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BUTCH LAMBERT: Good norning, |adies and gentlenen.

It’s a little bit after 9:00 o’clock. It’s time to begin
Our proceedings this morning. I’11l remind you everyone
please take a seat. I'11l ask that you keep the noise level

and the talk to a mninmm W are recording this session
and the talk that we hear in the audience is picked up by
the mic and it’s hard for the transcriber to hear actually
what’s going on. Also, I'd ask if you have cell phones,
pages or other electronic devices to please turn those off
or put them on vibrate. If you have to take a call, I’d ask
you to please take those calls outside. At this time, I’'d
ask that the Board introduce thenselves beginning wwth Ms.
Dye.

KATI E DYE: Good morning. I’'m Katie Dye and I'm 4
publ i c menber from Buchanan County.

SHARON PI GEON: I’m Sharon Pigeon with the office

of the Attorney General.

BUTCH LAMBERT: I’'m Butch Lanbert with t he

Departnent of M nes, Mnerals and Energy.

DONNI E RATLI FF: Donnie Ratliff with Al pha Natural

Resour ces representing coal.

BRUCE PRATHER: I’'m Bruce Prather. I represent the

oi | and gas on the Board.

MARY QUI LLEN: Mary Quillen, a public nenber.




BUTCH LAMBERT: Thank vyou. At this time, we’ll

enter into public comments. As we said last nonth, this is
a public comment period. It’s not a question and answer
period. The Board will not be answering questions. I f you
have questions on a particular unit or any other particular
issue, I would ask that you call David Asbury’s office and
make arrangenents with M. Asbury to discuss any of your
concer ns. The first person on the list, | believe this is
M tchell Counts.

M TCHELL COUNTS: Yes, sir. All of mne are

guest i ons.

BUTCH LAMBERT: Okay, Mr. Counts, 1if vyou’ll call

Mr. Asbury’s office and make an appointment, we’ll try to
get those answered for you.

M TCHELL COUNTS: Do you have that nunber?

BUTCH LAMBERT: (276) 415-9670.

M TCHELL COUNTS: Thank you.

BUTCH LAMBERT: I think it’s Mitchell Counts.

M TCHELL COUNTS: Yes.

BUTCH LAMBERT: Okay. We’ve got vyou signed up

t W ce.

M TCHELL COUNTS: Yeah. (Ilnaudible.)

BUTCH LAMBERT: All right. Thank you. Cat heri ne

Jewel | .




CATHERINE JEWELL: Good norning. M/ nanme is

Catherine Jewell and I'm submitting comments on behalf of
nmysel f. My first coment is that it appears from sone of
t he docket itens that operators are continuing to submt and
even receive approval for well permts prior to obtaining
approval for pooling from this Board. In many cases, the
well is already in production before the operator submts a

pooling application and in sone cases they never have or

apparently intend to pool the well. Al t hough the odds of
this Board not granting an application, it appears to be
conparable to ne winning the lottery. It is still not in

keeping with the letter or the spirit of the law and is
t respassing on the gas estate.

45.1 of the Code 361.29 states, “NO permit or
permt nodification shall be issued by the Director until he
has received fromthe applicant a witten certification that
(i) all notice requirenents of this article have been
conplied with, together wth proof thereof, and (ii) the
applicant has the right to conduct the operations as set
forth in the application and operations plan.” Unless an
operator has obtained |eases or permssion from all parties
that are legally entitled to royalties from the proposed
operation, that is has 100% of the unit is voluntary or has

recei ved approval for pooling from this Board. He does not




have the right to conduct the operation. The DGO shoul d not

i ssue any permt applications until the operator does, in
fact, have that right. | note that back in 2008 and
probably a few tines in 2009, | nention the fact that ny

famly owns unleased property in unit J-39. That has never
been pooled. J-39 itself has been pooled. J-39A and J-39B
have not. J-39 went online February of 2004. J-39B went
online in April of 2007. | would like to know even though
this is a question...it’s not a question because I will not
expect an answer. | would like to know if and when these
wells will be submtted for pooling.

