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BUTCH LAMBERT: Good morning, ladies and gentlemen.

Our Board member has arrived. We now have a quorum. We can
begin our meeting this morning. I’d like to start the
meeting...this hearing this morning by asking everyone to
please turn off their cell phones and pages or at least put
them on vibrate if you have those. These proceedings are
being recorded and those telephone ringings and beepings
kind of impact our recording. So, please have respect and
turn those off. At this time, 1°d like to ask each Board
member to please introduce themselves. 1711 begin with Mrs.
Dye.

KATIE DYE: Good morning. I’m Katie Dye. I’'m &
public member from Buchanan County.

SHARON PIGEON: 1°m Sharon Pigeon with the office

of the Attorney General.

BUTCH LAMBERT : I’m Butch Lambert with the

Department of Mines, Minerals and Energy.

DONNIE RATLIFF: Donnie Ratliff with Alpha Natural

Resource representing the coal.

BRUCE PRATHER: 1°m Bruce Prather. 1 represent the

oil and gas for the Board.

DAVID ASBURY: Good morning. David Asbury.

Principal Executive to the Staff of the Board and Director

of the Division of Gas and Oil.




DIANE DAVIS: Diane Davis with the Division of Gas

and Oil.

BUTCH LAMBERT: Thank you. At this time, if you’ll

look on your docket. We’re going to move directly to docket
item number thirty-seven. We have a Board member that has
to leave this morning at 10:30 or 11:00, Donnie?

DONNIE RATLIFF: Yes.

BUTCH LAMBERT: We would like to get to this i1tem

while we still have a quorum here today. So, item thirty-
seven on the docket is the Board on its own motion will
discuss the awarding or request Tfor proposal of the RFP
relative to an audit of the Board’s escrow account. Each
Board member should have received in the last month copies
of the RFPs. Is there any discussions on those RFPs before
we take a motion?

DONNIE RATLIFF: Mr. Chairman, was these the only

three responses that we had?

BUTCH LAMBERT: No, sir. We had five responses.

The Committee at the Big Stone Gap office reviewed those

five. Two were not allowed because they did not meet the

requirements of the RFP. Is there any further...any
discussion?
KATIE DYE: Yes, | have a question. When we put

the RFP out the Tfirst time, did we have 1In it the




requirement to register through EVA?

DAVID ASBURY: Yes, ma’am.

BUTCH LAMBERT: We did. Yes.

KATIE DYE: We did?

BUTCH LAMBERT: Yes. We did.

KATIE DYE: So, the one candidate was registered
the first time that wasn’t this time?

BUTCH LAMBERT: No. That was an error on the

review committee that missed that one. That was not
registered with EVA.

SHARON PIGEON: That was the RFP that was

ultimately recalled.
KATIE DYE: Right.

SHARON PIGEON: That was one of the mistakes in it.

There were, 1 think, more than one.

BUTCH LAMBERT: There was more than one with

several of the folks that bid.
KATIE DYE: Well, 1 think that my concern was, you
know, that this individual looked like i1t should potentially
be the most qualified to perform this audit. I did notice
like one here, we have travel expense, and earlier we had
discussed that, you know, we couldn’t pay travel expense.

BUTCH LAMBERT: Uh-huh. You’re correct.

KATIE DYE: So, would that have not disqualified




this one?

BUTCH LAMBERT: 1t met---.

KATIE DYE: This is the one from Goodman & Company.

BUTCH LAMBERT: Uh-huh. At that time, we...that

may be one that this Board would need to qualify during oun
vote. Any further discussion?

KATIE DYE: One of the things that 1 did notice
that, you know, 1 think maybe we should bring to the Board’s
attention is this one with Corbin Stone from the RFP to the
second one, you know, 1t has 1increased 1iIn costs like
$13,470. I was just curious about that. Was there any
reason for that? Any explanation?

BUTCH LAMBERT: Mrs. Dye, did you Kkeep your

previous one from that one or did you---?
KATIE DYE: 1 don’t have it with me, but 1 have the
information.

BUTCH LAMBERT: Could vyou -elaborate on what]

discrepancies you saw as far as the increase in costs?
KATIE DYE: I don”t know...what 1 was curious about]
was why the increase in costs, | guess, of $13,000.

BUTCH LAMBERT: That should have been set out in

his...in the bid that that company has submitted and you
should have been able to pick up on the differences iIn the

costs.




KATIE DYE: Well, 1 didn’t have my Ffirst one. |
just picked up on it from other iInformation that we
received. I didn”t have the copy of the Tfirst RFP or the
First response.

SHARON PIGEON: 1 don’t know, in response directly

to your question, what the answer is. But when we had the
decision to recall the fTirst RFP, part of the reason was
because we felt the i1nformation was not clearly stated in
that. It is perhaps a result of the information being more
clearly stated that they were able to understand our duties
would be greater. 1°m not... you know, 1 didn”t compare the
two of them.

KATIE DYE: So, you’re thinking that would have
increased the costs under hours possibly?

SHARON PIGEON: Well, 1I°m just saying...possibly.

I didn”t look at the two. You know, I didn’t put them down

side by side, but that’s one the reasons that the original

one that there was a feeling of a need to recall It iIn the

First instance because the discrepancies between the Ilowen

proposals and the highest one was so great, we fTelt like

someone surely didn’t have the right information.
KATIE DYE: Okay.

BUTCH LAMBERT: Further discussion?

(No audible response.)




BUTCH LAMBERT: Do 1 have a motion before the

Board?

DONNIE RATLIFF: Mr. Chairman, 1°d move that we

accept the proposal put together by Roger, Farmer, Cox &
Associates.

BRUCE PRATHER: 1’11 second it.

BUTCH LAMBERT: 1 have a motion before the Board.

Did 1 have a second?

BRUCE PRATHER: 1’11 second it.

BUTCH LAMBERT: Yeah. Seconded it by Mr. Prather.

Any further discussion?
KATIE DYE: Are we going to do a poll vote?
BUTCH LAMBERT: Roll call?

KATIE DYE: Yes.

BUTCH LAMBERT: Yes, ma’am.

KATIE DYE: Okay.
BUTCH LAMBERT: Any further discussion?

(No audible response.)

BUTCH LAMBERT: Madam recorder, would you poll the

Board, please?

COURT REPORTER: Katie Dye.

KATIE DYE: My vote is for---.

SHARON PIGEON: You have to vote on this motion

that’s before the Board.




KATIE DYE: Oh, the motion. My vote is no.

COURT REPORTER: Donnie Ratliff.

DONNIE RATLIFF: Yes.

COURT REPORTER: Bruce Prather.

BRUCE PRATHER: Yes.

COURT REPORTER: And Butch Lambert.

BUTCH LAMBERT: Yes. The motion passes. Mr.

Asbury, 1 would ask that you contact the successful
candidate.

DAVID ASBURY: Yes, sir. Is 1t the Board wishes to

begin this audit January?

BUTCH LAMBERT: January 1.

DAVID ASBURY: January 17

BUTCH LAMBERT: Yes.

DAVID ASBURY: All right, sir.

BUTCH LAMBERT: At this time, 1°d like to go to

agenda item number two on the docket. The Board will
consider recommendations for a standardized clear-language
royalty payment statement for parties In escrow. I would
ask Mr. Asbury i1f you have those that you can pass out to
the Board members for their review.

DAVID ASBURY: 1 do, Mr. Chairman.

(David Asbury passes out information.)

BUTCH LAMBERT: Mr. Asbury---?




DAVID ASBURY: Yes?

BUTCH LAMBERT: ---a couple of months ago, | think,

the Board asked you i1f you would work with members of VOGA
to produce a standardized Ilanguage Tfor royalty payments.
Could you give us a report on that, please, and go over the
sheet that you just passed out?

DAVID ASBURY: Yes, sir. Following the Board’s

instructions, we did contact VOGA and worked with Jerry
Grantham, who in turn, worked with his members of VOGA. We
also looked at different statements that we were aware 1In
the Division and we do provide the information that each
statement has the following 1items: Production date, the
product, the price per unit of measurement typically given
in gas-mcf and btu value, the iInterest..._the ownership
interest in the well unit, the volume of a product sold from
the unit, the gross value and revenue from the well, which
is the product of the volume times the price, taxes
applicable for the production, also to detail deductions -
post production costs to include gathering, processing,
compression, transportation and marketing and a net
value/revenue from the gross revenue minus the taxes and
deduction.

BUTCH LAMBERT: In your discussion, did you talk

about how this would be shown on the statement?




DAVID ASBURY: This is not uncommon as far as

royalty statements or working iInterest statements. A
lot...a majority of the gas industry statements that we are
aware of are presented In this manner.

BUTCH LAMBERT: Did you talk about how it would

look?

DAVID ASBURY: Yes.

BUTCH LAMBERT: Okay. And how---7?

DAVID ASBURY: In columns...in column manner. The

descriptions of each one of these items as described.

BUTCH LAMBERT: And did you all put together 4

format that we could look at?

DAVID ASBURY: Not anymore than this statement

here. No, sir.

BUTCH LAMBERT: Okay .

BRUCE PRATHER: Mr. Chairman---.

KATIE DYE: Mr. Chairman, | have a question.
BUTCH LAMBERT: Mrs. Dye.

KATIE DYE: When we’re looking at these deductions
down here, are they going to be shown as 1iItemized as
separate like the gathering, processing, the compression or
will they all be lumped together?

DAVID ASBURY: 1It’s recommended that they’re all

lumped together and designated as deductions with no




breakdown.

BUTCH LAMBERT: 1 think that’s one of the areas ofj

concerns that we’ve been addressing is they couldn’t...the
royalty owners couldn’t tell what those deductions were and
broken out. Could you tell us about that discussion that
you had?

DAVID ASBURY: 1t could be possible to break these

out by column 1If the Board so chooses and recommends that.
Again, across the Board statewide that would take sometime
maybe for accounting changes to represent that. Each

different gas operator has their own accounting systems and

accounting presentation. That may take some time to do
that, but if the Board requires it it can be done. You
may...l1’d offer that you may want to include testimony from
VOGA . Mr. Grantham...l think Jerry is here this morning.

Maybe he might have additional input.

BUTCH LAMBERT: Mr. Grantham, could you comeg

forward and address those questions for us?

JERRY GRANTHAM: The list of 1items that we

presented to be included on force pooled statements i
consistent with the presentation that we make in virtually
all of the private contracts, statements that we have. As
you know, we’re talking about a number of different industry,

companies that are working here in the Commonwealth and




trying to standardize the statement that...so that every,
statement looks exactly alike. It is going to be difficult
to do purely from a systems accounting standpoint. That’s
the feedback that I°ve gotten. The goal of this was to not
necessarily have a statement that every...a statement would
be perfectly identical because realistically that’s probably
not feasible. But to have a list of the i1tems that should
be i1ncluded on each of those statements in some Tformat.
Typically, on most of the statements from top to bottom
would be reading from left to right on the statement is how
most statements are set up that 1°ve seen. 1 did review, 1
believe, everybody’s statement to look at this. Currently,
with all of our private contracts, deducts are included in
one i1tem as we propose it would be here. I think what we
could would be to...and, again, we included the items that
had been...gathering, processing, compression,
transportation and marketing that have been included In the
Board orders since the early “90s. Those are the ones that
have been covered. As far as trying to break each of those
out as an individual line i1tem, | think that’s going to be
extremely difficult to do from the industry standpoint and
certainly not something that we’re currently doing in
private contracts. | think that going in and being able to

identify which of those i1tems are included in the deducts,




the industry could do. But they’re, 1 mean, specifically
saying this portion iIs transportation versus this portion 1is
compression | think is going to be difficult to do.

