you're famliar with the proposed

devel opnent of this particular well?

A Yes.

Q And what is the total depth of this proposed
wel | ?

A 5700 feet.

Q And is CNR requesting the force pooling of

conventional gas reserves, not only to include the designated
formations, but any other fornmations excluding coa

formati ons which nay be between those fornations designated
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fromthe surface to the total depth drilled?

A Yes.

Q Esti mated reserves for this unit?

A 400, 000, 000 cubic feet.

Q Again, you're famliar wwth the well costs

for the proposed well?

A Yes.

Q And a revised AFE been revi ewed, signed and
submtted to the Board today?

A Yes.

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

A Yes.

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

A Yes.

Q And could you state for the Board both the
dry hole costs and the conpleted well costs for 249027

A The dry hol e $234, 111, conpleted well costs
$422, 381.

Q And, again, does the increase in the cost

over the AFE that was initially submtted with the
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application, is it again represented by the additional |and
and | ease cost?

A Yes.

Q And does your AFE...do your costs anticipate
a multiple conpletion?

A Yes.

Q And in your professional opinion, would the
granting of this application be in the best interest of
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: Questions from nenbers of the

Boar d?

BILL HARRIS: Let ne just ask this, I'mgoing to

quit asking questions. Always say that, though.

BENNY WVAMPLER® M. Harris.

BILL HARRI'S: The well plan...that power

transm ssion, | don't renenber seeing those on well plats
we've had before. |Is that of any inportance or is that just
for information purposes, | nean, to the Board, | guess |I'm
aski ng?
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TODD TETRI CK:  The surveyors probably put that on

t here because---.

BlILL HARRI' S: Just because---.

TODD TETRICK: ---it was put on the reclamation

pl an because it's a manmade feature that we address in our
permt...well permt. So, that's probably why it's in there.

BILL HARRI'S: But that should have no bearing on

what - - - ?
TODD TETRI CK:  No.

BILL HARRI'S: Okay, fine. Thank you.

BENNY WAMPLER. Wbul d you restate your esti mated

total depth?

TODD TETRICK: It was 5700 feet.

BENNY WAMPLER: | noticed on both of those, the

| ast one and this one too, even the revised one is different
than what's showi ng on the---?

TODD TETRI CK: The reason for that would be that

when the original AFE was done, there was a certain depth put
in. |If the well was noved at all, the depth changed. So,
that is an error.

BENNY WAMPLER:  Thank you. Any ot her questions?

JIMKISER But, |I think, in our application it

does say 5700 feet.
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SHARON Pl GEON: Uh- huh.

BENNY WAMPLER:  Yeah. It was just different on

the---7
JIMKI SER On the AFE, yeah

BENNY WAMPLER: Do you have anything further?

JIMK SER W'd ask...M. Chairman, we'd ask that
t he application be approved as submtted.

BENNY WAMPLER: Is there a notion?

BILL HARRIS: M. Chairman, | nove that we approve

the application for the docket nunber ending in 1078.
think that's the one...yes.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi ons?
(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. Thank you very
much. One thing that's hel pful when you cone back...| nean,

you did very good job in leasing and everything, but if
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you' Il nunber the pages like in the exhibits and things |ike
that, it's easier to follow That's always hel pful.
appreciate it.

JIMK SER Wll, they are nunbered but they're not
nunbered at the bottom It was enmil ed.

BENNY WAMPLER:  Ckay.

RONALD STOVER: That's that conputer glitch

JIMKISER Yeah. And we will correct it.
BENNY WAMPLER.  Did you nake a deal with M.

Swartz?

JIMKISER  Yeah, he's...no, | hadn't nade any
deals with M. Swartz.

(Laughs.)

JIMKISER He's up next, | guess.

MARK SWARTZ: | think we can---.

JIMKISER Do you want to go ahead and do those
t hree?

MARK SWARTZ: Yeah. Maybe you need to think about

this while | do that. | think you and | can stipul ate that
the Board can enter their standard order on the three
poolings with the one change that you want based on the
applications and records submtted, w thout testinony. Wy

do we need to do that? Think about it. W'Il|l do these
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escrows.
JIMKISER  Ckay.

MARK SWARTZ: And we nay be able to take care of

three as well.

BENNY WAMPLER: Does anybody need a break?

MASON BRENT: | just had m ne.

(Laugh.)
BENNY WAMPLER: The next itemon the agenda is a

petition from Buchanan Production Conpany for a coal bed

met hane unit identified as BB-8 in the Oakwood Coal bed
Methane | Field order, I'mgoing with itemtwenty on your
agenda just so that you know, for anendnent of prior pooling
order, disbursenent from escrow regardi ng tract 2D and

aut horizing for direct paynent of royalties. This is docket
nunmber VGOB-90-10/10-0033-01. We'd ask the parties that w sh
to address the Board in this matter to cone forward at this
time. M. Swartz, you'd al so asked to conbi ne twenty,
twenty-one and twenty-two, is that still---?

MARK SWARTZ: Yes, M. Chair nan. Les and Anita and

| are here on these...on twenty, twenty-one and twenty-two if
you coul d conbi ne those because they're all simlar.

BENNY WAMPLER:  |'l| go ahead and cal |l those.

Twenty-one, a petition from Buchanan Producti on Conpany for a
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coal bed nethane unit identified as AA-8. This is also for
anendnent of a prior pooling order and di sbursenent of the
funds fromtract 1A, 1D, 1E and 1F authorizing direct paynent
of royalties. This is docket nunber VGOB-90-10/10-0032-01.
Al so, a petition from Buchanan Production Conpany for a

coal bed nethane unit identified as Z-8 for amendnent of a
prior pooling order and di sbursenent from escrow regarding
tracts 1A and 1B and authorizing direct paynent of royalties,
docket number VGOB-91-04/30-0114-01. We'd ask the parties
that wish to address the Board in these matters to cone
forward at this tine.

MARK SWARTZ: Al so, be Anita Tester, Les Arrington,

Mark Swartz on those two.
(Exhibits are distributed.)
MARK SWARTZ: M. Chairman, these are disbursenent

applications, but they are a little different than the

typi cal disbursenent. W have passed out to you all return
receipts for mailing and the proof of publication. The
reason that we nmailed all of the respondents and...that we
have...that we previously pooled and al so published is
because all three of these units have been remapped
mnimally, but their percentages have changed. Before, you

know, we could solicit a change in the...in the plat and the
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associ at ed percentages, you know, we had to give notice to
everybody. So, one of the things that we're asking for the
Board to do today, it will only take a nmonment with Les and
Anita, is to approve the new plats, which are revised
slightly fromthe originals and the new percentages; and then
secondly, and we'll get to this with Anita in a nonent, we
have a split agreenent between sonme of the fol ks involving
sonme of the tracts in each of these three units and we'd I|ike
to have a di sbursenent fromescrow and ability to pay
directly in the future. But let's start with the napping

i ssue.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I"'mjust going to remnd you're still
under oat h.
Yes.
And could you state your nane for us,
pl ease?

A Leslie K Arrington.
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Q Wul d you tell the Board what happened here
with regard to the mappi ng and the percent ages?

A As we went back to do...to get ready to do
the, 1'Il call it a royalty split, we noticed that we needed
to do sone additional mapping work. W revised the map
accordingly. The lines didn't change a whole lot. The
one...one thing that...it was one tract boundary that we |eft
out. It was the sane people. But the boundary is in there
now. And we adjusted the percentages and acreages
accordingly. So, | don't think there will be any problens
with any of the owners because they're all still init. The
boundari es just changed sonewhat.

BENNY WAMPLER.  The map...you're tal king about the

map that was in the application that we have?

MARK SWARTZ: Ri ght .

LESLIE K. ARRINGTON: Yes. That's the revised nap.

Q And then the tract identification would al so

be revised to reflect---7?

A They were.

Q ---the adjusted percentages?

A Yes, it was.

Q And then the Exhibit B-3, although we've got
the sane fol ks, the percentages and acreages wi |l change
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slightly?

A It was.

Q And that would be true of all three thenf
A Yes, it is.

Q And the new maps and the new tract |IDs and

t he new percentages are what's attached to the three
applications?

A Yes, it is.

Q Ckay. Have sone of the folks in these three

units entered into a split agreenent?

A Yes, they have.
Q And who are those peopl e?
A You'll see in each one of them it will have

an Exhibit EE. Most of the tinme it's going to be Harrison
Watt and Lonso Hodge, and then | think there's another
party, Robert Rash. And all those nanes and information is

listed in the Exhibit EE.

Q In Z-8, there's also a M. Robert Rash?
A Yes, it is.
Q And have those fol ks agreed to divide the

royalty in half?
Yes, they have.

Q And they have witten agreenents to that
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effect?

A. Yes, we do have.

ANI TA TESTER

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Ani ta, have you gone back to try and nake
sonme cal cul ations here to allow this to happen?

A Yes.

Q Do you want to tell the Board what you've
done and what the exhibits that you' ve shared with them today
mean?

A Ckay. First, | gather the information from

l.L.M. And---?

Q Wo is I|I.L.M? | nean, what do they do---7?

A Qur | ease nmanagenent.

Q What do they do for you guys?

A They take care of paying our royalties into
t he escrow account.

Q Ckay.

A And so they sent ne a list of the check

totals for each account and then | try to balance it with the

| edger sheets fromthe bank. And for all three accounts, for
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t hese accounts, they were started in '93. There were sone
| edger sheets mssing. So, | couldn't go back fromthe very
begi nni ng of the account and get interest figures.

Q Now, who's | edger sheets were m ssing, yours

or the banks?

A The banks.

Q Ckay.

A First Virginia.

Q Ckay. And have...is that sonething that

you' ve di scussed with Harrison Watt and Lonso Hodge and M.
Rash?

A Yes.

And what sol ution has everyone agreed to?

A Well, they have decided to take their
percent age of escrow, they've signed an agreenent saying that
they will agree to take their percent of escrow, you know,
because we can't bal ance the account. You know, the bank
shows nore than what we show. W believe that's because of
interest. That's the only reason | can't balance it. |[|'ve
tal ked to Bob. W' ve |ooked through his information at his
office and we just can't find it. But it's fromthe ol der
' 93 nont hs.

Q Ckay, do the---?

182



© 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

MASON BRENT: The bank shows nore in the account

t han---7?

ANI TA TESTER  Yeah, all the accounts show nore.

MASON BRENT: ---you do?

ANl TA TESTER:  Uh- huh.

MASON BRENT: So, which are you paying, the nore or
the | ess?

ANl TA TESTER We're paying...what we're going to
do, let this...well, this...that | handed out here, we're

going to take the bank bal ance and take their percent of
escrow and pay it that way.