Comrent two, the Gas and QO Act and regul ations
apply to all wells and units in the Comonweal th regardless
if they are 100% voluntary units or have been or should be
forced pool ed. | recently |ooked back at a block of 36
units in the Wiitewod area. These were standard units and
not associated with current underground mning or gob gas.
The wunit has anywhere from zero to four wells each
Production ranged anywhere from zero to 1,438,000 ncfs.
Al t hough, many of these units started producing about ten
years ago, 17 of them had already exceeded the upper limt
of the estimated production stated in CNX’'s standard
applications, which is 550 mtfs. The Board approved
i ncreased density for 22 of these units on March 15, 2006

Interestingly, as can be seen in the <chart, which is




attached, 9 of the...on the last page, 9 of these units
already had additional wells producing prior to the Board’s
approval . Some unit had wells that had been producing for
three years by the tine application for increased density
was approved. O the 14 remaining units, all but one of the
units have nore than one well and | found no record that the
Board approved any increased density for those wunits.
Section 45.1-361.20 states, “ynless otherwise provided for
by the Board, after an application for a hearing to
establish or nodify drilling units or pool boundaries has
been filed, no additional wells shall be permtted in the
pool wuntil the Board's order establishing or nodifying the
pool or units has been entered.” Clearly, this was don€g
| nproperly. Now, last nonth | noted that in March 2010 CNX
submtted a request for increased density for two units,
WAV 21 and XXX-21. This Board granted it apparently unaware
that the DBO had already permtted these operations and all
four wells were producing. On today’s docket CNX has
anot her application for increased density. O those units,
three already have a second well in them and nine have no
wel | s. | think with increased density, you want to nake
sure that the units all have a well before you honor an
i ncreased density. The operators have presented evidence
t hat anobunts to nore wells installed the faster the gas can

be drained. With some of these units, it’s true. The




second well does increase production of the first well.
However, this looks to be a short-term effect and production
in both wells appear to drop off nore dramatically than
where one well is installed. What no one seens to ask is
whose gas is being drained? How can you protect correlative
rights when there are two or nore wells located to a
unit...in a unit which is located next to one with zero or
one well. I’ve got the minutes there of that pooling
application that | cite.

Comment three, sonme operators are continuing to
submt requests for variances for a conventional well to
al l ow themto be closer than the 2,500 foot requirenent from
an existing well. Previously, | submtted comments and
drawi ngs showing how circular wunits inevitably exclude
property or portions of property in poolings units and as
such deprives the owners of royalties. Circular wunits
wor ked well when there were a few wells or when the unit was
on a single large tract. Edwards & Harden proposed a nunber
of conventional wells in the early 1990s in the Witewood
ar ea. The operator and the Board designed these units in
such a way that no property was excluded from the units.
That is that no space was |eft between units and no overl ap
occurr ed. The wells conplied with the mninum statutory
spaci ng 2,500 feet between wells. But the shape of the unit

was nodified in order to protect correlative rights. Square




units nmake far nore sense, but still the well nust conply
Wi th the mninmum statutory spacing unless there is anpleg
scientific evidence provided to justify a smaller unit or
for locating wells closer than 2,500 feet from the existing
wel | .

Comrent four, according to the docket and to
notices in the paper there are quite a few pooling
applications for Yellow Popular. | suspect that the
i ncreased density requested by EQT probably covers sone of
t he Yellow Popular units. The requirenents for pooling are
in Section 45.1-361.21. “Pooling of interest and drilling
units. A The Board, upon application from any gas or oil
owner, shall enter an order pooling all interests in the
drilling wunit for the developnent and operation thereof
when:

1. Two or nore separately owned tracts are enbraced in 4
drilling unit;
2. There are separately owned interests in all or part of

any such drilling unit and those having interests have not

agreed to pool their interests; or

3. There are separately owned tracts enbraced within the
minimum statewide spacing.”

| f Yell ow Popular owns 100% of the gas interest in this unit




and when you consider Section 45.1-361.21(1) of the Code of
the Virginia, which states a conveyance, reservation or
exception of coal shall not be deened to include coal bed
met hane and nothing in this session shall affect the coal
operator’s right to vent coalbed methane for safety purposes
or release coalbed nethane gas in connection with mning
oper at i ons. If would seem that this Board cannot continue
to pool these units wthout violating the letter and spirit
of the law. I don’t think you can pool a unit that has 4
100% gas ownership by Yell ow Popul ar

Comment five, | would like to remnd the Board of
t he section which I Jjust cited. “A conveyance, reservation
or exception of coal shall not be deened to include coal bed
methane gas.” The law of Virginia is quite clear with
respect to ownership of coal bed nethane. The owner of the
coal in its entirety or of one or nore seans of coal does
not own the coalbed nethane regardless if the coal owner
conveyed the coalbed nethane or the rights to obtain the
coal bed to the operator. A basic prem se of property law is
you cannot convey sonething you do not own. Since the coa
owners do not have any ownership interest in the coal bed

et hane, any | ease agreenent between the coal owner and the




operator purporting to lease the <coalbed nethane is
I nconsequenti al . This Board and the DGO should require the
operators to list the ownership of the coal bed nethane in
accordance with the laws of Virginia. Any application that
i ncorrectly lists the conflict where no conflict exists
shoul d be rejected outright.
Thank you.