BUTCH LAMBERT: So, what 1| heard you say 1is you

could break it out and not by what the deduct is but what
the charge is for?

JERRY GRANTHAM: No, what 1 was saying was if, for

example, Range had a statement and we may not be charging
all of these items. |In fact, we aren’t. What we could do
would be highlight the ones that occurred on our statement,
whether i1t was gathering and processing or whatever they,
are.

BUTCH LAMBERT: Okay. 1 understand.

JERRY GRANTHAM: Trying to break out individually

over a Tairly 1long time frame of the things like
depreciation on these i1tems, that’s going to be difficult to
do, and not something that we’re doing with any of oun
private contracts.

BRUCE PRATHER: 1 have a question.

DAVID ASBURY: And as 1 understand, Mr. Grantham,

we’re dealing with more than twenty operators here that
could eventually have or realistically have twenty different
accounting systems with different softwares and different

breakouts and things of that nature.




JERRY GRANTHAM: Absolutely. I mean, the overall

format scheme when 1 looked at them were relatively similar,
but each system as it’s own nuances. |I’m not an accountant.
So, | can’t probably sit up here and tell you what they are.
But, clearly, 1 think each system and each company’s systen
is going to have a different kind of display. I think the
overall format of what we proposed here could be shown on
the statement.

BUTCH LAMBERT: Okay.

BRUCE PRATHER: Mr. Chairman, | have a question.

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: Jerry, on the deductions, these are

operating costs. I’ve got an interest in some oil and gas
wells. The deductions are all lumped on this one. I’m in
the working interest.

JERRY GRANTHAM: Well, this is--—-.

BRUCE PRATHER: And the reason for it is, you know,

it’s a tax deal for me on these operating costs. But on
these royalty owners i1t’s not. They can’t deduct 1t. So,
I’m wondering why they would need all of this.

BUTCH LAMBERT: Mr. Prather, we can’t hear you on

this end. Could you--?
BRUCE PRATHER: Oh, okay. Well, 1is this thing

working?




BUTCH LAMBERT: That’s just...that’s just for the

recorder.

SHARON PIGEON: That’s only for recording.

BRUCE PRATHER: Okay. Well, do you want to start
again?

KATIE DYE: Please.

SHARON PIGEON: Yes, we didn’t hear any of that.

BUTCH LAMBERT: Please.

BRUCE PRATHER: Okay. 1 thought this thing was on.

SHARON PIGEON: And I°m sure that no one out there
heard.

AUDIENCE MEMBER: No, we can’t hear.

AUDIENCE MEMBER: Right. Do any of them work?

SHARON PIGEON: They only record into that
recording device. They’re not for amplification. That”g

why we all need to speak up.

BUTCH LAMBERT: Yeah, 1°d ask that everyone to

please...please speak up.

BRUCE PRATHER: This deduction items that you have

on our paper here, these are essentially operating costs
that the operator has. Like I say, 1°ve got the working
interest In some wells. My deductions are lumped. It 1
need to know what i1t is, 1 can go to the operator and I can

get them. The thing about 1t is the reason that...it was




absolutely a necessity for these royalty owners to have this
information...l1 mean, the thing about it, It just seems to
me that since they can’t write 1t off tax wise, 1t’s just
giving you information. The only thing that 1 might add to
it would be that you might be able to put down the costs and
then down at the bottom of the thing maybe have a one, two
or three designation that would say this iIs a gathering cost
and this i1s this and this i1s this. You might be able to do
something like that, which wouldn’t affect your computen
system.

JERRY GRANTHAM: 1 agree withe what you’re saying.

I think we need to distinguish here between an operating
costs and a post production cost. We’ve had discussion on
this. Operating cost is the cost to get the gas from the
bottom of the wellbore to the top of the wellbore to the
surface. No royalty interest whether they are In a private
contract or a force pooled situation is ever charged that.
These costs are purely the cost to move that gas from an
area where there i1s no market to a market.

BRUCE PRATHER: To a market.

JERRY GRANTHAM: To a market. To enhance the value

of the gas. The Board has heard a lot of testimony over]
that. I think the AG ruling that we had earlier this

summer, Yyou know, supported that concept. So, what we’ve




tried to do here is make sure that all of these statements
have at the very least...an In some cases there’s more hereg
than what we have iIn 95% of the royalty that’s being paid
out there, which 1is through private contracts. You know,
we’re talking probably about 5% of the royalty...somewhereg
in that Range that we’re talking about here. So, what we’ve
tried to do is be very consistent and even go above and
beyond that to show the lime i1tems that occurred iIn those
private contracts.

BRUCE PRATHER: Why couldn’t we just say these are

post production deductions...post cost deductions?

JERRY GRANTHAM: Well, we do have deductions and it

says post production costs to include gathering, processing,
compression and transportation.

BRUCE PRATHER: So, they’re post production

deductions is what they are.

JERRY GRANTHAM: Yes.

BRUCE PRATHER: That would be the big lump of it if

you wanted to put it that way.

JERRY GRANTHAM: Yes. 1 mean, 1f we want to change

the terminology here, 1 don’t think that would be an issue.

BRUCE PRATHER: Yeah. Yeah. That might be the

easiest way to handle this thing since we’re talking about

charges.




JERRY GRANTHAM: But I think Mr. Prather is correct

from a royalty standpoint. From a working interest
standpoint, he needs to know what the operating costs are in
a well for tax reasons. |I’m not a tax attorney either, but
from a post production standpoint that you’re enhancing the
value of the gas, 1 don’t believe that there’s a necessity
for any tax reasons to break these i1tems out.

KATIE DYE: Mr. Chairman, | have a question.

BUTCH LAMBERT: Mrs. Dye.

KATIE DYE: So, Mr. Grantham, what you’re saying 1S
iT these royalty owners want to do depletion on their gas
interest that even though this all lumped together their CPA
will be able to figure all of this out?

JERRY GRANTHAM: 1°m not a CPA.

KATIE DYE: I°m not either.

JERRY GRANTHAM: But 1 believe that i1s correct. |

don’t believe that the CPA would need to know what the lineg
items would be on those deducts to still take depletion
because depletion is going to be either take...l think iIt’s
taken off the actual volume and not off of the deduct or 4
price. So, | believe that still could be done by the CPA,
yes.

KATIE DYE: Well, 1 just have one---.

BRUCE PRATHER: I1t’s 15% of the gross.




KATIE DYE: Excuse me.

BUTCH LAMBERT: Mrs. Dye, go ahead.

KATIE DYE: 1 just have one further comment. I
know from my own experience that a lot of times when you
look at all of these post production costs lumped together,
for example last month, 44% was taken from what 1 received
under post production costs. If 1t was broken down, 1 think
maybe the royalty owners could understand that this iIs not
all transportation.

JERRY GRANTHAM: 1 understand that and certainly

you’re saying 44% compared to price. Part of the problem is
IS we’re 1In a pretty low pricing environment right now. If
you looked at it and compare it to the amount of gas
produced, it should be a constant number every month. It
shouldn”t vary. Obviously, i1t is going to vary with price.
I mean, i1t’s something we deal with everyday 1is the big
Fluxation in gas prices.

KATIE DYE: I think, you know, when a Hlot of
royalty owners Jlook 1t and they 1look at that high
percentage, you know, they do have concerns. And 1f 1It’s
not broken down as gathering, compression and all of that,
you know, they’re  just looking at it as total
transportation.

SHARON PIGEON: 1 think she’s making a good point.




I mean, that is part of the reason to do the reformation

here on the deduction statements in the first place to show

that those are different factors..._different costs involved.
KATIE DYE: Yes.

SHARON PIGEON: And to have just a total deduction.

They can back that out by looking at here’s the beginning
and here’s the end and putting a label on i1t that generally
covers everything 1isn’t particularly helpful. I would
suggest that if these are terms that are anticipated that we
not label the ownership 1iInterest as interest because
interest denotes iIn most people’s mind the iInterest payment
that escrow agent 1is putting...l would use ownership orn
something or percentage or something like that. | wouldn’t
use interest. 1 don’t want us to ever have to come back and
reread the transcript just to know that that didn’t mean an
interest payment.

BUTCH LAMBERT: Any other questions from the Board

for either Mr. Prather or Mr. Asbury?

BRUCE PRATHER: 1’ve got a statement. There are

two dates involved with these royalty statements and one 1S
the check date and the other is the production date. The
royalty owner should be aware of the fact that there 1is
always a lag between the production date and the check date

of about a month or two. So, I°’m not sure whether that




should be on here or not. It would be on your stub anyway.
But if you throw your stub away, then you don’t have any
references to when that check date was. In my instances, |
use that check date quite a bit referring to the production
date.

JERRY GRANTHAM: You’re correct. There is a lag

between the production date and the date that the check 1is
issued. We put the production date on there because
typically that’s how everything is tracked from a---.

BRUCE PRATHER: Right.

JERRY GRANTHAM: --—production standpoint. I

don’t know for a fact, but 1 think most checks will have 4
date on them. I don’t know if the---.

BRUCE PRATHER: Well, the stubs do too usually.

JERRY GRANTHAM: ---stub has the date on i1t. But
I think In our iInstance i1t does. I didn’t really look at
that, but 1 think that probably would not be an issueg

putting the date of the check on the stub also for most
people.

BRUCE PRATHER: Yeah. I mean, it’s just a point of

reference.

JERRY GRANTHAM: Yes.

SHARON PIGEON: Jerry, 1is 1t common practice to

treat the date of the sale as the production date, you know,




as opposed to the date it comes out of the ground to the
we l lhead?

JERRY GRANTHAM: Well, the production date is going

to be for a month and that gas in most cases would be sold
at some point during that month for the production. 1 mean,
it’s not a physical one day time frame. 1t”’s a monthly time
frame for the amount of gas produced in that monthly period.
Did that answer your question?

SHARON PIGEON: So...well, so, 1 think you’reg

telling me the production and the sale are going to take
place 90% of the time within the same month.

JERRY GRANTHAM: Within that same month. I think

that should be the case, yes.

SHARON PIGEON: Okay -

BUTCH LAMBERT: So, I°m still hearing concern from

the Board members. I’ve still got a little bit of
hesitation myself and why we are at this point in having
this discussion with coming up with a standardized form and
I bring us back to the deductions. | know this Board heard
a lot of concerns from the citizens that they couldn’t tell
what was being deducted as post production costs and that’s
why we’re here. So, is there any way that we can...we can
break those out other than just listing 1t as a line item

that this was gathering and this was production. I know




Mrs. Dye still... she has raised a concern. I don’t think
she got an answer that she was looking for either.
KATIE DYE: Well, 1 think it would clarify a lot of
things 1T we knew exactly what we were being charged fon
compression, for gathering and for those things. You know,
I’m sure the company has to keep separate records on, you
know, what you charged for compression and gathering and
everything for your tax purposes or | would assume that you
woulld.