MASON BRENT: Ckay.

ANI TA TESTER. Wiich is really the only---.

MASON BRENT: So, you're going to use...you're

going to use the bank's bal ance?

MARK SWARTZ: Ri ght .

ANI TA TESTER Right. And we've showed this to the

peopl e involved in the royalty splits and they...we' ve got
copi es of the agreenents where they signed saying that that's
okay with them We'IlIl just go by the percentage of what's in
t here.

MASON BRENT: Right. Right.

MARK SWARTZ: Anot her reason that we noticed
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everybody is potentially other people in the unit who have
escrowed funds would have a dog in the hunt here if they
didn't approve that this was a reasonable way to solve this
problem You know, today would be the day for themto argue
about that.

MASON BRENT: Well, that was the question | was

going to ask, is well did you receive any response from any
of these other folks with the second nane?

ANI TA TESTER. No, but---.

MARK SWARTZ: | nean, other than the people that

are splitting the royalty.

MASON BRENT: O her than the people that are

splitting. Did anybody call in and have an objection to the
revised plat?

ANI TA TESTER. No, the only...we had sone calls

fromthe Arns heirs because they were interested in doing the
royalty splits thensel ves. A lot of themwere here | ast
month. But other than...as far as objections, no.

MASON BRENT: Ckay.

Q Now, what is in terns of nobney to cone out
of escrow that you are proposing, and just take each...each
unit at a time, you know, start with AA-8 and then Rash and

Hodge cl ai ns?
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A Ckay, you nean---7?

Q Right. Wsat should the disbursenent orders
say?

A Ckay, for AA-8, we're going to disburse
tracts 1A and each owner will receive 18.50344% which that
woul d be Harrison Watt and Robert Rash. And Tract 1D would
be Harrison Watt and Lonso and Nancy Hodge and each owner
woul d get 4.28303% Tract 1E is also Lonso and Nancy Hodge
and that would be 12.13525% of escrow. And tract 1F, Lonso
and Nancy Hodge, 3.57...3.53788%to each owner.

Q And then the dollars that that translates to
are in the farthest right hand columm for each owner com ng

out of escrowwith regard to AA-8, correct?

A Uh- huh.

Q Have you done the sanme thing with regard to
BB- 87

A Yes.

Q Ckay, and which tracts are going to be

di sbursed out BB-8?
A Just 2D.
Q Ckay. So, the only thing that the
di sbursenent order would reflect there woul d be what percent

and what doll ars?
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A. 2.02820% ..well, these bal ances are as of

Septenber the 30th. So---.

Q We'l|l get to that.
A Ckay.
Q So, it would be...as of that date com ng out

of BB-8 would be an allocation of 2.02820% which equals how
much dollars to each of the parties that have a split
agr eenent ?

A $1, 421. 30.

Q And then what...what tract or tracts are
bei ng di sbursed with regard to unit Z-8?

A It will be 1A and 1B.

Q And the percentages and the dollars to each
owner fromthose two tracts woul d be what?

A Ckay, for tract 1A Harrison Watt and Robert
Rash it will be 38.05317% which equals $15, 994. 13 per owner;
and for 1B it would be Harrison Watt, Lonso and Nancy Hodge,
7.23725% which is $3,041.89 per owner.

Q Ckay. Now, these nunbers are through what
dat e?

A Sept enber the 30t h.

Q So, if there is noney deposited after

Septenber the 30th, would it be split on the sane percentage
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or would you have to recal cul ate the percentage?

A No, the percentages would stay the sane.

Q Ckay, so this percentage can be re...reused
by the bank to allocate noney that the bank m ght receive
after Septenber, correct?

A Yes.

Q And are you al so asking that when the Board
enters the order with regard to these di sbursenents, that the
order provide that as soon as the bank, or as soon as the
operator receives that order, they can start paying these
peopl e directly?

A Yes.

Q s there anything else we need to tell the
Board about this?

BENNY WAMPLER. Go over AA-8 again. Is it al

tracts in AA-8?

ANl TA TESTER' No, it's just 1A, 1D, 1E and 1F

BENNY WAMPLER. 1D, 1E and 1F, okay. Thank you

ANI TA TESTER. Each one of the applications have

whi ch tracts are being disbursed on the top...top left hand
cor ner.
(M. Swartz and Ms. Tester confer.)

MARK SWARTZ: As long as we're...if there's not an
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objection, M. Chairman, there are four other escrow

di sbursenent matters on the docket today. Three of which we
need to continue because we don't have the nunbers. But the
fourth one we could actually...we mght as well since we're
here, we have...we're ready to do the disbursenent on P-42
But we do not...we have not conpleted the work on the other
three. P-42 is docket nunber thirty-four.

BENNY WAMPLER:  You're ready to do that one.

MARK SWARTZ: Yeabh.

BENNY WAMPLER: Let nme ask a question on this. Go

over what changed on the maps again for ne.

LESLIE K. ARRINGTON: The lines actually...sone of

the |Iines changed.

BENNY WAMPLER:  None of the parties changed?

LESLIE K. ARRINGTON: No. None of the parties.

One of the reasons we remapped was fearful one of the lines
woul d cause...when we were |looking at it, it would get over
into another unit. But it did not. So, we're okay as far as
all of our notice issues. Again, that's one reason we felt
it was going to be best to notice all parties to |let them see
what we had done.

BENNY WAMPLER: Was that the case in all three or

just BB-8 as far as the map changed?
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MARK SWARTZ: No, | think the maps changed in al

t hree.

LESLIE K. ARRINGTON: The maps changed in all three
of them

BENNY WAMPLER:  That's what |---.

LESLIE K ARRINGTON: It's just---.

MARK SWARTZ: Ri ght .

LESLI E K. ARRINGTON: ---noved sonewhat. [|'m
sorry.

BENNY WAMPLER:  That's what | thought. | was just

clarifying for the record.

MARK SWARTZ: There was a mssing line in one.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: But they noved...and, | nean, we said

in the application, and this is true, but with regard to the
one mssing line, obviously, that's an additional fact, but
initially this stuff...this was mapped by Oxy and it was
paper maps with pencil. Now, this is all CAD naps w t hout
pencil lines. Just redrawing that stuff changes the
percentages. So, when they went back to try and get the
nunbers right to make the disbursenents, they started...they
di scovered they weren't exactly congruent in sone instances

and in one case, you know, they were mssing a |line and we
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just needed to straighten that out. So...and periodically we
have been back here. W haven't been back here for a while.
But occasionally we cone back just to fix percentages.

BENNY WAMPLER: Sur e.

MARK SWARTZ: | know Benny renenbers. But it has

been a while. But every once in a while there are
just...there's enough of a difference between the mappi ng
technics that the percentages change where we have to dea
W th them

BENNY WAMPLER:  Ckay, any questions from nenbers of

the Board on these three?
(No audi bl e response.)

BENNY WAMPLER.  |'m going to go ahead and deal wth

them Do you have anything further, M. Swartz, on these?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: Motion for approval, M. Chairnman

of twenty, twenty-one and twenty-two of di sbursenents.

BENNY WAMPLER: | have a notion for approval. |Is

there a second?

MASON BRENT: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you.

BENNY WAMPLER:  Now, you're going to nove to

thirty-four and get that---7?

MARK SWARTZ: |If you don't m nd.

BENNY WAMPLER: - --di sbursenent? Ckay, the next

itemthat we'll call will be the Board's docket nunber...or
item nunber thirty-four...agenda itemthirty-four. A
petition from Pocahontas Gas Partnership for a coal bed

met hane unit identified as P-42, for an anmendnent of prior
pool i ng order disbursenent fromescrow regarding tract 2 and
aut hori zing for direct paynent of royalties, docket nunber
VGEOB- 93- 03/ 16-0341-01. 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 Anita Tester.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.
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ANI TA TESTER

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, have you done the work to account for
the escrow funds and the di sbursenent that is proposed with
regard to P-42?

A Yes.

Q Ckay, what tract are we tal ki ng about a

di sbursenent com ng out of?

A Tract 2.

Q Is that the only tract that's escrowed?

A Yes.

Q So, that will effectively close this escrow

account entirely?

A Yes.

Q Tell the Board what you...what you did and
what your spreadsheet represents.

A Ckay, as with the others, | gather the
information froml.L. M, which they send ne the check anounts
that they sent to the bank. | verify that wth the | edger
sheets fromFirst Virginia and First Union. And the

accounts, | balance with what the bank has is a bal ance of
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$55, 023. 25.
Q As of when?
A As of Septenber the 30th.
Ckay. And is that entire anount going to
cone out?
A Yes.
Q Ckay, the fol ks who have signed a split
agreenent, are they going to divide that 50/ 507
A Yes.
Ckay. And who are the people that are going
to receive those funds?
A It's the Hurt McQuire heirs and Reserve Coal

Properti es.

Q And t he who?
A Reserve Coal Properties.
Q Ckay. And is there an agreenent that they

woul d di vide between the Hurt McQuire heirs and Reserve Coal
50/ 507

A Yes.

Q Ckay, so each party woul d recei ve one-half
of the $55, 023. 257

A Yes.

Q And would it be true that if noney is
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recei ved by the bank between the entry of the order and
Septenber 30th that that...those funds woul d al so be subj ect
to the agreenent and be split 50/507?

A Yes.

Q And are you requesting that the Board's
order authorize the operator to pay royalties in the future

directly to these fol ks based on their split agreenent?

A Yes.

MARK SWARTZ: That's all | have with regard to P-
42.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

(Board confers anong thensel ves.)

BENNY WAMPLER:  That is through 9/30/02?

ANI TA TESTER:  Un- huh.

BENNY WAMPLER. Ckay. The total ?

ANI TA TESTER  Yes.

BENNY WAMPLER:  Ckay. O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No, | don't.

BENNY WAMPLER: Is there a notion?

MASON BRENT: M. Chairman, | nove that we grant
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this application to disburse.
DON HALL: | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(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. Thank you.

MARK SWARTZ: Thank you. Lets see---.

BENNY WAMPLER:  Tel | ne agai n on your housekeepi ng.

MARK SWARTZ: (Okay, we...with regard to...wth

regard to thirty-three, thirty-five and thirty-six, and |
think M. Wlson's aware of this, we got interest fromthe
bank...further interest nunbers as of last Friday. And in
checking that, determ ned that sone interest nunbers are
clearly mssing. So, we don't have the rest of the data and
we probably need just to continue---.

BENNY WAMPLER: Cont i nue?