BUTCH LAMBERT: Jam e Hal e

JAM E HALE: Good nor ni ng.

BUTCH LAMBERT: Mor ni ng.

JAME HALE: I'm a property owner in Buchanan

County. | do have one question and | was wondering if you
had heard from the Attorney CGeneral yet on how the Board is
to proceed with Senate Bill 3767

BUTCH LAMBERT: That’s a good question, M. Hale,

and | will answer that question for you. The answer is no

we have not.

JAME HALE: I have a comment too. I mean, we’ve

been going through this a long tine. | know as the Board,
you know, you all on the big business side. You know. . . but
you have to feel the frustration as a land owner, | nean,
because I’ve went to several meetings through the years and

I’'ve always been told it’s a matter of deed language...you
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Jjust...it’s a very difficult situation when, you know, you

all sitting here...I mean, I’'m not against the gas industry.
I'm not against the coal industry. People in this area
needs these jobs. There’s a lot of people that would be

affected if we didn’t have those jobs. But all I'm saying

is the land owner needs to be paid what’s rightfully his by

| aw. When you have all of the docunentation...l nean, |
took off work to be here this norning. My famly needs
every hour | can get. | got 22 hours |ast week. I
mean...but | think this Board needs to try to reform

its...the whole as a Board to try to do sonething to help
t he people for a change. | nmean, this...this has gone on
long enough. There’s too many people...Jerry Grantham
stated that there was only 5% nmade up these escrow accounts.

If there’s one land owner that’s in there wrongfully then,

ves, 1t’s a problem. I don’'t care if it’s 5% or one person
it’s a problem It needs to be worked out immediately.
Thank you.

BUTCH LAMBERT: Terry Hut chi nson.

TERRY HUTCHI NSON: I’ve got questions. I’711 call

hi m

BUTCH LAMBERT: Ckay. Thank you. Cathy Keen.

CATHY KEEN:. Questions.

BUTCH LAMBERT: Ji m Spar ks.

JI M SPARKS: Just questi ons.




BUTCH LAMBERT: I’'m not sure of this last name.

Dor ot hy- - -.

DOROTHY > (I'naudi bl e.)

BUTCH LAMBERT: Roscoe Hubbel | .

ROSCOE HUBBELL: No conment.

BUTCH LAMBERT: kay. Public coment period is
cl osed. Docket item nunber two is the Board on its own
nmotion wll consider an order requiring operators wth

moneys 1in or due the Board’s escrow account provide an

annual reconciliation for each unit. This is docket nunber
VGEOB- 10- 0615- 2752. This was an issue that was brought
before the Board at the close of our |ast neeting. Boar d
Member Ratliff raised the issue for discussion. So, I’'1ll
ask M. Ratliff if he will open the discussion.

DONNI E RATLI FF:  Thank you, M. Chairman. | just
feel like it would...it would help us reconcile these

accounts and the easiest person or the persons who have all
of their information and nost likely to do that would be the
oper at or . But if the could reconcile their escrow accounts
annual ly and this is June. You know, the original thought
was the year would end Decenber 31 and we would ask for it
on July 1. For last year, we’'re so late into this vyear.
Maybe a date of COctober 1 if sonebody wants to address the
problems to see if that’s a reasonable date to look at all

of your escrow accounts and provide us sone docunentation




that the moneys are where they’re supposed to be at least
from your accounting standpoint. If that’s unreasonable,
somebody needs to tell us. If not...I"11 make that in 4
formof a notion that we...if any of the Board nenbers want
to chime in. I’d make that in the form of a motion that the
operators would provide us with an reconciliation of the
escrow account for 2009 and it would be due October 1 and
for 2010 it would be due July 1 of 2011. That gives then
six months. We’ll go forward from there.

BUTCH LAMBERT: Any di scussion fromthe Board?

KATIE DYE: | just have one question, M. Ratliff.
Could you elaborate a little bit nore on what exactly you
mean by a reconciliation?