JERRY GRANTHAM: And that’s the question 1 probably

can’t answer sitting here today. You need to talk some of
the i1ndustry companies to see 1f that can, iIn Tfact, be
broken out or whether...and, again, 1°m not an accountant or]
a tax person whether the total gathering of a product In @
gathering system with i1t being a pipeline and compression 1S
lumped together and not distinguish those individual parts
of it. I don’t know the answer to that sitting here, but
would be happy to meet with the other industry companies and
see 1T that’s the case and if that can be done.
KATIE DYE: 1 just have one more question. What
would come under marketing? Explain that to me.

JERRY GRANTHAM: There are costs associated with

actually finding a buyer for the gas. Those would include

people’s times to go meet with the State of Richmond




or...the State of Virginia 1Is a big buyer...the biggest
buyer of gas. They have marketing people that buy gas and
gas companies have marketing people that buy gas and the gas
companies have marketing people that sell the gas to them.
So, there’s costs and expense associated with that. It’s
usually...at least in the instances 1°ve seen It’s a pretty
small amount because i1t reflects the cost to actually find a
market for the gas.

KATIE DYE: So, 1is your marketing fees like pen

mfc?

JERRY GRANTHAM: 1t would be...yes, per mcf. Yeah,
per mcf.

KATIE DYE: 1 mean, mcf. |I°m sorry.

JERRY GRANTHAM: Typically, any of those fees would
be broken out on a per mcf basis, yeah. It’s all tied back

to the volume.
KATIE DYE: So, you already have those figures that
would be broken out?

JERRY GRANTHAM: Do 1 have those figures?

KATIE DYE: 1 mean, the companies would.

JERRY GRANTHAM: 1 probably can’t sit here and

speak for all companies and say they would because 1 don’t
know the answer to that. Certainly, you know, some

companies would be able to break that out and say It iIs soO




much per mcf for the marketing side of it, yes.

SHARON PIGEON: Jerry, if you had a participating

operator, someone who elected to participate on any of youn
wells, you would a certain obligation to provide then
information. Would you be able to provide them gathering,
processing and compression separately?

JERRY GRANTHAM: The statements 1 seen and as 4

participating...a participant on a working interest basis
where another company is an operator would be that 1 don’t
get the detail of that broken out amount. It comes In as
zero.

SHARON PIGEON: You have not been receiving that as

a participant?

JERRY GRANTHAM: In most cases, no, | do not.

SHARON PIGEON: In some cases?

JERRY GRANTHAM: In some cases, yes.

BUTCH LAMBERT: Any other discussion?

(No audible response.)

BUTCH LAMBERT: In Qlight of the questions,

concerning deductions, 1 think...and 1’1l ask the Board, my
recommendation would be we ask you to go back and work with
Mr. Asbury again and see 1f you can come to some resolution
about those deduction costs being broken out. 1 don’t think

we need a vote on that, but i1s that just a recommendation




from the other members of the Board?

DONNIE RATLIFF: Mr. Chairman, if we could, let’s

adopt this today and set thirty days or sixty days out to
revisit that one line 1i1tem so that we’ve at least got
progress. 1’1l make that motion.

BUTCH LAMBERT: Okay. Did everybody understand the

motion?
(No audible response.)

DONNIE RATLIFF: That we would come back in sixty

days and review that one item, the deductions.

BUTCH LAMBERT: Okay. I have a motion on the

floor. Do | have a second?

BRUCE PRATHER: 1’11 second it.

BUTCH LAMBERT: I have a motion and a second. All

in favor, signify by saying yes.

All 1n favor, signify by saying yes.
(A1l members signify by saying yes, but Butch
Lambert and Katie Dye.)

BUTCH LAMBERT: Opposed, nho.

KATIE DYE: No.

BUTCH LAMBERT: The motion carries. Thank you, Mr.

Grantham.

JERRY GRANTHAM: Thank you.

DAVID ASBURY: Sixty days.




AUDIENCE MEMBER: Could you clearly state that

motion?

BUTCH LAMBERT: The motion on the floor and

approved was we would adopt the information or the form that
was submitted to us today and put that in effect and then
within sixty days we would revisit what was submitted as fan
as the deduction area so that we can see i1If that’s working
or 1T we need to ask for adjustments. Okay, at this time,
we will enter into public comments. The first person | have
on the sign-in sheet is Ronnie Osborne. 1’d ask you to
please come forward and state your name for the record.

RONNIE OSBORNE: 1 want to thank God for what he

has done and what he’s going to do. 1 kind of feel like I°m
in Egypt again. But 1 got some royalty checks here and |

don”t know why I got them. Can the Board explain why 1 got

royalty checks? | believe In 2006 you all said i1t was on
hold for dispute or something. 1°ve also got two Helrs...my
sister here is the same percentage that 1°ve got. I got

twenty-eight pages here and I°ve not added it up but hers iIs
$5.01. I don’t know how many years this is. 1 ain’t added
none of it up. That’s Patsy Moore. That’s my sister. The
same percentage that | get. Okay, I’ve got another one hereg
that”’s mine saying nineteen cents. The same percentage of

royalties, twenty-eight pages. I’ve not added i1t up. |




don’t know what’s what. That’s the reason that...l read in

the paper...you know, 1 want to thank Bristol Courier too
for what they done and Mr. Gilbert. I’ve got an eighth
grade education. I had to go to work early. I don’t know

much about this. But 1 would like to go and add this up to
see why i1t’s different. But my question to the Board is why
I received these checks to start with.

BUTCH LAMBERT: 1 don’t think the Board can answer]

that question for you, Mr. Osborne. We don’t have the
background for that as this particular time.

RONNIE OSBORNE: Okay .

BUTCH LAMBERT: 1 would ask you to contact Mr.

Asbury and work with Mr. Asbury. IT you’ll see him on a
break and set up an appointment.

RONNIE OSBORNE: Well, what about the difference in

the..._that’s why that we need an in depth audit on this
instead of one here and one there. That’s why we need an in
depth audit. 1 read that in the paper too. They just want
to audit one here and one here and one here. We need a big
audit, 1 believe, according to just a little bit I got. |
ain’t got much education like | said, but 1°ve got enough to
know that me and my sister was supposed to get the same
amount. I’ve got one sister that didn°t get a penny. Do

you see why 1°m asking these questions?




BUTCH LAMBERT: 1 understand, Mr. Osborne. But,

again, without background information, we can’t give you an
answer here today.

RONNIE OSBORNE: Okay .

BUTCH LAMBERT: Please set up an appointment with

Mr. Asbury.

RONNIE OSBORNE: Well, 1 had a meeting with Mr.

Asbury 1n Bluefield on the Horn Heirs. This 1s his own
handwriting. It’s got (1) Stilwell Heirs. I’ve not
received anything on that. (2) The Linkous Horn Heirs.
I’ve received paperwork on that. (3) 0. H. Keen Heirs. Mr.
Asbury was the Tirst one to sign this at Bluefield iIn @
meeting. 1’ve not received anything on the Stilwell Heirs.
Here 1is the paperwork and here 1is the checks if anybody
wants to see them, anybody. I just...you know, I°m just
asking questions that 1°d like to have answered, you know.
Like 1 said, I’ve got an eighth grade education. 1’m a coal
miner. But 1 can see a little bit, you know. 1°d just like
to have some questions answered.

DAVID ASBURY: Mr. Chairman.

BUTCH LAMBERT: Mr. Asbury. The meeting 1iIn

Bluefield was for all of the Linkous Horn Heirs and we did
make an effort to meet with the fTamily to discuss their

individual interest iIn these units. We do have detailed




information for Mr. Osborne and his fTamily. That meeting
was spurred by one of the Heirs, Patricia Stilwell and
Nancy . We have on a number of occasions offered to meet
with the family and have detailed information. We do have
that available for you. |If you recall at the last meeting,
I asked you to come and sit in our Division and we would go
through---.

RONNIE OSBORNE: Yes.

DAVID ASBURY: ---the individual ones with you.

RONNIE OSBORNE: Yes, but---.

DAVID ASBURY: That offer still stands.

RONNIE OSBORNE: Okay .

DAVID ASBURY: You are a part of several of those

wells on that piece of paper. We do have title information
in our files that we have ready for you.

RONNIE OSBORNE: Well, a lot of these...l mean, 1

just glanced over these. A lot of these is minus. Minus,

minus, minus. IT it’s minus, shut the things down, you
know . I dont want to take out what wells 1°ve got
producing coming out of. Minus, minus, minus. I mean, you
know---.

DAVID ASBURY: We have...we have individual by well

and by unit and we have shared that iInformation with othen

parties that you’ve contacted on your behalf and we’ll be




glad to share that with you at any time---.
RONNIE OSBORNE: Okay.

DAVID ASBURY: ---that you’re available.

RONNIE OSBORNE: 1 mean, 1 just need it explained

to me, you know. Really 1 ain’t added it up, but nineteen
cents iIs not very much out of twenty some wells, you know.

BUTCH LAMBERT: Mr. Osborne, have you been down to

contact Mr. Asbury since the last Board meeting?

RONNIE OSBORNE: No. No, I hadn’t.

BUTCH LAMBERT: 1 remember two...two Board meetings

prior, I was not here at the last one, but we asked you to
come and sit down with Mr. Asbury at that time. Again, |1
recommend that you do that. Without doing that, we can’t...
we can’t provide you any information.

RONNIE OSBORNE: You told me to get my lawyer.

BUTCH LAMBERT: No. At this Board meeting, 1 told

you...at a break, you said that you were getting a lawyer to
sue this Board---.

RONNIE OSBORNE: No.

BUTCH LAMBERT: -—-and 1 told you that probably

that’s the thing that you need to do is get you a lawyer. 1
also when we come back iInto the meeting, | asked you and
directed Mr. Asbury to meet with you and you never showed

up - This Board can’t give you information on individual




wells. That’s up to Mr. Asbury to do that.

RONNIE OSBORNE: I have never...l have nevern

threatened to sue no one. Myself, I°ve never threatened to
sue no one.

DAVID ASBURY: We...Ronnie, we’ll be glad to work

with you and your family. Again, we have information that
details your specific interest. Some of the interest...and
this is just off of the top of my head. Some of the of the
interest you have 1s a proportionate acre share of like
1/110th part of less than an acre. Some of It is 1/110th
part of maybe three or four acres. But you are an Heir 1in
all three of those and in each one of the wells on that
piece of paper. We”ll be more than happy to make the

attempt to share what we have in the file with you and show

you your percentage ownership in this unit account. And
you’re saying that the Stilwell Heirs 1 am a shareholder
now .

DAVID ASBURY: No.

RONNIE OSBORNE: Well, 1 mean, that’s what you

said, all three.

DAVID ASBURY: No. What I1°m telling you is that

we...we will share with you-—-.

RONNIE OSBORNE: Okay .

DAVID ASBURY: ---the title information that’s in




our files for each of the units as defined to us. We have
not done research to say what Heirship you are associated
with. But we can share with you our knowledge of what’s
recorded documents in the county courthouse and your shareg
in each of these units that you have on that piece of paper.
We” 1l be glad to do that.

RONNIE OSBORNE: Okay . And explain the Stilwell

Heirs or show me?