MARK SWARTZ: ---this until next nonth. | nmean, it

| ooks Iike we're going to get the answers on this one...on

195



© 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

these three. But if we could continue thirty-three, thirty-
five and thirty-six until next nonth, that would be great. |
think M. Kiser and | have an agreenent that would avoid a
heari ng on---.

BENNY WAMPLER: Do you need tinme to resol ve that?

MARK SWARTZ: | think we have it...why don't you

just go get him | think...think we've resolved it, which
woul d take care of twenty-three, twenty...docket nunbers
twenty-three, twenty-four and twenty-five. | think what Jim
and | have agreed on behalf of our clients in regard to
twenty-three, which is unit K-75, itemtwenty-four, which is
L-76, itemtwenty-five, which M76 is that Sharon could
prepare just a traditional order based on the exhibits that
we' ve submtted for each...for all three of these units that
would give CNR the traditional election rights so that they
have an opportunity to participate if they want to. The only
change that would be required fromwhat we nornally see from
you woul d be that you provide that CNR s paynent, if they
participate, is due...how many days fromdrilling...to
comencenent of drilling?

JIMKISER  Unh---.

MARK SWARTZ: Thirty days or forty-five days from

comencenent of drilling?
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JIM KI SER  Subsequent to commencenent of drilling?

MARK SWARTZ: From..from after.

JI' M Kl SER: From after?

MARK SWARTZ: Right. So, you have to elect as

normal - - -.
JIMKISER  Right.
MARK SWARTZ: ---but then pay---.

JIMKISER Forty-five days would be great.
MARK SWARTZ: (Okay. So, just nake that change.

You know, it's the sane period to elect, but their
paynent - - - .

JIMKISER Sane thirty day el ection period, but
normally...there is no regulation controlling when the
participating party has to pay their fair share. Normally,
we do that through testinony and ask that it's paid in
advance. In this particular case, we're asking that the
order state that that noney be paid into escrow forty-five
days after the commencenent of drilling.

MARK SWARTZ: And two of the three wells, just for

your heads up, have been drilled. So, it's only---.
JIMKISER Ch, really?
MARK SWARTZ: It's only going to affect the third.

But...so, get your checkbook out.
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(Laugh.)
SHARON PIGEON: It's going to affect---.

MARK SWARTZ: But they need to know that.

JI' M Kl SER: OCh, we didn't know t hat.

MARK SWARTZ: Yeah. You're welcone. Ckay, but I

think...is that...is that our agreenent?
JIM KI SER  Yes.
MARK SWARTZ: (Okay. Now, if you're---.

BENNY WAMPLER:  You w t hdrew sevent een, ei ghteen

and ni net een.
JIMKISER  That was our application for pooling.
MARK SWARTZ: That was his application.

BENNY WAMPLER: | under st and.

JIMKISER W didn't have, you know, the right
exhibits and we were trying to nake sure that we protected
our interest and we were taking a stab at that. Then when
they cane in and filed their applications to pool the sane
three units, they're essentially giving us the relief that we
were going to request anyway and we're fine with M. Swartz's
draft order with the exception of should we elect to
participate. W'd |like to change the tine in which we have
to pay those costs.

BOB W LSON: Yeah, M. Chair nan.
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BENNY WAMPLER: M. WIson.

BOB WLSON: The...this is a bit strange because we

received the application for pooling initially from CNR---.

BENNY WAMPLER  Ri ght .

BOB WLSON: ---and we assigned it a docket nunber

at that tinme. At that tinme, it was to be heard, | believe,
in Septenber. After which, Consol interest filed to pool the
same units and we issued an 01 on to the end of each of these
docket nunbers indicating that...anticipating that the Board
woul d have handled it already and they woul d either be
repooling it or pooling it. So, what we would |like to do now
is drop that 01 designation fromthis and just have each of
these...and in 1079, for K-75, 1080 for L-76 and 1081 for M
76 without any Ols indicating nmultiple considerations.
Anybody confused?

BENNY WAMPLER' M. Kiser and M. Swartz, do you

under st and t hat ?

MARK SWARTZ: Yes.

JIM KI SER:  Yes.
MARK SWARTZ: That's fine with us.

BILL HARRI'S: And when...well, just as---.

MARK SWARTZ: They're dropping the 01.

Bl LL HARRI S: | know t hese others were w t hdrawn.
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But do you all not keep records that they were actually

submtted? | nean, does that...| nean, they're different
names. | guess...| guess |'m asking about record keeping for
you all, | guess.

BOB WLSON: Normally, we will issue a docket

nunber to the first consideration---.

BILL HARRIS: Right.

BOB WLSON: ---of any unit for pooling. |If that

unit is repooled or actions taken inside that unit, then

we'll put an 01 on the end of that to indicate---.

BILL HARRIS: R ght. | understand that.

BOB WLSON: ---any subsequent thing. W do keep a
record. But we'll keep the records of both filings in this
file.

BILL HARRI'S:  Ckay.

BOB WLSON: But we wll only assign it---.

BENNY WAMPLER: Just have one nunber.

BILL HARRI'S:  Ckay.

BOB W LSON: ---the initial nunber.

BILL HARRI'S:  Ckay.

BENNY WAMPLER: Because it really nesses things up

for later on tracking.

BILL HARRIS: R ght. Yeah.
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BOB WLSON: It will have us |ooking at things that

aren't there if we do that.

Bl LL HARRI S: Yes. | understand. Yeah. Yeah.

BENNY WAMPLER: Ckay, is everybody clear?

MARK SWARTZ: That's it. Wiich two were drill ed,

Les? The Kis not drilled, right? L---.
LESLIE K. ARRINGTON: K-75 and M 76.

MARK SWARTZ: Oh, they are drilled.

LESLI E K. ARRINGTON: K-75 and M 76.

JI' M Kl SER: K and Mare drill ed.
LESLI E K. ARRINGTON: L-76 is not.

BENNY WAMPLER: | think we need a Board approval.

Is there a notion?

KEN M TCHELL: | make a notion, M. Chairman, for

that...for approval

BENNY WAMPLER. Ckay. Mbdtion, is there a second?

Bl LL HARRI S: Excuse ne. Can | ask what the notion

MASON BRENT: Yeabh.

BILL HARRI'S: To change those and nmake the

adj ustnent in those nunbers, is that what we're---7?

BENNY WVAMPLER: W th the---.

MARK SWARTZ: And to enter it as essentially agreed
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orders pooling those three.

BENNY WAMPLER: Yes. An agreed order pooling with

the addition that M. Kiser and M. Swartz agreed to.
think Ms. Pigeon has the---.
MARK SWARTZ: And the renunberi ng.

BENNY WAMPLER: - - -l anguage and the renunbering

that M. WIson suggested. |Is that---?

KEN M TCHELL: Yes, sir. That is correct.

MASON BRENT: The only two parties to this pooling

are CNR and Consol ?

BENNY WAMPLER.  Wbul d you answer that question?

BOB W LSON: Yes.

JIMKISER |'msorry.
MASON BRENT: The two parties involved in this

pooling are---7?

BENNY WAMPLER.  The only two parties.

JIMKISER  Right.
BENNY WAMPLER: ---Consol and CNR?

JI' M Kl SER: Correct.

MASON BRENT: |'mrecusing nyself.
BENNY WAMPLER: | understand. |'ve got a notion on
the floor. 1s there a second?

DONALD RATLI FF: Second.
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BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you all very nuch.

BENNY WAMPLER:  Thank you. |s everybody okay to

keep going? Do you need a break?

MASON BRENT: Keep goi ng.

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 VG 505181, docket nunmber VGOB-02-10/15-1084.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JI' M Kl SER: M. Chairman and Board nenbers, Jim

Ki ser on behal f of Equitable Production Conpany. Qur w tness

inthis matter will be M. Don Hall. [1'll rem nd himthat
he' s been previously sworn.

(Wait until roomis clear.)
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BENNY WAMPLER: The record will show there are no

others. You may proceed. | was just waiting until it
cl eared out.

JIMKISER Oh, that's okay.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

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

A My nanme is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as district |andnman.

Q And do your responsibilities include the
land involved in this unit and in the surroundi ng area?

A They do.

Q Are you famliar with Equitable's
application seeking a pooling order for EPC well nunber VC
505181, dated Septenber the 11th, 20027

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted in Exhibit A,

that being the plat to the application?
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W are.
Does Equitable own drilling rights in the
unit here?
A W do.
Q Now, prior to filing the application, were

efforts made to contact each of the interest owners within
the unit and an attenpt made to work out a voluntary | ease
with all the owners?

A Yes.

Q What is the interest of Equitable within the

gas estate in the unit?

A We have 99. 71% | eased.
Q And the interest in the coal estate?
A The sanme, 99.71%
Ckay. Are you famliar wth the ownership
of drilling rights of parties other than Equitable underlying

this unit?

Yes.

And what is that?

.29%

W don't have any unknown owners?

No.

o > O » O »

I n your professional opinion, was due

205



© 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

diligence exercised to | ocate each of the respondents naned
in Exhibit B?

A Yes.

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B?

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

surroundi ng area?

A Yes.

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

A A $5 dollar bonus, a five year term and one-

eighth royalty.

Q In your opinion, do these terns you have
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.
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JIMKISER M. Chairman, as to the election
options afforded the renmaining unleased parties and their
time periods in which to make those el ections, we'd ask that
the testinony taken previously back in VGOB docket nunber 02-
09/ 17-1075, which was Equitable's first force pooling today,
be incorporated at this tine.

BENNY WAMPLER: That wi || be incorporated.

Q Ckay. Now, M. Hall, do we have a
conflicting claimant situation here?

A No, we have...the unl eased party owns the
coal, oil and gas.

Q Ckay. So, we don't need to establish an
escrow account ?

A No.

Q And who shoul d be nanmed t he operator under
the force pooling order?

A Equi t abl e Producti on Conpany.

And what is the proposed depth of this well?

A 2405 feet.

Q And the estimated reserves of the unit?
A 900, 000, 000 cubic feet.

Q Now, are you famliar with the well costs

for the proposed well ?
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A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board?

A It has.

Q Was t he AFE prepared by an engi neering
departnment know edgeabl e in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q Does it, in your professional opinion
represent a reasonable estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs for 5051817

A The dry hol e costs would be $92, 208, and the
conpl eted well costs would $222, 004.

Q Do these costs anticipate a multiple
conpl eti on?

A They do.

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. [t woul d.

JI M KI SER

time, M. Chairmn.

Not hing further of this witness at this

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

Bl LL HARRI S: M. Chairman, there was...in

Exhibit...let me ask M. Hall. |In Exhibit B, the total gas

estate, it tal ks about .29% unleased. AmI| m ssing

sonething? 1|s that.

one that's there?
DON HALL:
JI M KI SER

..the | ease by Consol Energy, is that the

That's correct.