DONNI E RATLI FF: That the noneys that should be in

each account is in each account. That’s all I'm asking for.
Provi de us docunentation that the escrow noneys that was due
t he account has been paid.

BRUCE PRATHER: I’ve got a question. Do you think

this should be notarized if, in fact, it goes into effect?

DONNI E RATLI FF: They’re going to notarize it onl

t he best of their ability.
BRUCE PRATHER Yeah.

DONNI E RATLI FF: T don’t know that you can---.

BRUCE PRATHER: What vyou’re asking for is a

docunent that we can have sone reliance on and one of the




ways you can have reliance on is, | think, is have it
notarized. Have some sort of assurance that, you know, it’s
not being---.

BUTCH LAMBERT: Donnie, are you asking that this be

a certified public accountant reconciliation or just---?

DONNI E RATLI FF: No, I’m not. I'm not. I'm open

to your alls opinion. | just want to see...|l just want sone
confidence that the noneys that should be paid in to each
account is there.

BUTCH LAMBERT: Do you have another question, Ms.

Dye?

KATIE DYE: Yes, | do. | guess | just need to
further maybe understand a Ilittle nore about what M.
Ratliff is saying. Are we saying that based on production
| ess post production costs?

DONNI E RATLI FF:  Yes.

KATI E DYE: Okay. So, you’re asking them to show
what was produced |ess post production costs or any other
char ges?

DONNI E RATLIFF: I'm asking him to assure us that

the noney that was due account has been paid into the
account .

KATIE DYE: And, I guess, what I'm trying to9

understand is what is the process here?

DONNI E RATLIFF:  Well, | think post production




costs we’ve battled that back and forth. I'm not sure we¢
ever solved it. It has been accepted by the Board. So---.
KATI E DYE: So, what you’re saying is based this on
the ncf of gas that is produced, the percentage of ownership
in the units---?

DONNI E RATLI FF: Ri ght.

KATI E DYE: ---m nus post production costs?

DONNI E RATLI FF: M nus post production costs.

BRUCE PRATHER: 1’ve got a question, please. Wuld

any of this be a redundancy of anything that M. Gsborne

does?

DONNI E RATLI FF: Asbury.

BRUCE PRATHER Asbury does.

DONNI E RATLI FF: 1 think---.

BRUCE PRATHER | nean, could---7?

DONNI E RATLIFF: —to ne it would help M. Asbury.

DAVID ASBURY: | believe it would help the Board as
well as the Division if the...if that’s certified and give

t he Board an annual feeling that what they see and what has
been put into the account is accurate and it gives another
tool for the Board to ensure that paynents are in place.

KATIE DYE: Wuld it not also give another tool for
t he bank to work with?

DAVI D ASBURY: The Board needs to be satisfied and

what documents or what process that’s necessary for the




Board to be satisfied that the escrow account is being
properly funded and/or disbursed by staff. Anyt hi ng that
hel ps the Board and its nenbers get that feeling would be of
hel p.

MARY QUILLEN:. M. Chairman, | have just one

comrent, | guess, ---.

BUTCH LAMBERT: Ms. Quillen.

MARY QUI LLEN: ---to M. Ratliff. This is

docunentation to verify that the deposits that have been
made are bal anced with what has been reported.

DONNI E RATLI FF: That’s correct.

BUTCH LAMBERT: I hadn’t planned on this working

out this way, but this afternoon we have a planned
presentation and sonme Power Point information of what the
Division and the Departnent is doing to do a check and
bal ance on the escrow account and sone of the prograns that
we’re putting in place. | would like to ask if we could
wait  until after that presentation to take wup this
di scussi on.

DONNI E RATLI FF:  Ckay.

BUTCH LAMBERT: And continue that---.

DONNI E RATLIFF: TI’11 withdraw my motion for the

present time and we’ll reconsider it this afternoon.

BUTCH LAMBERT: What we’re talking about here maybe

sonething that we need to build in additionally into those




programs that we’re working on.

DONNI E RATLI FF: Okay. 1I’11 withdraw the motion.

BUTCH LAMBERT: Ckay.

DONNI E RATLI FF: I didn’t know that was---.