DAVID ASBURY: 1 can’t Heirship, no, sir.

RONNIE OSBORNE: Okay. Okay.-

DAVID ASBURY: But what 1 can provide is what our

knowledge i1s of recorded documents---.

RONNIE OSBORNE: Yeah.

DAVID ASBURY: ---that shows where you’re an Heir

in individual tracts. IT the Heirship is 1incorrect, that
something that the Board nor my division can correct.

That”’s something that the family has to correct.

RONNIE OSBORNE: 1 am a God fearing man. I don’t
make threats. [1’ve got to be good to people. 1 don’t make
threats. I’ve never made threats. I used to before |1
started going to church. I don’t make threats. I don’t

make threats.

DAVID ASBURY: We don’t...we don’t see any of this

as a threat, Ronnie.




RONNIE OSBORNE: I°m just asking question.

DAVID ASBURY: We’ll be glad to work with you and

do our very best to help you understand your circumstances
and your family’s circumstances. Again, 1t comes back to 4
conflict of ownership between coal and gas. 1 think all of
your Tfamily understands that piece. We can provide the
element of ownership by tract for you. We can do that and

be glad to work with you to do that.

RONNIE  OSBORNE: well, I’ve got...l’ve got
paperwork. 1 mean, a lot of people might think you throw it
away. 1 don’t throw nothing away. |1 keep i1t all.

DAVID ASBURY: Ours 1is probably.._.our information

is probably that high as well. We...again, it’s not an easy
thing to understand and we’ll be glad to spend as much time
as necessary to help you understand as we understand it.

RONNIE OSBORNE: Well, I mean, nineteen cents

is...you know. I wouldn”t even waste a stamp for nineteen
cents.

BUTCH LAMBERT: Thank you, Mr. Osborne. Juanita

Sneeuwjagt.

JUANITA SNEEUWJAGT: Good morning.

BUTCH LAMBERT: Please state your name for the

record.

JUANITA SNEEUWJAGT: Juanita Sneeuwjagt. This is 4




mostly complimentary, which you don’t hear a lot of. |

wanted to make a couple of comments about First Bank &

Trust. Are any of those people here today that you know of?
(No audible response.)

JUANITA  SNEEUWJAGT: Well, unfortunately, they

won”t get my compliments. So, okay...l just wanted to
congratulate the Board for removing the escrow...the escrow
from Wachovia/Wells Fargo and placing it with First Bank &
Trust. When it became clear the ship was going down, it
only made sense to abandon to a life boat. It still is a4
mystery to me that no one caught the entire $25,000,000
being FDIC insured for only 250,000 or that escrow continued
a downward spiral. I just want to say from personal
experience in handling my own accounts and investments,
that’s when 1 caught those errors by going through that
report. So, a lot of times we’re not here to challenge,
although we do plenty of that too, but often times what we
have to say is meant to be helpful. In that case, It was
meant to be helpful. Placing the royalty escrow with First
Bank & Trust is not greatly different from handling your
personal bank account. IT you choose to place 50,000 of
your money iIn the bank of your choice, you would not expect
that bank to charge a service fTee. IT you purchased 4

certificate of deposit which promised to pay a very low




interest in return for using your money for the duration off
the term, that contract i1s 1iIn the bank®s best interest.
You”’ve made very little money on your CD, usually no more
than one to a one and a quarter percent is all the bank 1s
using your money to make loans at 4 to 6%. The message to
remember here is that placing the royalty escrow with First
Bank & Trust, or any bank for that matter, is a great
Financial advantage to that bank. First Bank &
Trust...excuse me, the First Bank & Trust will make a huge
amount of money from the royalty escrow placed in thein
care, iIn otherwise, why the iIncentive to bid for the account
in the first place. 1 feel a very small service fee...and |

haven’t seen that, you may have that somewhere, and if you

do please share i1t with me. | feel a very small service feeg
IS iIn order here. Some bank keeping must be done by the
Ffinancial broker or i1ts team of First Bank & Trust. But

their wallets need not be fattened by servicing the sub-
accounts. Banks are in the busy to make money and to do it
with other people’s money. On behalf of the citizens, |1
request you keep a watchful eye on the account and the
keeper of the account. There, again, my congratulations to
First Bank & Trust for receiving the trust of this twenty-
four and a half million dollars. 1 thank you very much for

that. I appreciate you letting me comment. I don’t..._this




is just general. | don’t see that you need copies. If you
do, you may have them.

BUTCH LAMBERT: Thank you, Ms. Sneeuwjagt.

JUANITA SNEEUWJAGT: Thank you.

BUTCH LAMBERT: Harry Anderson.

RONNIE OSBORNE: Mr. Asbury, can |1 clarify oneg

thing? 1 did tell them...1°m Ronnie Osborne. I did tell
them that | might get them for trespassing on my property.
I forgot about that.

BUTCH LAMBERT: Thank you, Mr. Osborne. Please

state your name for the record.

HARRY ANDERSON: My name 1is Harry Anderson. 1”m

speaking on behalf of my family. We own a 131 acre tract of
property that’s completely surrounded by Tformer...former
Pittston/Clinchfield property. Most of my questions that I
want to address to the Board or to whoever today concerns 4
force pooling order. 1 just wondered if I should wait until
that i1tem comes up or should | go ahead and address the
questions now?

BUTCH LAMBERT: It would be appropriate if you

would wait until that docket items appears.

HARRY ANDERSON: Okay .-

SHARON PIGEON: Is it on today’s docket?

BUTCH LAMBERT: If 1t’s on the docket today.




HARRY ANDERSON: Yes, it’s item twenty-one.

BUTCH LAMBERT: Okay. Thank you, Mr. Anderson.

J. W. Compton.

J. W. COMPTON: I only had one question. When are

you going to start mining---?

COURT REPORTER: You need to come up here, sir.

BUTCH LAMBERT: Come to the front, Mr. Compton.

Please state your name for the record, Mr. Compton.

J. W. COMPTON: J. W. Compton.

BUTCH LAMBERT: Go ahead.

J. W. COMPTON: The only thing that 1 wanted to

know 1s when you’re going to start taking gas and oil out off
the Smith Heirs Tract, Big A Mountain.

BUTCH LAMBERT: I’m not familiar with that. 1’11

have to see if Mr. Asbury might be familiar.

DAVID ASBURY: 1°m not...have you got a lease orn

have you received information---?

J. W. COMPTON: Yeah, we have a lease with you.

DAVID ASBURY: With...with a gas company?

J. W. COMPTON: Yeah.

DAVID ASBURY: Which gas company?

J. W. COMPTON: It’s the gas company. Are there

di fferent ones?

DAVID ASBURY: Yes, sir.




BUTCH LAMBERT: Yes, sir.

J. W. COMPTON: I don’t know.

J. W. COMPTON: Who are you with? What gas

company?

BUTCH LAMBERT: We’re not with the gas company.

Sir, we’re the Board appointed by the governor to hean
these...to hear cases from several different gas companies.

DAVID ASBURY: Do vyou...have vyou recently got

paperwork or documents?

J. W. COMPTON: Yeah, 1 just got a check. It hag

been back a couple of weeks ago, | guess It was.

DAVID ASBURY: And you got a check from which

company?

J. W. COMPTON: Yeah. But 1 can’t tell you the
name now because 1 don”t know. It s got GS Gas on
something. 1 don’t know.

SHARON PIGEON: Do you have your paperwork at home?

J. W. COMPTON: Yeah.

SHARON PIGEON: So, that i1f you went home and got

your paperwork you could call and talk to Mr. Asbury with 1t
in front of you and you could give him that information?

J. W. COMPTON: Well, just forget it because I...1

only want to know when you’re going to start. 1 guess they

will tell me when they do start.




BUTCH LAMBERT: Well, if you’ve received a check,

they’ve already started.

J. W. COMPTON: Well, 1°’ve had a lease for ten

years. They paid me for ten years when they give me the
lease. 1°ve got...the lease run out in November the 27th, |
believe it was. I’m not for sure of the dates. But

that’s...in November sometime. When the lease run out and
then they started paying me by the month.

BUTCH LAMBERT: Okay.

DAVID ASBURY: There are...Mr. Compton, there areg

different gas unit areas and the areas are expanding
everyday. I’m not particularly sure about your tract of
land. If you’ll share, we’ll be glad to work with you. But
it sounds like you’re a leased party with one our major gas
operators. We have several in the Big A mountain area.
We”lIl be glad to work with you to determine what you’re
circumstances are there.

J. W. COMPTON: And 1 can call you on the phone and

talk to you or what?

DAVID ASBURY: You’re welcome to call or you’reg

welcome to come and visit our office. Yes, sir.

J. W. COMPTON: Are there offices in here?

BUTCH LAMBERT: Yes, sir.

DAVID ASBURY: Down on the other end of the hall.




Yes, sir.

J. W. COMPTON: Okay. I guess, that’s all.

SHARON PIGEON: Be sure to bring your paperwork so

that he can help you with the actual i1nformation that you
are already have, okay?

J. W. COMPTON: Okay. Thank you.

BUTCH LAMBERT: Thank you, Mr. Compton. Jerry

Grantham. Please state your name for the record.

JERRY GRANTHAM: Jerry Grantham, President of the

Virginia Oil and Gas Association. First, 1°d like to
express my thanks to each of you on the Virginia Gas and Oil
Board for your service every month. | know you don’t do It
for the $50 that you receive even though that’s a lot of
money, but you do it because of the commitment and
dedication that you have to see responsible development of
the nature gas iIndustry here in Virginia. I can tell you
that 1 presented before several gas and oil Boards in
different states. These Board were made up primarily of Gas
and Oil people, regulatory representatives and attorneys. |1
believe the makeup of this Board here in Virginia represents
a much more diverse spectrum of the population here in
Southwest Virginia. I think that’s very important too to
have all sides.

I was sorry to read the recent series of articles




that attacked the Board, the DGO and the nature gas
industry. In my opinion, these articles were one sided and
In many cases 1In accurate and not representative of our
industry. Titles of articles like “Why Powerful
Corporations Reproffits from Mountain Empires Natural
Resources. Most Landowners are Left Empt-handed.” 1is 4
prime example of distorting these facts. The title occurred
in the Sunday, December the 12th addition. As you know,
most landowners receive a check every month while only &
very small percentage go into escrow. The fact...this fact
was even pointed out in a letter to the editor the previous
day. In fact, the editor’s response was saying, “Our series
has been extremely clear and not all of the royalties (o
into escrow.” But still, the next day the title included
“Most landowners go empty-handed.” This Is just one example
that clearly demonstrate the slanted view that the papern
presented.

I also believe that the attack on Mr. Asbury and
his staff and the DGO was very unfair. Mr. Asbury is one ofj
the most dedicated, conscientious individuals that 1 know
with integrity that is second to none.

Finally, 1 believe the attack on the industry was
clearly biased and one-sided with an eight article series

that totaled more than fifteen thousand words printed. |




kept waiting for at least a portion of an article discussing
the many benefits of the natural gas industry here 1in
Southwest Virginia, but that side was never presented. The
nature gas iIndustry 1i1s dedicated to the responsible
development of the nature gas resources here iIn Southwest
Virginia. We have demonstrated that in the past and we will
continue to demonstrate that in the future. Thank you.