That's correct.

BILL HARRI'S:  Ckay.

JI M KI SER

That's the only unl eased interest.

BILL HARRIS: Okay. On the sane page.

JI M KI SER

Unl eased to Equitable.

BILL HARRI'S: Yeah, okay.

BENNY WAMPLER: Ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI M KI SER

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

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: M. Chairman, | nove the adoption

of application on docket nunber twenty-eight.

Bl LL HARRI S: | 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 Equitable Production Conpany
for pooling of a coal bed nethane unit under the Nora Coal bed
Gas Field order identified as VG 502970, docket nunber VGOB-
02-10/15-1085. W'd ask the parties that wi sh to address
the Board in this matter to cone forward at this tinme.
JIMKISER M. Chairman and nenbers of the Board,
Ji m Ki ser on behal f of Equitable Production Conpany. Qur
wtness will again be M. Don Hall. In hindsight, I should

have consolidated this one with the earlier well that we did,
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whi ch was---.

DON HALL: 97.

JIMKISER  Yeah. 502597, docket nunber -1076.
It's the exact sane parties that we're pooling here, the
B. S. Powers heirs. But having not done that---.

BENNY WAMPLER: Wl |, we'll need to go through it.

JIMKISER ---we'll need to go through it.
BENNY WAMPLER: Yes. The record will show there

are no others. You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you' d state your nanme for the
Board agai n, who you're enpl oyed by?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as district |andnman.

Q And you're famliar with Equitable's
application seeking a pooling order for EPC well nunber VC
5029707?

A Yes.

Dat ed Septenber the 11lth, 20027

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

A V¢ do.

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

A Yes.

Q What is the interest of Equitable within the
gas estate in the unit?

92. 2%

And the interest of Equitable in the coal

estate?
A 100%
And are all the unleased parties set out in
Exhi bit B?
A They are.
Q And you're famliar the ownership of
drilling rights of the parties other than Equitabl e?
A Yes.
Q And what is the interest in the gas estate

t hat remai ns unl eased?

A . 8%
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Q .8% And that, again, represents the
interest of the B. S. Powers heirs who we forced pool ed
earlier today in a previous hearing?

A That's correct.

Q Ckay. In your professional opinion, was due
diligence exercised to | ocate each of the respondents---7?

A Yes.

Q ---naned in Exhibit B? And are the
addresses set out in Exhibit B the |ast known addresses for
t he respondents?

A Yes.

Q And are you requesting this Board to force

pool all the unleased interest |listed in Exhibit B?

A Yes.

Q Now, are you famliar with the fair narket
value of the drilling rights here and in the surroundi ng
area?

A Yes.

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

A A $5 dol I ar bonus, a five year term and one-
eighth royalty.

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

A It does.

JIMKISER  Again, M. Chairman, regarding the
el ection options and the tinme afforded the...to the unl eased
parties...pooled parties to nmake their elections, we'd ask
that the testinony taken in docket nunber thirteen, 02-09/17-
1075, earlier today be incorporated, again.

BENNY WAMPLER:  That wi Il be incorporated.

Q And in this particular case, we do have a
Tract 3, a conflicting claimto the coal bed nethane. So, the
Board does need to enter or establish an escrow account for
that for the proceeds fromthat particular tract.

A It would be tract 2, yes.

Q Ch, I'msorry, tract 2. |It's tract 3 in the
ot her one. And who should be naned the operator under any
pool i ng order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of this
proposed wel | ?

A 1978 feet.

Q And the estimated reserves of the unit?
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A 275, 000, 000 cubic feet.
Q Are you famliar with the well costs for the

proposed wel | ?

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

A Yes.

Q Was t he AFE prepared by an engi neering
depart nent know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A It was.

Q In your opinion, does it represent a
reasonabl e estimate of the well costs?

A Yes.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs for well nunber
5029707?

A The dry hol e costs would be $77,273, and the
conpl eted well costs would be $197, 130.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.
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Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
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: Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman, let nme ask a question

about the Powers famly letter that you all gave us earlier.
What bearing does this have there? | guess |I'mstil
concerned about their second paragraph about noney held in
escrow. | don't know if that's about things that you all did
or sonething, But it's sort of confusion. They talk about
taking the 60% and 40% and that sort of thing. Could you---7?

DON HALL: We---.

BILL HARRIS: ---elaborate on that?

DON HALL: W previously force pool ed the Powers

famly in another well in addition to the two that we done
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today. Pine Mountain Ol and Gas, who is the...a Pittston

Conpany, which is pretty nuch one and the sane, are the

conflicting owmers to the Powers famly. A lot of cases in

recent years, they've gone to the oil and gas owner, they

bei ng the coal owner

get it out of escrow

and said, "let's split this royalty and

Evidently, they sent the Powers

famly a letter to broach the subject of splitting the---.

Bl LL HARRI S: Oh. But it was 60/40 rather than

50/ 507
DON HALL:
JI M KI SER

DON HALL:

Vell, that was---.
That was really their first intent.

That was their...|l guess they felt they

woul d do the paperwork and they wanted that extra 10% But |

thi nk...since then |

think it has basically been 50/50. But

they...they obviously offered thema 60/40 split. But

that's...you know, that's that conpany. He just confused it

W th---.

JI M KI SER

He confused it with Equitable.

Bl LL HARRI S: Yeah. Well, | nean, the letter said

it did serve, but it
didn't who---.
JI M KI SER

fromthe application

doesn't have a nmiled to address. So, |

It cane to ne. | guess he got ny nane

That's why | gave it to you all. |
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mean, | guess | probably didn't even have to do that.

BENNY WAMPLER: He's disclosing it because it

canme...cane as part of the application.

BILL HARRI'S: kay. GCkay. GCkay.

BENNY WAMPLER: s that correct?

JIMKISER Sir?
BENNY WAMPLER: You disclosed it to us because it

cane as part of the---?
JIMKISER |t canme---.

BENNY WAMPLER: - --Dbecause of the application?

JIM KI SER  Because of the application, right. |
mean, | guess | probably didn't even have to disclose it to
you. But | felt like |I should.

BENNY WAMPLER:  You did the right thing.

BILL HARRI'S: (kay, thank you.

DON HALL: One other item in the Exhibit B, again,
the zip code is wong. |'ve done a little research between
this hearing and the | ast hearing and the Cincho zip code is
24226. The Lebanon zip code is 24266. So, we put a 6 where
the 2 should be. W can correct that. A slip of the finger.

BENNY WAMPLER: Ot her questi ons?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?
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1 JIMKISER W'd ask that the application be
approved as submtted, M. Chairnman.

BENNY WAMPLER: Is there a notion?

A WwDN

DONALD RATLIFF: M. Chairman, |'d approve the

5 application---.

6 MASON BRENT: Second.

7 DONALD RATLI FF: ---concerni ng docket nunber

8 twenty-nine be approved.

9 BENNY WAMPLER: A notion and second.

10 MASON BRENT: Second.

11 BENNY WAMPLER:  Any further discussion?

12 (No audi bl e response.)

13 BENNY WAMPLER.  All in favor, signify by saying
14 vyes.

15 (Al nmenbers signify by saying yes.)

16 BENNY WAMPLER.  Opposed, say no.

17 (No audi bl e response.)

18 BENNY WAMPLER:  You have approval. The next item

19 on the agenda is a petition from Equitable Production Conpany
20 for pooling of a coal bed nethane unit identified as VC

21 509263, docket number VGOB-02-10/15-1086. We'd ask the

22 parties that wish to address the Board in this matter to cone
23 forward at this tine. You need to identify yourself first.
24
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JIMKISER Onh, |I'msorry.

BENNY WAMPLER: Yes. The record will show there

are no others. You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

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

A Don Hall. |'menployed by Equitable
Production Conpany as district |andman.

Q And you're famliar with Equitable's
application seeking a pooling order for EPC well nunber VC
509263, which was dated Septenber the 13th, 2002?

A Yes.

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

A Yes.

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

A V¢ do.

Q Prior to filing the application, were
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efforts made to contact each of the various interest owners
within the unit and an attenpt nmade to negotiate a voluntary
| ease?

A It was.

Q Now, what is the interest of Equitable
within the gas estate in this unit?

A We have 76.42% | eased in the gas estate.

Q And the interest of the coal estate in this
unit under |ease to Equitable?

A 94. 31%

Q Ckay. Now, we have force pooled...we call
these wells the Rogers wells and the Rogers cousins and we
force pooled themon quite a few occasions. But we do have
sone new Board nenbers here today. Do you want to explain or
do you want ne to explain sort of why these nunbers are
different as far as what's | eased and unl eased in the various
est at es?

A As far as the Rogers cousins are concerned,
we have an oil and gas | ease fromthe Rogers Bradshaw Trust,
which is Lon Rogers. And as far as the gas estate is
concerned, they own 75% of the gas and the cousi ns own 25% of
the gas. W have a conventional gas |ease fromall those

parties. In addition, we have a | ease covering just the CBM
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fromthe Lon Rogers/Bradshaw Trust tract. But we don't have
a CBM |l ease...a |l ease covering just the CBMfromthe cousins.

So, inthis case we're force pooling...the reason we're
force pooling it is because we don't have the CBM | anguage in
our | ease for the cousins.

Q So, even though it's possible or...it's
possi bl e that the conpany woul d assert the...nmake the
assertion that the...all the interests are covered because of
the situation where there hasn't been a determ nation of

whet her the gas estate owner or the coal estate owner owns

the CBM we've taken a conserve approach and el ected to pool

the cousins in these instances?

A That's correct. As far as the coal estate,
the Rogers Trust No. 1 owns all the coal. So, the
cousins...the Rogers cousins don't figure into the coal. O
course, in addition to the Rogers cousins, we're also force

pooling Plum Creek Tinber Conpany.
Q Right. In this particular situation. GCkay,
so at this tinme, what is the interest of the gas estate that

remai ns unl eased?

A 94. 31%
Q No, no, no, renains unleased.
A Ch, remains unleased. 5.69%
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Q And that's the coal estate. The interest in

the gas estate that's unl eased---7?

A 23. 8%

Q 23.8% of the gas estate---7?

A Ri ght .

Q ---is unleased at this tine and 5.69% of the

coal estate is unleased?

A That's correct.

Q Ckay.

JIMKISER It has been a |ong day, hasn't it?

(Laughs.)

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

A Yes.

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

A Yes.

Q Are you requesting this Board to force poo
all unleased interest as they are listed in Exhibit B?

A Yes.