BUTCH LAMBERT: Thank you, Mr. Grantham. I’m not

sure of the next name. I’m having trouble with the last
name. John---.

JOHN FOGGLEMAN: Foggleman.

BUTCH LAMBERT: ---Foggleman.

JOHN FOGGLEMAN: 1°m going to hold.

BUTCH LAMBERT: Okay. Thank you, sir. Charles

Burgwell.

CHARLES BRIGWELL: Brigwell.

BUTCH LAMBERT: Brigwell. 1°m sorry.

CHARLES BRIGWELL: Thank you, Mr. Chairman.

BUTCH LAMBERT: Good morning. Would you please

state your name for the record?

CHARLES BRIGWELL: My name 1is Charles Brigwell,

CPA. My speech is a little bit, 1 guess, after the fact
where you went over thirty-seven. I don’t know if this

would have changed any of your minds. But 1 come from the




gas side of the industry. 1 was a business analyst for Ping
Mountain Oil and Gas until 1 left Pittston. At the time, I
was with Pine Mountain oil and Gas about six...well, four
years and about twelve years of the iInternal audit function
of the Pittston Company. Now, 1 represent the other side.
I’ve got three offices, Abingdon, St. Paul and Gate City. |1
perform services for a lot of different land companies.
What Jerry has just said is correct. They do a good thing.
But what we’re really concerned here is that one little one-
eighth of royalty that they’re paying. We’re not concerned
with the seven-eighths. There’s a lot of complex issues
out there that whoever performs this audit or 1i1f you
reconsider...l had actually made contact with Mr. Asbury
yesterday to inquire about performing...putting a bid on the
proposal for this audit. Just as Mrs. Dye had concerns this
morning, as well as Bruce as far as questions of
adaptability of that one little one-eighth royalty at the
wellhead. I mean, we have no direction of what they do from
the wellhead to the time they get sold or is that the
landowners responsibility. I mean, that’s not what they’re
intention...a lot of states had gone that route to go to the
wellhead because there’s so many other types of gas of so
many byproducts that they could market. So, there again, we

get 1nto a lot of legal 1issues here that we’re really




concerned with the one-eighth royalty. At this point, 1
know you’ve done the vote on thirty-seven this morning if
you reconsider or at least make an encouragement to use our
firm as a consulting services because 1°’m representing 4
number of different land companies, as well as small land
holders as well. So, 1 want to see the right thing done
here for those escrow accounts. Any questions?

BUTCH LAMBERT: Questions or comments from the

Board?
(No audible response.)

BUTCH LAMBERT: Thank you, Mr. Brigwell.

DAVID ASBURY: Mr. Chairman, we’ll make sure that

Mr. Brigwell is aware of any future audits as well as these
come up.

CHARLES BRIGWELL: That’s generally. . _audit

requests come to our office unsolicited by our office. |
had heard this from a former Board member that is not hereg
today back in the early spring that I may be contacted. So,
apparently, that wouldn”t the protocol. I may not have been
registered with the State that pursued that avenue. So, |
don”t know what your protocol is that you’re trying to focus
in on. Mrs. Dye really had a concern. I think it’s very
valid.

KATIE DYE: 1 just have one question.




CHARLES BRIGWELL: Sure. Uh-huh.

KATIE DYE: In your professional opinion, where you
have worked in the industry and everything---?

CHARLES BRIGWELL: Right.

KATIE DVYE: -—--do you think that the auditors
would need experience in doing petroleum---?

CHARLES BRIGWELL: Oh, definitely.

KATIE DYE: ---auditing?
CHARLES BRIGWELL: Most definitely. I mean, this
is a very complex and legal issues here. We deal with

property and mineral rights and interests and what the
intent of these agreements are. You know, that’s
indefinitely..._the States had swung to our direction to looK
at that wellhead and gone from the gross proceeds because
you could have byproducts. That selling point may be in the
future. They may go to a storage. When the season cycle
pricing is higher, that gas company will release that gas on
the market at a higher price. But what about your royalty?
When i1s that happening? There, again, you get into a lot of
legal i1ssues that are very complex. So, | just advise you
caution, you know, whoever you all end up with.

SHARON PIGEON: Sir, did you say you were not

registered with the State or---?

CHARLES BRIGWELL: Exactly. 1 was not. Mr. Asbury




pointed that out that 1 need to...if | was to perform any
services for the Board, 1 need to get registered. That]
should not be a problem whatsoever here. There, again, just
remember on everything to decide when we’re speaking of
royalties, like Bruce had pointed out, iIt’s a venture...it’s
a joint venture or is it a royalty? What is that royalty
owner expecting to receive? What’s the intent of the
agreement? That varies. That’s all I had to say.

BUTCH LAMBERT: Thank you, sir.

CHARLES BRIGWELL: Thank you.

BUTCH LAMBERT: I believe it is Louise Barton

Company .

LOUISE BARTON COMPTON: 1 had planned to hold, but

I think I just need to share a statement. I am Louise
Barton Compton. I don”t apologize for education having it
or not having it. I do have a Master’s Degree in Nursing.
Come March of this next year, | am still working, 1 will
have practiced for fifty-one years.

BUTCH LAMBERT: Congratulations.

LOUISE BARTON COMPTON: 1 have been here to some of

these meetings, but most of the time I’m working and 1 can’t
come. But i1t just seems like to me from my standpoint of
where 1 see people sick, some of them not making 1t and some

of them making that we all ought to be concerned with




honesty. In my organization folks, from what I have seen oOff
this, 1 believe 1t 1is so sick that we ought to be
recommending it to palliative care. I would just like to
see that something could be done. (Claps.) Now, like the
First speaker, 1 got two checks. I’m busy. I don’t have
time to add up the postage on all of those brown envelopes
that 1 have received to know how much besides the staff that
it takes to produce all of this and send 1t to me. 1 live
out in the country. 1 have to go to the post office to sign
to get it and 1 have received two checks. One for fourteen
cents and one for twenty some cents. Maybe some of you
people that know about banking and where to refer, help me
at the break find a bank that can cash my checks for me.

You know, the economy is bad. Thank you.

(Claps.)
BUTCH LAMBERT: Thank you, Ms. Compton. I think
this next name is Catherine Jewell. 1°m not sure.

CATHERINE JEWELL: 1°m new this thing.

BUTCH LAMBERT: Well, 1 can’t read your writing. |1

apologize.

SHARON PIGEON: You were on the run today, 1 think.

CATHERINE JEWELL: Catherine Jewell. Have you guys

no shame? You know, we have taken...(inaudible). We have

gone from should post production be allowed to how can we




justify i1t and make it transparent so that we can then put
it on our little royalty statements and it’s all fine and
beautiful with your (inaudible)...this 44 whatever percent,
I saw the same check because | got the same check for an
estate that 1’m handling, okay. That’s what was taken out.

BUTCH LAMBERT: Ms. Jewell, are you addressing the

Board or the audience or---?

CATHERINE JEWELL: Wwell, we have a problem with

everybody hearing. So, | want to make sure might voice
project properly so that everybody can hear.

BUTCH LAMBERT: 1 just want to make i1t clear i1f you

were addressing the Board or the audience.

AUDIENCE MEMBER: Everybody.

CATHERINE JEWELL: Everybody.

BUTCH LAMBERT: Okay .

CATHERINE JEWELL: Have you no shame. There. 126

to $1.50, okay, in post production. In addition to what’s
taken from the sale price. In addition to the deduction and
volume that’s reported on the DGO website. Now...you know,
just because some of us in this room believe that the
(inaudible) doesn’t mean the rest of us should make the same
belief when we know better. My second question---.

BUTCH LAMBERT: Do you have a question...a Tirst

question? | didn’t hear that.




CATHERINE JEWELL: Have you no shame? Would you

like to respond?

BUTCH LAMBERT: You can...no, ma’am. Proceed with

your second question.

CATHERINE JEWELL: Okay. My second question, who

were the companies that provided the bid?

BUTCH LAMBERT: As of today, that information will

be made public. You can get that.

CATHERINE JEWELL: Okay. And 1 heard you say that

some were disqualified.

BUTCH LAMBERT: That’s right.

CATHERINE JEWELL: What was the basis for the

disqualification?

BUTCH LAMBERT: They didn’t meet the qualifications

within the RFP.

CATHERINE JEWELL: What qualifications? |1”’m asking

you. A two cross question here.

BUTCH LAMBERT: That information will be made

public directly after this meeting. You will be able to get
copies of those RFPs that will also explain why they were
disqualified.

CATHERINE JEWELL: Okay. 1 just...it’s transparent

to me. It has been very transparent to me. Thank you.

BUTCH LAMBERT: Are there any folks that wishes to




make a public comment that didn’t sign up?

MARTHA WILLIAMS: 1 would like to make a comment.

BUTCH LAMBERT: You will have to...please comeg

forward and state your name.

MARTHA WILLIAMS: My name 1is Martha Williams,

Salem, Virginia. I’m one of the Linkous Horn Heirs. I
questioned it. I really have gone over this series of
articles. I am very thankful for the Bristol Herald. It

did shed a little light on some of the things. But my big

question is, what...l know there are people that have been
coming a lot longer than I have. But I’ve been into this
for twelve years. In the beginning, | guess | can see you

escrowing these accounts, you know. The money. But at what
point do we sit down and decide, you know, and disburse or
make some sort of an agreement that we can all agree on like
for myself and my two brothers that we could agree on some
kind of...you know, to be able to collect the royalties that
belong to us? You know, twelve years seems a long time. |
know 1t was there before that. So, | mean, how many years
down the road are we looking at to get a proper settlement?

BUTCH LAMBERT: That’s not up to this Board. That]

would up to you working out with the other parties.

MARTHA  WILLIAMS: Yes, sir. But that’s

impossible. We’ve tried. There’s nothing we haven’t tried.




You guys know. Some of you having been serving here since
that day. Nothing we do seems to be enough. It’s always
well you’ve got Hurt McGuire half of this or you’ve got to
do this. Then we have family members that have signed.
They go into the Bluefield office. They’re promised forty,
something thousand dollars. When they come here and it’s
moved down to sixteen...or came over to Abingdon and not
here, maybe 15,000 or 16,000 or and then a check shows up
on the doorsteps for $600. Or Jlucky like some of these
others, they get a whole whopping $1.14 or, you know...l1
mean, something has got to give here.

BUTCH LAMBERT: Is that all of your comments?

MARTHA WILLIAMS: Well, this is a facts finding

and we’re supposed to come here to get answers.

BUTCH LAMBERT: Well-—-.

MARTHA WILLIAMS: And I would just like...l1 would

like some kind of an explanation, like where are we heading?

BUTCH LAMBERT: 1 don’t think this Board can answer

that for you because we only disburse when we get the proper
paperwork that you have an agreement and we can disburse.
Outside that, this Board cannot help you work out of youn
agreements.

MARTHA WILLIAMS: Then where do we need to Qo7

What”s the next step?




BUTCH LAMBERT: 1 don’t think this Board can answer

that for you.

SHARON PIGEON: You can work out an agreement as

the statute says or you can have a Judge rule on this issue.
Those are the two options and either of those comes to the
Board---.

MARTHA WILLIAMS: Well, the Supreme Court...the

Supreme Court of Virginia has ruled on that, you know,
for---.

SHARON PIGEON: The Supreme Court of Virginia has

ruled on three very specific severance deeds.

MARTHA WILLIAMS: But, ma’am, 1t 1iIs a Supremeg

Court ruling.

SHARON PIGEON: Yes. And it only applies to those

parties.

MARTHA WILLIAMS: So, we don’t have the sameg

Courts for everybody iIn Virginia.

SHARON PIGEON: We don”t know that you have the

same deeds.

MARTHA WILLIAMS: I can’t count the times that

we’ve brought to the old place---.

SHARON PIGEON: To a Judge.

MARTHA WILLIAMS: No, to your Board.

SHARON PIGEON: This Board has no authority for




that.

BUTCH LAMBERT: We have no authority to interpret

deeds.

MARTHA WILLIAMS: Well, we need...l mean, 1 think

that’s what Mr. Gilbert was...one of the things he was
looking at is like this goes on and on and on and you come
to the place where we really need to know where we’re headed
or what’s the next step i1If this 1Is not going to do any good.

BUTCH LAMBERT: 1 wish we had answers for your

concerns, but we don’t. We’re operating within the laws and
regulations that we have at this point.

MARTHA WILLIAMS: Okay. Thank you very much. |

mean, 1 just...l intend to whatever it takes to get an
answer wherever 1 have to go. I mean, after twelve
years...thank you very much for allowing me to speak.

BUTCH LAMBERT: Thank you. At this time, we’re

going to take a ten minute recess.
(Break.)

(Donnie Ratliff leaves the hearing and Mary
Quillen arrives for the hearing.)

BUTCH LAMBERT: Ladies and gentlemen, there has

been a lot of discussion and talk this morning about several
different issues, the escrow account and the articles. So,

at this time, 1 would like to give one more opportunity for




public comment. IT anyone else would like to address the
Board on issues related to the Board that this Board can
answer questions, 1°d ask you to please come forward and
state your name for the record.

FRANK HENDERSON: Frank Henderson with Appalachian

Energy. I just wanted to address the Board briefly in
regards to the series of articles in the paper and the
failure of those articles to address the key issue, In my
opinion. The Kkey 1issue 1is ownership of the gas. The
articles made the industry, the Board and the regulators out
to be villains, incompetent and the whole nine yards. The
issue IS our companies, my company in particular, we would
prefer to write a check every month to whoever owns the gas.
When you have to put i1t into escrow, it’s nothing but a4
hassle for the company. It”s nothing but a hassle for the
people that are trying to get the gas. But until that issue
of ownership is decided, that’s what we’re required to do.
We are doing that by the statute and by the law and that’s
the way 1t has to be done. So, 1Tt there’s an ownership

issue, the gas companies do not have anything to do with the

ownership 1issue. That’s between you and whoever the
conflicting claimant is. |If it’s a clear cut ownership, you
get a check. 1It’s very simple. |1 can assure you that most

companies would prefer to write the checks directly to the




people who are the owners of the gas. Unfortunately,
that’s...that whole issue was not explained in those eight
articles and fifteen some thousand words. That’s the core
issue here. Thank you very much.

BUTCH LAMBERT: Thank you, Mr. Henderson. Anyone

else to comment?

HARRY ANDERSON: Yes, sir, I’ve got some late

comments on my specific issue. But 1°’d like to commend Dan
Gilbert and the Bristol Herald Courier for the articles.
Really, you know, if you can’t stand the scrutiny of the
press than, you know, there’s a problem there. 1°ve served
on elected Boards and 1°ve served on appointed Boards. |
didn”t always welcome theilr presence because it made i1t a
little bit tougher on us. But if you’re doing anything
wrong, and i1t may be unintentional, then you should
certainly welcome that information being made...being given
to you certainly and being made public. If you’re not doing
anything wrong, then you have no...you should have no
problem with that. But, you know, Frank, 1 know you well.
I think, you know, you’re honest businessman. But yet on
the other hand, the press is just something that we need to
deal with sometimes as elected officials and appointed
officials. He did give you credit. I mean, we’re

under...you guys are understaffed. 1 know that, David. You




need more people to do what you’ve got to do. You guys are

layman. You hold down day jobs. I’ve served on Boards
where 1 did that and you’re not always able to give youn
full attention to these matters. I realize that. But,

obviously, there’s some problems here that need to be
addressed. You have an opportunity to respond to that. I
wish you would respond to that, you know, publicly and 1in
the paper. 1°m sure that they would give you equal space to
do that or 1 certainly would hope that they would give you
equal space to do that. I know...l mean, 1°ve been around
this matter long enough because we’ve had a leased property.
We now have an unleased property in another area. We’ve had

questions. Most of them have been addressed. We still have

some problems that need to be addressed. But, gosh, 1I°m
glad that the articles were written. I was given
information that 1 didn’t have before. I was given hope

certainly and bet you you guys are with me on this one that
the Legislature will address once and for all some of these
Issues concerning gas and gas ownership. I would like to
know, you know, so that we don’t have to...l don’t know
whether to accept the 25%/75 split or if I own all the gas
or if it should be somewhere iIn between. You know, maybe,
you know, whatever. I will work that out. But the

information given was great information. I assume i1t was




verified information. |If It wasn’t, you need to point that
out. But I know that there were Board members and othen
individuals that this article related to that were given 4
chance to respond to emails and respond to questions and you
didn’t bother to do that. But transparency is a great thing
in our system. We should welcome that. Like I said, 1 feel
for you because I know somewhat what you have to deal with.
But I do commend Dan. You know, 1 thought i1t was a great
series. | know it was an informative series. You’d better
not fight with the people that buy ink by the barrel, 1711
tell you right now. You’d better try to answer their
questions and try to get those answers on record. So, 1
wanted to say that and then 1”711 take about our 1issues,
which are much more mundane in a few minutes.

BUTCH LAMBERT: Thank you.

(Claps.)

BUTCH LAMBERT: Sir, would you state your name for

the record.

HARRY ANDERSON: Harry Anderson.

BUTCH LAMBERT: Thank you. We just need it in the

record. Thank you.

JOHNNY FOGGLEMAN: My name 1is Johnny Foggleman.

They hadn”t got to our little piece of land yet. But

they’re talking about ownership. Well, 1 bought a little




property over in Russell County, two-tenths of an acre...two
and a half tenths. It was on there, coal, mineral and gas
and oil rights. 1 bought that property and the farmer that
I bought off of, i1t accepted the right...all the rights. 1
don”t own no gas rights, no coal or nothing. He owns it. 1
ain”’t got no reason to say anything. But if your deed says
that you own the coal rights, the gas or oil, I mean, hey,
ownership is right on that deed. I mean, hey...l1 mean,
what’s...how are they tying all of this up like that. Why,
ain’t the royalties been paid on property that they have
that oil, gas, coal or whatever? They’re getting out from
under that ground there. 1t goes to the property owner.

BUTCH LAMBERT: Thank you for your comments.

DAVID ASBURY: [I’m sorry. I didn”t get his last

name, please, Mr. Chairman.

COURT REPORTER: Foggleman.

BUTCH LAMBERT: Foggleman. Johnny Foggleman.

Thank you. At this time, the public comment period will be
closed. 1’d like to take the opportunity to read 4
statement. As many of you know, 1°d like to make a
statement for the record for the benefit of everyone in
attendance today. After 1°ve completed by statement, we
will then move to the business of reviewing other items on

the docket. As many of you know, the Bristol Herald Courien




Newspaper run a series of news articles and editorials last
week concerning a variety of 1issues related to coalbed
methane gas ownership. These issues included changes to the
Virginia Gas and Oil Act in 1990 that replaced the existing
rule of capture with the force pooling process, established
the escrow account and created the Virginia Gas and Oil
Board. Different interpretations of the Virginia Supreme
Court decision In the Harrison Wyatt versus Ratliff case
regarding the determination of ownership of coalbed methane,
the property reporting of gas production and subsequent
depositing of royalty payments to the escrow account, and
management of the escrow account by both the Virginia Gas
and Oil and the Department of Mines, Minerals and Energy.
The Department and the Board have and will continue to
address issues related to the timely fTiling of Board orders
and deposits Into the escrow account. DMME has assigned
designated staff earlier this year to clear up the backlog
of Board orders and continues to review deposits and direct
companies to Tix these areas. This has been a very slow
process due to the complicated nature of the escrow
accounting and funds disbursement process, but this has
resulted in new payments Into the escrow account and for the
first time a record year of disbursements. We wish to

acknowledge the considerable and thorough research into




these issues by the Bristol Herald Courier reporter, Daniel
Gilbert, who highlighted the areas of concern that we were
already committed to addressing and those efforts are
continuing to process. I want to express my sincere
appreciation on behalf of the Department and the Board fon
the extensive hours of time and effort spent by David
Asbury, Diane Davis and other staff members at DGO. To Mr.
Gilbert’s questions and requests for the records in the
interest of full public disclosure. Thank you.

The next item on the docket is...we’ll call item
number four. The Board will receive corrective testimony
and disbursement exhibit from CNX regarding a prior approved
disbursement of funds from unit AW-109, docket number VGOB-
01-0821-0909-01. All parties wishing to testify, please
come fTorward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: Seeing no others, Mr. Swartz, you

may proceed.

MARK SWARTZ: Thank you.

(Anita Duty is duly sworn.)

ANITA DUTY

having been duly sworn, was examined and testified as

follows:




DIRECT EXAMINATION

QUESTIONS BY MR. SWARTZ:

Q.- Anita, would you state your name TfTor the

record, please?

A. Anita Duty.

Q Who do you work for?

A CNX Land Resources.

Q- And what do you for them?
A Pooling supervisor.

Q.- Were we here recently on an escrow
disbursement from AW-109?
A. Yes.
Q. And after the hearing in that matter, did
you catch an error in the disbursement exhibits?
A. Yes.
Q. And have you provided the Board today with
a corrected exhibit?

A. I have.

Q- And are we here to get it right before the
disbursement is made?

A. Yes.

Q.- Okay. What was the...what the problem with
the spreadsheet when we were last here?

A. On Tract 1B, we had originally shown Marvin




Fuller as owning an interest iIn that tract.
Q.- Okay. And what is Marvin Fuller’s interest

iT any In that Tract?

A. Zero.

Q. Did someone acquire his interest?

A. Yes.

Q. Who would that have been?

A I think 1t was split evenly between Mike

and James Rasnic.

Q- Okay .
A. Well, 1°m sure it was.
Q- Okay. And were the two Rasnics already in

the disbursement?
A. Yes. They were on direct pay, Mike Rasnic
was .
Q. Okay . And so their interest were already
accounted for?

A. Yes.

Q- And essentially you were including an
interest of a person who had sold?

A. Yes.

Q.- And 1s the only correction to delete the
vendor, the seller?

A. Yes.




Q. Did it change any of the percentages in
terms of the percentages to be applied by the escrow agent
as the money came out?
A. It did not.
Q. Okay. So, the error was not in the map to
assign percentages, it was simply in the identification of
the recipients?
A. Yes.
Q. Okay. And you’ve provided the Board today
with, you know, a collection of exhibits, but the first page
iIs a tract by tract escrow calculation, correct?
A. Yes.
Q. And iIs it your request that the Board enten
a new order making and authorizing the Board’s escrow agent
to make the disbursement described iIn this exhibit using the

percentages in the column owner’s percent of escrow,

correct?