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

A Yes.

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

A A $5 dollar bonus, a five year term and one-
eighth royalty.

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

A They do.

JIMKISER M. Chairman, at this tinme, we'd again
ask that the previous testinony regarding the el ections be
I ncor por at ed.

BENNY WAMPLER:  That will be incorporated.

Q Ckay, M. Hall, we do have, obviously, a
conflicting claimant situation on this well. So, we woul d
ask that the Board establish an escrow account?

A That's correct.

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

A Equi t abl e Producti on Conpany.
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Q
submtted to the

A
Q

And the proposed total depth for this well?
2275 feet.

And the estimated reserves for the unit?
400, 000, 000 cubic feet.

And has an AFE been revi ewed, signed and
Board as Exhibit C?

It has.

And was it prepared by an engi neering

depart nent know edgeable in the preparation of AFEs and

know edgeabl e in
A

Q

regard to well costs in this area?
Yes.

In your opinion, does it represent a

reasonabl e estimate of the well costs?

A
Q

It does.

Coul d you state for the Board both the dry

hol e costs and conpleted well costs?

A

The dry hol e costs would be $99, 459 and the

conpl eted well costs would be $193, 654.

Q
conpl eti on?
A
Q

for supervision?

Do these costs anticipate a nultiple

They do.

Does your AFE include a reasonabl e charge
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A. Yes.
Q And

granting of this appl

i n your professional opinion, would the

ication be in the best interest of

conservation, the prevention of waste, and the protection of

correlative rights?
A Yes.
JI M Kl SER

time, M. Chairnmn.

Not hing further of this witness at this

BENNY WAMPLER: Questions from nenbers of the

Boar d?

DONALD RATLI FF:  The---.

BOB W LSON:

M. Chai rman. .. excuse ne.

DONALD RATLI FF: Go ahead. Lebanon's zip code is

wrong in this one.

DON HALL: That's the problemw th conputers, it's
already...it's in there.

BOB WLSON: M. Chairman, | believe the Board has
a letter fromthe Rogers Trust | and Il stating---.

JIMKISER That's right, there's a royalty split

agreenent init.

BOB W LSON:

---a blanket split agreenent. It does

apply to this pooling, does it, specifically on tract 3?

JI M KI SER

He's right.
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BENNY WAMPLER: That's Trust [17?

DON HALL: Tract 1 and 3.
JI' M Kl SER: Yeabh. It will be 1 and 3.
BOB WLSON: Right.

JIMKISER | think we normally cover that in our
suppl enental order, don't we?

BOB W LSON: Yes, | think so. It sets..it was done

to the Board in kind of a global letter covering---.
JIMKI SER  Ri ght.
BOB WLSON: ---all of this stuff. | probably need

to get it on the record.

JIMKISER Ckay. Yes. So, that would be...the
royalty split agreenent would affect both tracts 1 and 3 in
this unit. And we'll...Sharon, we'll get that into the
suppl enent al order.

SHARON PI GEON:  Ckay.

BENNY WAMPLER: Ot her questions?

JIMKISER  And you've got a copy of that, don't
you?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Ki ser?

JIMKISER W'd ask that the application be
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approved as submtted, M. Chairnan.

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: | nove that the application be

approved as submtted in docket thirty.

Bl LL HARRI S: Second.

KEN M TCHELL: Second.

BENNY WAMPLER: The notion i s second.

di scussi on?

(No audi bl e response.)

Any further

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. Thank you.

DON HALL: Thank you.

BENNY WAMPLER. W' re going to take about five

mnutes. We need to have a little break here.
(Break.)
BENNY WAMPLER.  Ckay, we'll reconvene.

MASON BRENT: You don't think we're worn down, do

you?

(Everyone | aughs.)
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BENNY WAMPLER: | renenber one tinme we had...not to

set the stage for this. But we had a hearing that

| asted...well, nobody is here now but ne. But, anyway, it

| asted until about 10:30 one night. It went all day. But
sonebody nmade the m stake about 9:00 thinking that everybody
was beat. It was a bad mstake. It went for an hour and a
half the last one. That's not to indicate that will happen
here. I'msure it won't.

SHARON PIGEON: That's the first tine |'ve heard

that story.

BENNY WAMPLER: The next itemon the agenda is a

petition fromPenn Virginia Gl and Gas Corporation for
pooling of a conventional gas unit identified as Geear #1,
docket nunber VGOB-02-10/15-1087. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

TIMSCOIT: M. Chairman, |'m Tim Scott. |

represent Penn Virginia Ol and Gas. M. Proffitt is here

and M. Waddell. One of things | want to alert the Board to,
this norning as | was driving over here, | realized we had
another |ease in place. So, I'mgoing to have to do a

revised, revised Exhibit B. So, at this point...as soon as |

get back to ny office, I will provide that to you. It was an
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undivided interest, a small percentage in the unit of about
.17% But those parties are now | eased and I'Il| provide you
with a new exhibit on ny return. As indicated, this is for a
conventional gas well, and 1'd like to call M. Doug Proffitt
as ny first wtness.

BENNY WAMPLER: Have t hey been sworn?

TIM SCOIT: No, sir, they have not.
BENNY WAMPLER: Go ahead and swear both of them

(Wtnesses are duly sworn.)
TIM SCOIT: Of the record.
(O f record.)
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DOUG PROFFI TT

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Wul d you state your nanme for the record,

Proffitt.

By whom are you enpl oyed?

Virginia Gl and Gas Corporation

I n what capacity?

' m a | andman.

Proffitt, would you give us a little

background and your work experience,

| was...been in the business for fifteen

Q
pl ease?
A Doug
Q
A Penn
Q
A
Q M .
hi st ory about your
pl ease?
A
years. I'ma C P.L.

regi stered through the Anerican

Associ ati on of Professional Landnan.

Q
A.

Q

What

is a CP.L. designation?

|'"'ma Certified Professional Landnan.

Ckay.

Are you famliar with Penn Virginia's

appl i cati on now pendi ng before the Board?

A

Yes.
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Q Are there any respondents |isted as unl eased

on Exhibit B that should be dism ssed fromthe application?

A Yes. There's four.
Q And who are those parties, please?
A Mart ha Waddel |, Jean Paget, Tony M| er

Phillip J. Suzy.

Q Have you reached voluntary agreenents with
each of these parties?

A Yes.

TIM SCOIT: That would be...that will be revision

made to the Exhibit Bthat | will provide to the Board, M.

Chai r man.

BENNY WAMPLER:  Ckay.

Q Does Penn Virgi nia have any other portions
of the...this unit under |ease and does it have drilling
ri ghts?

A Yes.

Q And what is that percentage, please?

A 86. 45%

Q Are you famliar with drilling rights of

parties other than Penn Virginia in this unit?
A Yes.

Q Are those...excuse ne, is that interest
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listed on Exhibit B to the application?

A Yes, it is.

Q Who is the individual that is unleased?

A H's name is Richard J. Hunt.

Q kay. Are there any parties who are unknown

and unl eased or just unl eased?

A Just unl eased. There are no unknowns.

Q kay. Is M. Hunt's address set forth on
Exhi bit B?

A Yes.

Q Can you tell us what type of contacts you' ve

had with M. Hunt in attenpting to reach an agreenent wth
hi n

A | ran his...checked the Courthouse and did
his title on 8/ 1 and |I've got phone bills fromny cellul ar
phone where | contacted himon...the first tinme was August
the 8th, and you can have these copies if you want them..
yes, August the 8th. | contacted himseveral tines by ny
cell phone and | don't have the records while | was at the
office. And | also faxed hima copy of ny lease. |'ve got
that where | faxed him al so.

Q And | assune you did not reach an agreenent

with M. Hunt?

233



A No, he turned it over to his attorney. And
|'ve also go that where his attorney has correspondence
com ng back. What date---.

Q But we don't have an agreenent with him is

that correct?

A No, no.
Q How was M. Hunt notified of this hearing?
A By mail, certified mail and it was put in
t he paper.
Q Was it the Bristol Herald Courier?
A Bristol Herald Courier.
Q Ckay. Are you asking the Board to pool this

unl eased interest as listed on Exhibit B?

A Yes.

Q Are you famliar wth conpensation received
for oil and gas leases in this area and specifically those

that would be included or acres that we included within this

unit?
Yes.
Q Could you tell the Board what those terns
woul d be?
A W have a...it's a one year termlease is

what we were wanting, a $5 bonus and $3 rental.
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Q kay.

A A one-eighth royalty.

Q Al right.

MASON BRENT: M. Chairman, if | may.

BENNY WAMPLER: Yes.

MASON BRENT: | believe that was testinony...
testinmony of an expert witness. | don't believe...just as a
matter of protocol, | don't believe we've accepted himas an
expert.

TIM SCOTT: Ckay, let's do that.

BENNY WAMPLER: That's correct. That's a good
poi nt .

TIM SCOTT: | apol ogi ze. M. Waddell has testified
before, but M. Proffitt has not.

Q Ckay, M. Proffitt, we're going to ask the
Board to accept your testinony as an expert in |land issues
for this particular hearing. Wuld you tell us a little bit
about your educational background?

A Yes. | have a degree at Bluefield State. |
wor ked for Pocahontas Land Corporation for thirteen years in
the |l and departnent. | managed their oil and gas. They sold
their oil and gas, of course, to Penn Virginia and | was kind

of like a package deal. | went along with it. Five years
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ago, | got certified through the Anmerican Associ ati on of
Prof essi onal Landman as a C. P.L. Certified Professional
Landman. | have ny card if you want to see it. Basically,
nmy duties as | andman, managi ng...still managi ng Pocahont as
properties, which is a half mllion acres, and al so | easing.

Q So, you have invol venent both in | easing and
in this particular unit, is that correct?

A Yes. Yes.

TIM SCOIT: |If the Board would like, | can...as a
post hearing matter, | can provide the Board with M.
Proffitt's resune.

BENNY WAMPLER:  That woul d be good to get that to

M. WIson.

TIM SCOTT: Ckay. W can do that. Does the Board
have any questions of M. Proffitt regarding his
qualifications?

(No audi bl e response.)

TIM SCOIT: Then we would offer---.

BENNY WAMPLER. We' d accept him

TIM SCOTT: Ckay, thank you.
BENNY WAMPLER:  Thank you, M. Brent.

TIM SCOTT: Thank you very nuch.

Q So, you did indicate, or you testified
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earlier that you have had experience in this area of the

Commonweal th of Virginia as well as other others---?

A Yes.

Q ---acquiring | eases?

A Yes, |'ve acquired approximately 3500 acres
or sonething like that in the...near the...in Washi ngton and

Russel | County.