A. Yes.

Q- All of these agreements were 50/50
agreements?

A. Yes.

Q.- So, that the half...the 50/50 percentage

would apply to everyone receiving them?

A. That’s correct.




MARK SWARTZ: Okay. That’s all 1 have, Mr.

Chairman.

BUTCH LAMBERT: Questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do | have a motion?

BRUCE PRATHER: Motion to approve.

BUTCH LAMBERT: Do I have a second?

MARY QUILLEN: Second.

BUTCH LAMBERT: 1 have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: All i1n favor, signify by saying

yes.
(Al members signify by saying yes, but Butch
Lambert and Katie Dye.)

BUTCH LAMBERT: Opposed, no.

KATIE DYE: Abstain.

BUTCH LAMBERT: One abstention, Mrs. Dye. Thank

you, Mr. Swartz.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: The next item on the agenda is the

Board in compliance with Section 45.1-361.22.5 received and
executed royalty split agreement from Erma Horn and James

McGuire Land Trust, conflicting owners in Unit Q-34. This




is docket number VGOB-00-0321-0779-02. All parties wishing
to testify, please come forward.

MARK SWARTZ: Mark Swartz. |1 would---.

BUTCH LAMBERT: Do we need to call the rest of

those, Mr.---?

MARK SWARTZ: 1 would think so. Let’s call.._since

they’re 1i1dentical essentially, five, six, seven, eight and
nine.

BUTCH LAMBERT: Okay. Also, calling docket numben

VGOB-00-0321-0780-02 and docket number VGOB-00-0321-0781-02,
also calling docket number VGOB-00-0321-0782-01, also
calling docket number VGOB-00-0321-0784-01.

MARK SWARTZ: Mark Swartz on those as well.

BUTCH LAMBERT: You may proceed, Mr. Swartz.

MARK SWARTZ: The process here when Mr. Asbury gets

an indication that there has been a disbursement agreement
under the regulations that this Board adopted, he is
required to put it on the docket and to advise the operator
that, you know, he has got the disbursement agreement and
that they need to move forward. What you normally see 1In
these cases iIs we react to his request with a petition fon
disbursement. We have those prepared. They will be filed
this Friday. So, essentially this i1s kind of a notice.

There”’s nothing on the docket today. None of the people 1In




these units got written notice of a hearing today. But you
need to, | guess, acknowledge that there’s an agreement and
I’m indicating that we’ll have our petition Tiled thig
Friday. So, 1 think you can hear 1t next month if you want
to. Obviously, you’ll have publication time. So, my
request would be to let us file our petitions and put it on
the docket for next month and we’ll have, 1 guess, five more
disbursements to make.

SHARON PIGEON: Do you think thirty days is enough?

MARK SWARTZ: 1 think it’s more than enough. We

should be filing Friday.

BUTCH LAMBERT: So, continued until January?

MARK SWARTZ: January.

DAVID ASBURY: Thank you, Mr. Swartz.

MARK SWARTZ: Thank you. In the nature of

continued housekeeping, i1tems ten through thirteen, one of
which has been on the docket for a while and the other three
has been added recently, we’re going to need a continuance
on those as well. There’s some accounting Iissues that we
have been unable to resolve. Mr. Franks...J. C. Franks, who
I’m sure all of you know, iIs interested iIn these...we called
him yesterday to tell him that we would be asking for 4
continuance so that he didnt have to, you know, make the

trip and he has not come. He did not object when Anita




talked to him. 1 think he appreciated the call. So, iIf you
could continue this. Anita, do you think we can be good to
go in January on these or---?

ANITA DUTY: No, we’d better go sixty days.

MARK SWARTZ: February?

ANITA DUTY: Yeah.

MARK SWARTZ: Okay .-

SHARON PIGEON: Which numbers?

MARK SWARTZ: 1t would be ten...docket items ten,

eleven, twelve and thirteen.

SHARON PIGEON: Fourteen?

MARK SWARTZ: No, fourteen we’re good to go on.

So, it will be ten, eleven, twelve and thirteen.

BUTCH LAMBERT: Okay.

MARK SWARTZ: February would be great if we could

do that.

BUTCH LAMBERT: Let me read those into the record.

Item number ten, which is docket number VGOB-93-0420-0362-02
continued until February. Docket number VGOB-93-0420-0358-
02 continued until February. Docket number VGOB-93-0420-
0359-02 continued until February. Docket number VGOB-93-
0420-0361-03 continued until February.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: Mr. Swartz, will fourteen and




fifteen take very 1long because 1 would like to coven
disbursements if can get into---?

MARK SWARTZ: 1 don’t think so. I mean, 1f you

want to go to the disbursements directly we can do that, but
I’ve got Les here who doesn’t normally come to testify in
those two.

BUTCH LAMBERT: Okay, i1f they won’t take too long,

let’s get those so that we’ll move directly iInto
disbursements. 1 want to get those out of the way.

MARK SWARTZ: Okay. Then the next thing after that

would be our disbursements and we’ll good to go on those.
Les, do you want to come up?

BUTCH LAMBERT: Calling docket item Tfourteen, &

petition from CNX Gas Company, LLC for a modification off
Middle Ridge 1 Field Rules to allow for more than one well
to be drilled iIn units AW132, AW133, AX132, BL107 and BL10S8,
docket number VGOB-00-1017-0835-06. All parties wishing to
testify, please come forward.

MARK SWARTZ: It will be Mark Swartz and Les

Arrington. Les, could you state your name for the record,
please?

(Leslie K. Arrington is duly sworn.)

LESLIE K. ARRINGTON




having been duly sworn, was examined and testified as
follows:

DIRECT EXAMINATION

QUESTIONS BY MR. SWARTZ:

Q. And your name?
A. Leslie K. Arrington.
Q- Les, you’ve been here on numerous occasions

with regard to petitions to allow infield drilling, i1s that
correct?

A. Yes, | have.

Q- Indeed you have been here before with
regard to the creation of the Middle Ridge Field and also

with regard to infill drilling in that field, correct?

A. I have.
Q- The application that we have today that the
Board has received exhibits from you pertains to, | think,

an additional five units in the Middle Ridge, is that
correct?
A. Yes, 1t does.
Q. And to sort of focus the Board, there are
dates on the exhibit and you’ll be able to figure this out,
but there are three over on the...l guess it would be the
west three units?

A. Over on the east side.




Q. East...you’re right on the east, okay.

A. And then two

Q- Then two down here?

A. Yes.

Q. Okay. And have you tried to provide the

Board with well data iIf we go to the additional exhibits
that are in the vicinity of these---?

A. Yes, we have.

Q. -—-additional units that you’re seeking to
infill drill in?

A. Yes, we have.

Q. Okay. And lets take a moment, let’s not go
to the summary data, but let’s go to the daily average
production data. You’ve provided the Board with Data on
eight wells, is that correct?

A. We have.
Q. And would you identify the eight wells by

number that this data pertains to?

A. 1’11 identify the units.
Q- Okay .
A. AY135, AW135, AV136 and AW136, AV137 and

AZ137 and then there’s an additional well, BH104 that
applies to the southern two wells.

Q- Okay . Okay. And rather than taking each




of the wells that we’ve provided data for an individual
basis, 1°d like to direct your attention to the sort off
summary exhibit, which should be the first graph after the
map. It’s this page. Okay, and this page compares 60 acre

and 30 acre drilling, correct?

A. It does.
Q- And the blue line represents which?
A. The blue line was the original group of 60

acre wells.

Q.- Okay .

A. And then the red line represents the infill
wells that we’ve drilled.

Q. And if we...if we look at the bottom lineg
from O to 2,000, is that days?
A. It is.

Q. And then 1f we look on the left, we’ve got
MCF per day, correct?

A. Yes.

Q- And does this first chart combine the well
data from the eight wells that we’re talking about that
you’ve provided individual data for?

A. It does. Yes.

Q- And perhaps some more wells as well?

A. Yes, it does.




Q. Okay. The blue line would be from the

date of First production?

A. Yes.

Q In the Middle Ridge Field?

A. Yes.

Q And 1t continues passed the point of the
red line?

A It does.

Q. And it looks like the second well drilling

program started roughly 1200 to 1250 days into development?

A. Into the development of that area. It
does.
Q. Okay. Would you compare for the Board what
you experience when you drill a second well in these units
based on the data that you’ve accumulated?

A. The accumulation of data iIndicates that.
In most cases, and we do have a well or two that it does not
apply to, but normally not only will your new well come 1iIn
at a higher rate than your original well, but your original
well production will also iIncrease.

Q. And 1f we look at the second sheet here,
the first chart that you’ve provided the Board with regard
to this application. It does look like your production from

the second well traumatic...or second wells traumatically,




exceeds where your first wells were?
A. They have been on the increase, yes.
Q- Okay - And also i1t Ilooks like the blue
line, which would be in the decline mode has actually been
pullled up by the second?
A. Yes, It is.
Q.- And is that something that you~ve
experienced iIn...not only in the Middle Ridge, but also iIn
the Nora and the Oakwood when you drill second wells?
A. Yes, It is.
Q- So, this IS just Dbearing out the
engineering that caused you to infill drill?
A. That’s correct. It does.
Q.- Based on the data that you’ve submitted
today, is It your opinion that it make good economic sense
to drill second wells 1In the five units that are unden
consideration in the Middle Ridge application that we filed?
A. Yes, 1t does.
Q- And does it...In addition to the economics
does 1t actually iIncrease production from the units?
A. Yes.
Q.- IT you look at the last chart that you’ve
submit to the Board today, what does that show?

A. That shows what your original production




would look like from the well and it also shows that we will

gain an additional 175 million recoverable reserves from

that unit.
Q. As a result of a second well?
A. Yes.
Q.- Okay. And as we’ve indicated to the Board

in the past, we would retain a 600 foot spacing within the
unit?

A. Yes, sir.
Q. And the second well would occur within the

drilling window?

A. Yes, it would.
Q. So, the orders would reflect that?
A. Yes.

MARK SWARTZ: That’s all 1 have, Mr. Chairman.

BUTCH LAMBERT: Mr. Swartz, we’re going to label

the entire handout or would you do it individually?

MARK SWARTZ: If we do it at one time, i1t would

probably be good, but I always count on your sidekick for

the ID. So, what---?

SHARON PIGEON: In the holiday spirit, 1 will go

with one label on the whole package although my preference
IS page by page.

MARK SWARTZ: 1 understand. What should it be




labeled?

SHARON PIGEON: AA.

MARK SWARTZ: AA.

SHARON PIGEON: Double letters on handout exhibits.

1’1l go over that for you again here In a minute.

MARK SWARTZ: Okay .-

BUTCH LAMBERT: Questions from the Board?

BRUCE PRATHER: 1 have a question.

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: On your profile here, could you

tell me what year this started and iInstead of the day of
the.._.1°’d like to have a reference when 1 look at these
things that 1 have a year that 1 start instead of zero days.
BB2005 or whatever.

LESLIE K. ARRINGTON: 1”11 just have to go back by

the number of days.