Q Ckay. So, you have worked in this area
(i naudi bl e) ?

A Ri ght. Yes.

Q Do the ternms that you have just testified to
represent a reasonable market value for leases in this area?

A Yes.

Q As a matter with regard to any order entered
by the Board, are you asking the Board to grant to M. Hunt
as a respondent the three election options under Section
361. 21, being participation, a cash bonus of $5 per net
m neral acre, $3 rental, a one year termplus a eighth of
eight/eighths royalty, or to be a carried interest owner?

A Yes.

Q Do you recommend that the order provide for
el ections by the respondent to be in witing and sent to Penn

Virginia G| and Gas Corporation at 2550 East Stone Drive,
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Ki ngsport, Tennessee 37660, Attention: Janes T. Harsha?

A Yes.

Q So, all communi cati ons about the order be
sent to that address?

A Yes, it shoul d.

Q And who shoul d be designated as the operator

under any pooling order?

A Penn Virginia Ol and Gas.

TIM SCOTT: Ckay. That's all | have for this
W t ness.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

TIM SCOTT: Ckay.

Rl CHARD WADDELL

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q Wul d you state your nane, please?

A. Yes, Ri chard Waddel | .
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Q M. Waddel |, by whom are you enpl oyed?
A Penn Virginia G| and Gas Corporation as

Seni or Petrol eum Engi neer.

Q And you have testified before?
A Yes.
Q kay. Are you famliar wth the pooling

application now before the Board for the G eear #1?

A Yes.

Q I n what aspects?

A Well, | prepared the cost AFE, |'ve talked
with the geol ogi st working up the prospect and wll be

i nvol ved with the design of the well.

Q So, you all signatory to the AFE, is that
correct?
A Yes. That's correct.
What's the total depth of this proposed
wel | ?
A 4,750 feet.
Q Are you requesting the force pooling of

conventional gas reserves to the designated formations not
i nclusive of coal formations?
A That's correct.

Q What are the estimated reserves of this
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particular unit?

A A half billion cubic feet.

Q And you did testify earlier that you
prepared the AFE for this proposed well, is that correct?

A Yes.

Q Did you sign the AFE and submt it to the
Boar d?

Yes.
Q In your opinion, does it represent a

reasonabl e estimate of the well costs under this plan of
devel opnent ?

A Yes.

Q Could you tell the Board what the dry hole

costs for this particul ar AFE?

A Yes, the dry hole estimte are a $183, 350.
Q And what's the conpl eted costs?

A $339, 950.

Q Now, do we have a provision in the AFE for

supervi sion costs?

A Yes, we do.

Q Ckay. And do you...is that a reasonable
cost?

A Yes.
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Q Ckay. WII the approval and grant of this
application be in the best interest of conservation and the
protection of correlative rights and prevention of waste?

A Yes.

TIM SCOIT: That's all the questions | have for
Waddel | .

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

DOUG PROFFITT: 1'd like to change on the degree

thing at Bluefield State. | have not yet conpleted that.
Ckay, that's still in the works. Okay. But that...like I
say, it is in the works. Just for the record.

TIM SCOTT: Thank you.

BENNY WAMPLER:  Thank you. You didn't really go

t hrough the percentage unl eased.
TIM SCOTT: Ckay.
BENNY WVAMPLER:  |s it 13.55%

TI M SCOTT: Yes, sir. That's---.

BENNY WAMPLER:  Just the Hunt percentage?

DOUG PROFFI TT: Yes...yes, it is.

BENNY WAMPLER:  Ckay. O her questions?

KEN M TCHELL: M . Chai r man.
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BENNY WAMPLER: M. Mtchell.

KEN M TCHELL: When | look...when | | ook at the

Affidavit of Publication, it wasn't filled out.
TI M SCOTT: It has been submtted.
KEN M TCHELL: Ckay.

TIM SCOIT: It's been submtted to M. WI son.
KEN M TCHELL: As |ong as Bob has a copy, that's

fine.
TI M SCOIT: Yes, sir.
BOB WLSON: W have one in file. Thank you.

KEN M TCHELL: That's fi ne.

MASON BRENT: Since we're picking on details.

And this is really a question, on Exhibit B, on page two of
two, Phillip J. Suzy, individually and Trustee---?

TIM SCOIT: Yes, sir.

MASON BRENT: ---blah, blah, blah, do you think

that's really Sand Juan drive or S-A-N Juan drive?
TIM SCOTT: M. Suzy's cousin gave ne that address
and it's probably San Juan drive---.

MASON BRENT: | would think so.

TI M SCOTT: ----which I'lIl fix that. Unl ess
there's sone newtown in Puerto Rico that |' m unaware of.

(Laughs.)
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TI M SCOTT: So, we'll fix that when | submt the

new...a new Exhibit B

BENNY WAMPLER: Do you have---?

TIMSCOTT: It is the correct zip code, however.
(Laughs.)
MASON BRENT: |'m not going to challenge that.

BENNY WAMPLER: Do you have anything further?

TIM SCOIT: No, sir. | just ask that the

application be approved.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: Motion to approve, M. Chairman, on

agenda item nunber thirty-one.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER. Al in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

TIM SCOTT: Thank you.
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BENNY WAMPLER: The next itemon the agenda is a

petition fromDart G| and Gas Corporation for pooling of a
conventional gas unit identified as Harnon #1, docket nunber
VAEOB- 02- 10/ 15-1088. We'd ask the parties that wwsh to
address the Board in this matter to cone forward at this
time.

TIMSCOIT: M. Chairman, |'m Tim Scott
representing Dart G| and Gas Corporation and we woul d ask
that that petition be dism ssed, our application. W have
reached a voluntary agreenent with all the parties listed in
t he application.

BENNY WAMPLER. W are pleased to do that.

(Laughs.)
BENNY WAMPLER:  Very good.

TIM SCOTT: | knew you'd be happy.
BENNY WAMPLER  And, M. WIlson, the last itemon

the agenda is quarterly report fromthe Board escrow account.
Thank you, gentlenman.

BOB WLSON: |If you would pass that down...take one

and pass it down, please, sir.
(Report distributed.)
BOB WLSON: Ckay, we have a fewthings to talk

about with the escrow account this tinme. |'m passing around
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now the quarterly report as of the end of Septenber at which
time the account bal ance was $6, 682, 158. 61. During the
quarter, we received a total of $208,100.35 in deposits and
$25,537.71 in interest was posted to the account. The bank
charges for one six nonth period were deducted during the

| ast quarter. As you'll recall fromthe last reports, they
are due $5,000 per nonth. They only deduct this fromthe
account twice a year, which we don't conplain about. It was
deducted in the last quarter and is reflected in this
accounting at this tine. As you can see, our interest rates
continue to steadily decline, like all others. Started the
quarter at 1.71% and ended at 1.62% on the account.

And that brings us to the next thing, which we have
di scussed, of course, in the past. Let ne see here. Pass
t hose down, please, sir.

(Passes out information.)

We have tal ked about various possibilities of
gaining nore return on this account. | have talked to the
bank on a nunber of occasions about this. | think you al
are aware of the restraints that we have by now. Sone of the
new nenbers may or nmay not be aware of the restraints on
State investnents. O course, we have to preserve principa

and we have to, in this account, preserve a certain anount of
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liquidity for payouts. This graph shows basical |y what
activity we have had on this account and | apol ogi ze, | don't
know exactly what the starting point of this is. It ends of
the quarter before last. But as you can see, the account is
growi ng consi derably faster than the cunul ati ve di sbursenents
are grow ng. That being the lower curve. |If you'll notice,
just as kind of a side here, the cunul ative anount of the
escrow account and the rate of growth have actually kind of

flattened off there for a while. This pretty nuch reflects

the flattening off of production in the State right now If
you' Il chart our coal bed net hane production, it has been flat
for the last three years. | think that's probably what's

showi ng the lowering of the rate of increase. W've had one
maj or payout several years ago, which is the big junp in the
| ower curve there. Qher than that, it has just been a few
smal | payouts here and there.

There was sone question asked earlier about this
recent Court decision. W have gotten a nunber of telephone
calls frompeople who think that this is turning their noney
| oose. We have tried to explain to themthat particular
decision only applied to that...those particul ar deeds and
| eases. However, fromtal king to a nunber of people of |and

owners and sone attorneys who have called, it has sparked a
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consi derabl e anount of interest in getting into this escrow
account. So, if we decide to go a different route in order
to attenpt to get a better return on this, we need to take
that into consideration when we deci de the anount of
liquidity we wish to keep.
The ot her aspect of this, | talked to...have talked

a nunber of tinmes to Patrick D xon, who is the Wachovi a/ Fi rst
Uni on Governnent Affairs representative. He's up in Roanoke
and he's in charge of all governnent investnents in Virginia.

He has basically said that anything with |l ess than a two
year termisn't going to give us an appreci able increase in
t he anobunt of nobney we're earning. He gave ne sone ranges of
exanpl es here nost of which are very nuch in line wth what
we're getting now at 1.62% The others were 1.64 and 1. 68
and then two year treasury notes at 2.09. He says at this
time, these rates are not changing a lot for less than a two
year term For one thing, investors are afraid of it because
it's not an appreciable increase when you go beyond six
months up to two years. You're tying the noney up.

Everybody thinks it has got to turn around and go the other
way. So, nobody wants to tie that noney up for an extended
period of tinme to get a very, very small extra return. He

indicates that for up to a two year term around 2% is about
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t he maxi mrum we can hope for and that's probably for an
instrunment that could be called. And, again, | don't think
we want to get into anything that we have to manage. It
hasn't to be sonmething that it will stay there and it will do
its bit and get the noney back for us.

| don't see that the information that |'ve gotten
since the last tinme we tal ked about it is sufficiently
enlightening, significantly enlightening over what we've at
bef ore.

If we want to go for these increased returns, we
have to decide how or if we want to partition the account.
We have to decide how much we wish to keep liquid. W'd also
have the choice, of course, of going for a |longer term
instrunment. But, of course, then we take the chance that if
sone maj or decisions cone down or if we get a major rate on
the account fromone or another, legally, obviously, that we
m ght get caught short on that. So, it's a matter of which
way the Board wants to go on that.

We can investigate returns on instrunents beyond
two years. W can partition the account and try to take
advantage of a small increase on a ngjor anount of noney or
we can stand pat.

BENNY WAMPLER: Less than 1/ 2% for two years

248



© 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

doesn' t---.

MASON BRENT: Yeah, that's...yeah. Can he provide

you or has he provided you sone kind of a portfolio profile
for the other governnental agencies or groups that he handl es
accounts for?

BOB WLSON:  No.

MASON BRENT: So we can see how they disburse their

noney t hroughout their investnent.

BOB W LSON: He hasn't. | haven't asked that. No,

but he has sone...he...just fromconversations, | gather that
the accounts that they handle are basically of two different
types. Sone governnment entities have managed accounts. They
have a noney nmanager that manages this day to day account and
tells the bank what to do with it on a daily basis. The
other side are pretty nmuch the sane thing that we are where
you put your noney in and protect your principal and take
what you can get. But now, no, | have not gotten any kind of
a run down on his total accounts...account availabilities.

BENNY WAMPLER: Do you think that woul d be of

interest to have before we nmake a decision just to see---?

MASON BRENT: Well, just based on what he's saying,

it probably isn't a whole lot of difference unless you get

into---.
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BENNY WAMPLER: | mean, based on what he said, it

doesn't sound like it.

MASON BRENT: Unl ess you get on the nanaged side

and we' ve already said we're not going to---.

BENNY WAMPLER:  Yeah, nmanaged si de---.

MASON BRENT: We're not going to get involved in

t hat .

BENNY WAMPLER:  Yeah, it's too risky for what we
do. | nean, you're tal king about |ess than---.

BOB WLSON: Yeah, | think---.

BENNY WAMPLER. ---a half a percent going two
years.

BOB WLSON: |If you get on the managed side, you're

going to have to hire a manager

MASON BRENT: For this relatively small anount of

money, | don't think we can hire a manager

BENNY WAMPLER.  And to tie the nobney up two years

to get less than a half percent...l'"mnot trying to sway the
Board. But, | nean, it doesn't seemto ne at the present
time that that's worth...l nean, it seem..it kind of seens

tone it would be snarter to take the risk that it would
change- - -.

MASON BRENT: Yeabh.
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BENNY WAMPLER. ---than it is to go for the two

years at 2%

MASON BRENT: | wouldn't want to be the one that

decided to tie up any anount for two years and then a year
and a half fromnow we find interest rates are back up to---.

BENNY WAMPLER: That's what |' m sayi ng.

MASON BRENT: ---4 or 5%

BENNY WAMPLER. That's...that's...yeah, that's, |

think, the risk. |If interest rates were nore than 2%
difference at two years, | think you could have sone
justification for that. But less than half a...less than

half a percent really is what we're tal ki ng about.

BOB WLSON: Just, again, to pass along, | asked

M. D xon what his recomendati on as a banker would be in a
situation like this. He said that if it was his account wth
t hese concerns or conditions he would do exactly what you
just said. Stand pat and...unless we wanted to go for a
super long termcomm tnent and get an appreci ably better

rate. His comment on that was, you're probably going to | ose
on that too.

BENNY WAMPLER. W' re getting nore and nore split

agreenents.

BOB WLSON. Rates go up.
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BENNY WAMPLER: | mean---.

MASON BRENT: | was going to say, for the benefit

of the new nenbers, just in the |last, you know, six nonths,
we' ve seen an appreciable increase, you know, |ike today in
di sbursenents.

BENNY WAMPLER: Wi ch we' ve encour aged people to

get together and work out agreenents where they can and get
their noney.

KEN M TCHELL: M. Chairman, just---.

BENNY WVAMPLER® M. Mtchell.

KEN M TCHELL: ---a personal observation, and |'m

not...l"'mnot down grading First Union or WAchovia or anyone

el se, but when you're dealing with a bank that has 6.7

mllion of the Board's noney, | think...I think any...not al
advice, but, | think, a lot of the advice may be self
serving. They want our 6.7 mllion dollars and they're

maki ng car | oans and house | oans and none of their house

| oans | know of are going for 1.6% |If so, please tell ne

and I'1l...qgolly, I'lIl darn sure contact them 1'd |ove to
have a house loan at 1.6% | think if you're dealing with
the bank, | think...and you're...you know, we're dealing with

their trust departnent and we're dealing with their noney
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managers. You know, | think...l think if you talk to sone of
the counties...if you talk to your |ocal county treasurer or
soneone that handles the noney, | think...l think all of us
collectively could come up with sone better information
that...because...you know, now, |I'mjust going to tal k about
my county. We buy and sell by the day, by the week, by the
mont h, 90 days, 20 days. W buy it on Monday and sell it on
Tuesday, you know, depending on what rates we can get. |
don't...and here again, I"'mnot...l"'mnot suggesting a

pr of essi onal noney nmanager that we're going to have to pay
$60, 000 a year to nmanage this nmoney. |'mnot saying that by
any neans. |'mjust, you know, what our treasurer suggested
to me is that we do a staggered investnent. Don't take al
6.7 mllion and invest it at once at one rate of 2% \at
she says, a lot of our extra noney, they do...they' Il invest
like a mllion dollars for six nonths, you know. They're
going to invest a mllion dollars for one year and every six
months a mllion dollars conmes due, you know, that would
repl eni sh any outgoi ng of noney or out paying of noney. But
they do a ot of the larger suns on staggered investnents.
Not a...not a flat...we've got to put it in for tw years and
leave it there for two years. They stagger them over a

period of six nmonth increnents. | think it's very workabl e.
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| don't think it would require a | ot of managenent. But

MASON BRENT: What kind of---?

BOB WLSON: That sort of scenario was what we

really actually started from Here was a possibility of
doi ng staggered investnents over with relatively short term
conmmi t nent s.

KEN M TCHELL: Yeabh. | mean, we're...| nean...and

"1l just end up by saying, we're paying these people $5, 000
a nonth. You know, that is not bad noney if you nmultiply it
5tinmes 12. Well, that figures up 60. So, we're paying them

$60, 000 for their nmoney manager who is telling us to stay

pat .

BILL HARRIS: Keep it here.

KEN M TCHELL: You know, | can...|l can go to ny
next door nei ghbor and he'll tell ne to stay pat and don't

buy any stocks and don't sell any stocks, you know. But

we' re payi ng them $60, 000 for the best possible advice and
|"mjust not sure we're getting it. That's just ny persona
grunbl e opi ni on.

MASON BRENT: | think we need to clear that up

because we're not just |looking at First Union to nanage this

6, 000, 0000. That $5,000 a nonth is not just to manage this
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nmoney. They have to manage all of these---.

BENNY WAMPLER: Those sub accounts.

MASON BRENT: ---€esSCrow accounts.

KEN M TCHELL: Right, and I---.

MASON BRENT: And that is---.

KEN M TCHELL: ---don't disagree.

MASON BRENT: \When we...when we put this thing out

for bid a few years ago to find a new bank to handle this---.

KEN M TCHELL: Unh-huh. Unh-huh

MASON BRENT: You know, we're not a prine catch

There's not many banks out there that want to fool with this
kind of thing. So, we have to be a little careful.

KEN M TCHELL: Yeah. What |I'msaying, | don't see

many banks that would turn down $7, 000, 000.
MASON BRENT: Well, | do---.

BENNY WAMPLER: Yeah, several of themdid.

MASON BRENT: ---depending on what they've got to

do to get it.

BENNY WAMPLER:  Several of them did because they do

have to run those spreadsheets. They do have to take that
nmoney and open up an account. | nean, they inherited---.

MASON BRENT: Sone people just didn't want to fool

wthit.
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BENNY WAMPLER: |'mnot trying to defend them |'m

just telling you that when we put it out for...we weren't
overwhel ned with responses, were we. W had one, one
response.

MASON BRENT: Yeabh. See, we---.

BENNY WAMPLER:  Now, it's growi ng now. But, |

mean, even at that we had over 4,000,000 when we put it out.
We had one response. So, | nean, what we're saying they
need to do to this is a burden to themthat a | ot don't want.

BOB WLSON: |If | could add a little grist to that

mll too, West Virginia just entered into a situation |ike
we're in here and has just started establishing their escrow
account. They basically went to First Union and begged them
to take their account and handle it the sane way they're
handl i ng ours because they could get no interest in anybody
el se that would handle it as well. It's a fair anount of
aggravation there.

KEN M TCHELL: |'mjust...l'mjust concerned that

banks basically are self serving.

BENNY WAMPLER: Ch, sure.

KEN M TCHELL: And |...and I...you know, |...you

know, | don't see very many bankers in church. So, [I---.

MASON BRENT: Well, who's---7
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(Laughs.)

MASON BRENT: Nane ne a...nane ne a financi al

institution that's not self serving.
(Laughs.)
KEN M TCHELL: Well, but |I'msaying...but I'm

saying they're self serving, but yet they're providing us a
| ot of advice too. So, | just...l'mjust concerned about
t hat .

BILL HARRI'S: Especially when they al ready have the

noney.
(Laughs.)
BILL HARRIS: It's easy for themto say, oh, just

keep it here.

KEN M TCHELL: That's true.

BILL HARRIS: Well, do we need to vote on sonething

or what?

BENNY WAMPLER.  Wel |, you know, | don't know that

we need to vote. | think, you know, the question was for Bob
to report back to us what he found out. He's done that. |
guess, it's up to us to decide do we want to change how we're
managi ng the noney. Do we want to invest, | guess, nore
specifically in a longer termfor the anount of noney he said

or, you know, do we need to go back out and try to do sone
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nmor e honmewor k? You suggested one thing, chat with the
treasurers and see what rate their negotiating. 1t'd only
probably be appropriate for those that are negotiating with
First Union or Wachovia, you know --.

MASON BRENT: Yeabh.

BENNY WAMPLER: ---to get a direct conparison. |If

they're getting a better rate, we'd say well what about this?
You know, they're---.

MASON BRENT: You have to be careful that you're

conpari ng appl es and appl es here.

BENNY WAMPLER: Yeabh. Yeah, because sone of the

banks may do that not know ng...you know, just thinking that
they're dealing with a $6, 000, 000 pot of noney period and not
the work that goes along with it. That's the different part
of it. But if...you know, | don't think it's a problemto
try and check with sone treasures and see what they're...what
they're able to get out there, you know, in term | nean, |
agree with you, staggered accounts...| think all of us agree
with you, staggered accounts we'd tal k about that woul d be
the way to go if we had the rates that justified it. Right
now |''mnot personally and I'"mnot trying to sway the Board
at all. 1'mjust comenting that personally going to 2%is

not worth...not worth the tying up for two years. | think
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it's a higher risk totie it for that term--

MASON BRENT: Yeabh. Yeabh.

BENNY WAMPLER: ---then it is to |leave it al one and

run a...you run a better possibility, |I believe, on the part
of our...of the people we're trying to serve here by nmanagi ng
this by waiting based on what---.

MASON BRENT: Yeabh. | think what Ken has nmenti oned

is not atw year...|l'mnot hearing Ken say---.