MARK SWARTZ: The best we can tell you is if you

look at the docket number of the Middle Ridge Rules, which
IS on this exhibit, 1t was 2000. So, it would be sometime
after and the original was i1n October. So, i1t would be
late...probably 2001 would be the earliest wells just to
back into a rough date.

BRUCE PRATHER: Okay. That’s fine. Thank you.

BUTCH LAMBERT: Any Tfurther questions from the




Board?
(No audible response.)

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BUTCH LAMBERT: 1 have a motion. Do 1 have 4
second?

MARY QUILLEN: Second.

BUTCH LAMBERT: Any further discussion?

(No audible response.)

BUTCH LAMBERT: All 1in favor, signify by saying
yes.

(A1l members signify by saying yes, but Butch
Lambert and Katie Dye.)
BUTCH LAMBERT: Opposed, no.

KATIE DYE: Abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention, Mrs. Dye. Thank

you, Mr. Swartz.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: The next item is a petition from

CNX Gas Company, LLC for a modification of Nora Coalbed Gas
Field Rules to allow more than one well to be drilled in
units BD88, BD89, BE88, BE91, BF90, BF91, BG90, BG91, BH9O,
BH91, BE93, BE10l1l, BF92, BF102, BG93, BG96, BG98, BG103,
BH95, BH101, BH103, BI199, BI1105, BJ98, BJ102, BJ104, BJ105,




BK99, BK101, BK105 and BL99, docket number VGOB-89-0126-
0009-59.

MARY QUILLEN: 1 have a question, Mr. Chairman, on

those.

BUTCH LAMBERT: Ms. Quillen.

MARY QUILLEN: Where there is a dash should that

have include from 99...BL...or BK99 through 101, which
include BK100?

BUTCH LAMBERT: Ms. Pigeon just pointed that out.

Is that---?

MARK SWARTZ: The thorough...actually, you’re going

to have a map that will depict all of this, but 1t’s
actually...it’s...the thorough means it’s a piece of a roll.

BUTCH LAMBERT: Yeah. Okay.-

MARK SWARTZ: 1 think...1 mean, you can read it

again, but 1 think the caption says that---.

MARY QUILLEN: The caption says that, but on the

record it would be different is the reason 1 asked forn
clarification.

MARK SWARTZ: Right. And the map you’re going to

get says it as well. So, it’s your call i1If you want to
indicate that some of them are thorough or rely on the map
that you’re going to have as an exhibit today and the

caption.




BUTCH LAMBERT: Okay. Let me clarify it then.

This i1s BE93-BE101, BF93-BF102, BG93-BG96, BG98-BG013, BH95,
BH101-BH103, BI199-B1105, BJ98-BJ102, BJ104, BJO15, BK99-
BK101, BK105, BL99.

MARK SWARTZ: The area...the first area would

include BE88-BE91 as well.
BUTCH LAMBERT: Okay.

MARK SWARTZ: I think you’ve got iIn the record

Nnow .

BUTCH LAMBERT: All right. All parties wishing to

testify, please come forward.

MARK SWARTZ: Les Arrington and Mark Swartz. Les,

do you want to pass out your exhibits here.
(Michelle Street passes out exhibits.)

BUTCH LAMBERT: Let’s identify these before we get

started since we’ve got a couple of different ones.

MARK SWARTZ: The group that has a number, let’s

call.._a number of attachments, let’s call that AA. Then

the single map by itself, BB, 1f that works.

LESLIE K. ARRINGTON

DIRECT EXAMINATION

QUESTIONS BY MR. SWARTZ:

Q. Les, you need to state your name for us,




again.

A Leslie K. Arrington.

Q.- And you’re still under oath?

A Yes.
Q Okay. You’ve just testified with regard to
an infill drilling application in a different field, the

Middle Ridge Field, correct?

A Yes, | did.

Q. Is the analysis essentially the same?

A. Yes, It is.

Q- Okay. And i1n this iInstance, we’re talking

about an area that 1t has more units but i1t’s sort of the
bad pink kind of in the middle of the map? Would that be
the area that we’re talking about today?

A. That’s correct. It 1is.

Q. Okay . And that 1s an area that you’re

seeking to be allowed to drill a second well?

A. Yes, it is.

Q- Again, with 600 foot spacing from the first
wel 1?

A. Yes.

Q. And the second well would have to occur

within the drilling window?

A. Yes.




Q. And this map, the page of AA actually shows
the units and the windows?
A. It does.
Q- Okay. And i1t shows also a number of other
areas that the Board has...the blue area immediately above
and some areas off to the east that he Board has already
allowed for infill drilling?

A. That’s correct.
Q. And so you’ve got data available to you iIn
the Nora Field to use to assess whether or not infill
drilling i1s working?

A. Yes, we have.

Q. The second map, the BB map, has some black
Xs sort of in the green section, kind of in the center of
the map---7?

A. It 1s.
Q. ---does that show...does that depict the
units from which you’ve taken data and reported it on a well
by well basis In Exhibit AA?

A. Yes, It is.

Q. Okay. So, that sort of locates the datd
wells in relation to the pink area that we’re talking about
today?

A. Yes, it does.




Q. Okay. And, again, you’ve given us, as you
did in the last instance we’ve got...it looks like six wells
here?

A. Yes.

Q. And in all iInstances you’ve got a red ling
which shows original...the original well production, |1
assume?
A. Yes.
Q. Well, 1 don’t know, if you’ve reversed It
on this one or not?
A. It is reversed.
Q. It 1s reversed. So, the red line 1is theg
original well and now the blue line would be the second
wel 1?
A. Yes.
Q. And 1In most instances, just eyeballing
this, i1t looks like the second wells do better than the
First?

A. Yes, they have been.

Q. And 1n some 1instances, actually kind off
pull the first well production back up?

A. Yes, 1t does.

Q- And then do you have a summary exhibit here

as well?




A. I believe i1t’s the last sheet.

Q.- Okay. The very last page?

A. Yes.

Q. And here we’ve...in an effort to always

change colors and be as confusing as possible, iIn this one

the last page, the blue is the first well?

A. Yes.

Q And the red is the second?

A. It is.

Q And this sort of captures the concept again

and shows that collectively the second wells do, i1n fact,
come on stronger eventually?

A. Yes.

Q.- And perhaps, 1t looks here, I have actually
elevated the production from the first well almost from the
beginning of production for the second well?
A. They have.

Q.- Okay . Based on the data that you’ve
accumulated 1n the Nora Field, the Middle Ridge Field and
the Oakwood Field, is 1t your opinion that being allowed to
drill second wells iIn the drilling windows of the pink units
is likely to enhance production and overall generate the
same kind of results that we’ve seen in other areas?

A. Yes, we believe so.




Q. And i1s also...if we go to the second to the
last page, 1is it also iIn Nora has 1t contributed to
increased recovery?

A. Yes, about a 162 million 1incremental
reserves.

Q.- Okay. Slightly less than you experience in

the Middle Ridge, but still substantial?

A. Yes.

Q. And, In fact, you’ve got approximately 20%
increase?

A. Yes.

MARK SWARTZ: That’s all 1 have, Mr. Chairman.

BUTCH LAMBERT: Questions from the Board?

BRUCE PRATHER: 1 have a question.

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: 1 noticed on most of your displays

here that either at the same time or immediately after that
your old original wells went down to zero. Did you
get...did you have interference 1in the original well
formation at the time you frac them? Is that the reason
that the old wells went to zero?

LESLIE K. ARRINGTON: Not...not to my knowledge. 1

see what you’re talking about, but not to my knowledge that

we did have in them.




BRUCE PRATHER: 1 mean, the results after looked

pretty good.
LESLIE K. ARRINGTON: Yes.

BRUCE PRATHER: But 1°m wondering why the wells

went to zero?

LESLIE K. ARRINGTON: 1 can’t answer that from the

graph.
BRUCE PRATHER: Okay .

MARY QUILLEN: Mr. Chairman, 1 have one question.

BUTCH LAMBERT: Ms. Quillen.

MARY QUILLEN: There are currently just one well in

each of those, correct, and this is the second well?

LESLIE K. ARRINGTON: This will be the second well

within this area. The exhibit that we’re showing you are---

MARY QUILLEN: Right.

LESLIE K. ARRINGTON: -——the second wells iIn that

other area.

MARY QUILLEN: Right. But the ones that you’re

asking today, this will be the second well?

LESLIE K. ARRINGTON: Yes, ma”am.

MARK SWARTZ: Well, 1 think she’s asking a question

that you may not have appreciated.

LESLIE K. ARRINGTON: Okay.




units. Do you know the answer to that?

LESLIE K. ARRINGTON: And there are not.

MARY QUILLEN: There are not?

LESLIE K. ARRINGTON: No.

MARY QUILLEN: Oh, okay. Thank you.

BUTCH LAMBERT: Mr. Arrington, what would

104 to go to zero for almost 500 days?

actual data in hand, maybe a pump failure.

telling what the problem could have happened there.

(No audible response.)

MARK SWARTZ: No.

BUTCH LAMBERT: Do I have a motion?

MARY QUILLEN: Second.

further discussion?

(No audible response.)

MARK SWARTZ: 1 think she’s...it sounds like she’s

asking you if there’s already one well in all of the pink

MARK SWARTZ: 1 thought we had a disconnect error.

LESLIE K. ARRINGTON: Well, 1t just appears that

there may have been.._.1°m not real sure without having the

BUTCH LAMBERT: Any other questions from the Board?

BUTCH LAMBERT: Anything further, Mr. Swartz?

BRUCE PRATHER: 1”11 make a motion to approve.

BUTCH LAMBERT: 1 have a motion and a second. Any

cause BE-

It’>s hard




BUTCH LAMBERT: All in favor, signify by saying

yes.
(AlIl members signify by saying yes, but Butch
Lambert and Katie Dye.)

BUTCH LAMBERT: Opposed, no.

KATIE DYE: Abstain.

BUTCH LAMBERT: One abstention, Mrs. Dye. Thank

you, Mr. Swartz.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: The next item on the docket is a4

petition from CNX Gas Company, LLC for disbursement of funds
from a portion of Tract 1C for unit BD116, docket number
\VGOB-02-1015-1082-01. All parties wishing to testify,
please come forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, Mr. Swartz.

ANITA DUTY

DIRECT EXAMINATION

QUESTIONS BY MR. SWARTZ:

Q. Anita, you’re still under oath.
A. Yes.
Q- Do you still work for the same company that

you did a moment ago?




A. Yes.
Q.- Okay. This is a request for a disbursement
from the escrow account pertaining to BD-116, correct?
A. Yes.

Q. And you Ffiled a petition asking the Board
to allow a disbursement from Tract 1C, is that correct?
A. Yes.

Q. And 1s this request because the folks in 1C
or at least some of the folks in 1C have entered into a

split agreement?

A. Yes.

Q. Is 1t a 50/50 agreement?

A. It is.

Q.- Did you do an analyst of the escrow account

records and your company’s payment records to come up with

the last page of the application, which 1is sort of the

spreadsheet?
A. Yes.
Q- What did you compare?
A The payment records that we had sent to

Wachovia with Wachovia’s records to make sure they accounted
for all of the deposits.
Q- Okay . And when you did that did you

conclude that Wachovia got all of...and recorded all of the




deposits that you had made?

A. Yes.

Q