BENNY WAMPLER:  No.

MASON BRENT: ---you know, we need a two year

instrunment. He's saying six nonths or twelve nonths. |'d be
extrenely interested in finding a six or twelve nonth
instrunment that would yield considerably better than---.

BENNY WAMPLER: Ri ght.

MASON BRENT: ---what we've got here now.

BENNY WAMPLER:  You- - -.

MASON BRENT: Even Stafford County.

BILL HARRI'S: Yeah, that new ..that new bank in Big

Stone that's now on the corner of where Wse County Bank used
to be is...|l know they have six nonths CDs that were 4% Now,
they're at 3% But, you know, with that sonething that...
you tal ked about an instrunent. | don't know if they even

do...if we took 2,000,000 and put it in for six nonths. But
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then the noney manager woul d be the person to do that. |
mean, | don't think we could take noney out of the bank to do
that. But | don't know how appropriate sonething |ike that
woul d be. But 3%6is what...it wll probably stay that, |
guess, for the nonth and then go down another half percent or
sonet hi ng.

BENNY WAMPLER: Here, again, as Bob said, we're

regul ated too---.

BILL HARRI'S:  Yes.

BENNY WAMPLER: - --on what those governnent funds

can go into. So, that ties it up, too. It starts
restricting.

BOB WLSON: W, of course, don't have to worry

about the $100, 000 deposit insurance and that sort of thing.
Qur entire six and a half mllion is insured and this sort
of thing. So, they're a nunber of differences there that
don't apply to the...what the new bank on the corner says
they're offering.

Bl LL HARRI S: Yes. Yeabh.

MASON BRENT: And that's what | said, it's so

i nportant that we nmake sure we're conparing apples to apples.
We're kind of a different breed here.

BENNY WAMPLER: So, should we check with the
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treasurers you think---?

KEN M TCHELL: lI'd |ike---.
BENNY WAMPLER: ---and invite individuals here on
the Board to do that as well---?

KEN M TCHELL: Un- huh

BENNY WAMPLER:  ---you know, to see what...what's

out there? You know, what rates we think we could get. Bob,
you can check a couple around here too---.

BOB W LSON: Sur e.

BENNY WAMPLER:  ---and just see. Does that make

sense to do and report back?

KEN M TCHELL: |'d like...everyone maybe bring sone

coment information and especially for the two new nenbers.

| nmean, they were thrown into it today. | realize they have
previ ous experience. But | think if we bring back a better
conpil ation of everyone's advice, | think we can nake a
better decision.

BENNY WAMPLER:  Sounds good.

BENNY WAMPLER. Do you have anything el se, Bob? |

have the m nutes.

BOB WLSON: Yeah. Let ne...let ne give you a

coupl e comments about the escrow agent just to keep you

informed. | don't think that this is a najor problem but I
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wanted to |l et you know that we have had a bit of a problem
Earlier Anita Tester with PGP group testified that
she was unable to finish her accounting this week. What she
didn't tell you was that part of that had to do with the fact
that the bank got back to her Friday...last Friday at, |
t hink she said, sonmething around 5:30 in the afternoon and
that was only after nultiple calls fromour office, which is
a bad sign because we went through this once before for you
all that have been here for a while renenber. W' ve had
sone. .. had sone problens with their responsiveness before.
They had...the conpany had sent the bank an email a
significant tine back and |laid out the accounts and told...
they have told themthat they needed the bal ances on them
Then | ast week, they always copy ne on these emails so that
...1"ve asked for that so we know that the conmunications are
being established. | called Anita and asked her if she had
heard fromthe bank and at that tine, she had not. | called
the bank, | said, you need to get on this right now. W have
to handle this next week. | was off Friday. Apparently,
Friday afternoon, Anita called the office and told our staff
there that she still hadn't heard anything. Diane in the
office called the bank and the bank finally did it then and

got it to her. However, it wasn't a balance. The bank was
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cl osed yesterday. So, they couldn't do anything about it at
that late hour. W are going to junp on this. This is a
maj or | apse.

MASON BRENT: Wy don't we get M. Don Ballinghoff,

is that his name?

BOB WLSON: Bal linghoff.
BENNY WAMPLER:  Bal | i nghof f.
MASON BRENT: Bal linghoff, fromup in Philadel phia

back down here.

BENNY WAMPLER: W can do
avoided that is, of course, we have
he cones down. So, we've been able

snoot hl y- - -.

MASON BRENT: W can make

worst trip of his life.
(Everyone | aughs.)

BENNY WAMPLER

BOB WLSON: Can

MASON BRENT:  No.

(Everyone | aughs.)

BOB WLSON: But |ike |

problemthat can't be taken care of

told you in the past in a couple of
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sone little mnor problens in the account that we have been
trying to get fixed over time. Early on we were going to set
the account up such that all of the sub account infornmation
...1n other words, each tract could be broken down on that
sub account under that VGOB nunber such that any individua
could call in and get their tract total or their---.

MASON BRENT:  Ri ght .

BOB WLSON: ---interest. That very quickly was

shown to be totally unfeasible because sone of these you' ve
seen today. Sone of them would have literally hundreds of
names under a tenth of an acre or sonething like this and it
woul d just get...be unmanageable in a big hurry. Plus the
checks don't always cone in such that they're easy to do. So
we pretty nuch abandoned that idea a while back. However,
sone of those accounts have been broken down for a couple of
months, | think three nonths, not long after First Union got
the account. W' ve gone back to those. W' re having them
fold that noney back in as of the date that it was taken out
of the main account. This isn't causing any problemuntil we
get to the point of sonebody requesting a disbursenent at
that point, it could cause problens. But those were taken
care of. | don't see that as a problem The nmain thing is |

think we have to address is | ack of response imedi ately and
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make sure it doesn't happen again. W've got a nunber of

payouts com ng up next nonth. W'Il|l see how that works out.
If we continue to have problens, | would not disagree with
you. It would be a good idea to have themsit in front of us

at next quarter's---.

BENNY WAMPLER:  |'d put himon alert too and just

I et himknow you've had trouble and that the Board's very
concer ned about that.

BOB WLSON: Ckay.

BENNY WAMPLER: If we continue to have it, we're

going to want to call himbefore the Board and talk to him
about it.

BOB WLSON: |1'd like to very quickly with one

other itemrelative to this, traditionally, probably just
because we've always done it that way, we have set up the

i ndi vi dual escrow sub accounts when the suppl enental order
cones in. In other words, when the people have nmade their

el ections, they...we then send that supplenental order to the
bank and have them establish the escrow account. This has
caused a delay, and in sone instances, noney is getting there
before that supplenental has made its round and gotten back
to the bank. The checks have to be returned and then sent...

what we would like to do is establish the account with the
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initial order. Actually, the order states that the account
w Il be established. The trade off is that occasionally
we'l |l have an account that will...everybody will |ease and
we'll have to wthdraw that. But that's a fairly rare
happeni ng. Unl ess sonebody knows sone reason not to, what |

would Iike to do is to allow us to open that account on the

original order rather than wait for the supplenental. That
way as soon as that first check lands there, there will be a
slot for it to go into. W won't have to get into this

sendi ng noney back and forth.

BENNY WAMPLER:  Suppl enental cones that sets up sub

account s?

BOB WLSON: Yes. Again, because we're not setting

up the sub account by tract.

BENNY WAMPLER:  Ri ght.

BOB WLSON: That what we thought initially was

going to happen. Like |I say, it's not feasible.

BENNY WAMPLER: | don't see a problemw th that

since we're not going to sub, | think we're okay. Does that
finish you?

BOB WLSON: That's it for ne.

BENNY WAMPLER: |'ve got one other thing. Just

real quick. W're mandated...well, he's going to hand this
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out. So, let nme---.
(Mnutes distributed.)

BENNY WAMPLER:  We're required under the new

gui delines that went into effect...the new requirenents that
went into effect July the 1st to notice the public on
the...of course, and we always do, on what we're here for and
what we're going to discuss, etc. But we're required to do
m nutes. \What we have been doing is...you know, Bob provides
us the little sunmary of the cases and he's basically doing
the summary, plus outcone. The follow ng neetings we're
going to have to cone to you and ask you, that's what |'m
doi ng now, to approve those m nutes.

First, | guess |I'd say, does that seemreasonabl e
to you that we'd just take what he's al ready done and then he
adds the outcone of each one?

BILL HARRI'S: Yeah, just nodify the wording or

sonet hi ng?

BENNY WAMPLER'  To mnim ze it, right.

Bl LL HARRI S: It nakes sense.

BENNY WAMPLER: To mnimze it.

BOB WLSON: M. Chairman, | mght point out as

well that we will routinely send these mnutes out to you

w th your package for the follow ng so that you can see---.
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DONALD RATLI FF:  Previ ously.

BOB WLSON: ---it prior to the hearing.

BENNY WAMPLER  Ri ght .

MASON BRENT: There were only a couple of us here,

| think.
BOB WLSON: That's right.

BENNY WAMPLER: Right. But this is...the way we

set it up was the agenda, just like he's doing and the
summary of it that he has done and then he has added
in...Bob, you correct ne if I'mmsstating anything, he's
added in the outcone of the action that we took and that nade
sense. | think it gives the public, you know, w thout trying
to go through the verbatimrecord and try to do m nutes on
detail, | think this tells thema lot nore. This is what we
heard and that was the outconme. Does that nmake sense to
everyone?

KEN M TCHELL: Wuld it be possible...and |I'm not

trying to give poor Bob nore work, would it be possible to
put this on the Internet? Put it under...as mnutes of an
approved neeting where people could go and---.

BOB WLSON: That's actually where it's destined.

We post it on our site and it goes on the Governor's Town

Hal |l site.

268



© 00 N o o b~ w N P

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

)
1

BENNY WAMPLER: Yeah. That's where it heads.

KEN M TCHELL: Okay. GCkay. Good. Good.

BENNY WAMPLER:  So, |' m asking for approval of

these mnutes for August.

MASON BRENT: M. Chairman, |'d npbve that we

approve the mnutes as distributed for August.

KEN M TCHELL: 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. Anything
further?

(No audi bl e response.)

BENNY WAMPLER:  Thank you for your tine. |
appreciate it. | apologize for the length of the agenda. But

| think nowwith a full Board here we should be able to

mnimze the carry over fromnow on. Thank you so nuch.

STATE OF VIRG N A,
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COUNTY OF BUCHANAN, to-wit:

|, SONYA M CHELLE BROMN, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcribed by ne personally.

G ven under ny hand and seal on this the 4th day of

Novenber, 2002.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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