BUTCH LAMBERT: Well, it’s not on the agenda. This

just came about yesterday. Okay, so, we’ll hold that until
this afternoon after the presentation from the DWVE The
next item on the agenda is item number four. We’re going toO
skip down to the Board will receive an update from First
Bank & Trust escrow agent relative to future investnent
options for the Board’s escrow account. Good morning,

fol ks. How are you this norning?
KAREN MCDONALD: Good nor ni ng.

DEBBI E DAVI S: Good nor ni ng.

KAREN MCDONALD: Very well, thank you.

DEBBI E DAVIS: Good norning. | am Debbie Davis

with First Bank & Trust Company. I’'m the Trust Officer and
Adm ni strator for the Virginia Gas and QO Board Escrow
account . | have with ne today Karen MDonald who is our
i nvestment officer on behalf of our departnent and the
Virginia Gas and 0il Board Escrow Account. I'd like to
start out this norning with giving an update on the escrow

account adm nistration. As you wll see, | have provided




your spreadsheet |isting each well unit showing royalty
deposits which have been received from the producers that
wer e deposited. The incone anpunt of the interest earned of
fees which were taken for the nmonth of April. As you wl|l
recall, we run a nonth behind on ours fees. There were no
distributions made in April, but Jjust for the Board’s
know edge, there has been di sbursenents already nmade in My,
which you will see next month. I did leave the correction’s
colum in here. There were no corrections. Then we have
t he ending market value. The ending market value to date as
of May the 31st was $26, 167, 937. 34.

A few itens that | would like to address with the
Boar d. Karen and | nmet with David and Diane this past week
trying to make sure there’s smooth communicati ons between us
and nmaking sure everything is being reported that you all
need to do your Jjob. We’re working to make sure there’g
uniformty of the information on the checks from the
producers for us so that we are assured that the noneys are
bei ng deposited correctly into the right wells. Wi ch
brings up another thing that we are trying to work on is &
procedure for checks that are sent to us that are | acking

information that we’re having to return to those producers




to set up sone sort of procedure to confirm that those
checks are being reissued and sent back to us in a tinely
matter with the correct docunentation

BUTCH LAMBERT: I’'ve got a question. How big of 4

problemis that?

DI ANE DAVI S: It’s getting Dbetter. In the

beginning | was returning quite a few checks just because it

didn’t have a Virginia Gas and 0Oil Board member on it. And
too | would like to have the well nunber so that | have ny
checks and bal ances because, you know, nunbers can be
t ransposed. | have ny procedures of once | get that check

in, vyou know, I will make sure that it’s active well
deposited and then, of course, when it’s invested into the
money market, you know, | double check to make sure those
bal ances are in place. Then too, with the check stubs, when
| file them you know, I’'11l try to make sure it’s around thsg
same amount that we’ve received the past month or if I’m notf
recei vi ng sonet hi ng.

BUTCH LAMBERT: But you say it’s getting better.

Do you think---?

DEBBIE DAVIS: I’ve not returned as many checks

| ast nonth as | did the first couple of nonths.




BUTCH LAMBERT: kay. Ckay. Are vyou having

communications with the companies on what’s lacking?

DEBBIE DAVIS: Wll, and ny concern is | have no

way of knowing if those checks have been included in the
amounts of the next month’s checks, the next couple of
nmont hs checks or if, you know, they are acting upon to have
t hemrei ssued. | have no way of know ng that.

BUTCH LANMBERT: Agai n, it goes back to our

di scussion that we just had.

DEBBI E DAVIS: Exactly. You know, they nmay say

they’re issuing me 250 checks in this amount, but I’'m only
showi ng 200 checks in this anount. So, it would be another

hel pful step for us to nake sure that we are receiving

ever yt hi ng. Things do get lost in the mail and that is
another discussion that we have started...I’ve actually
started with EQl. | spoke with M. R ck Gites yesterday of

maybe even trying to set up an ACH process and an electronic
transfer of the information per check because | ate yesterday
afternoon the mail was delivered and | received about 250
checks in individual envel opes and, you know, not only would
the ACH be a cost savings for the producers, it would be 4

guarantee that, you know, things are getting to ne in 4




tinmely matter because there are sonme instances we get the
majority of the checks on a certain date, but there will be
a few for whatever reason that the post office has del ayed
in getting to us, you know, that we could get those up to a
week to two weeks later, which it’s nothing against the
producer or us because they’re dated the same and they’re
post marked the same. You know, it’s Jjust the postal
servi ce.

BUTCH LAMBERT: Is there anything beyond the

discussion that we just had with Mr. Ratliff’s motion that
coul d i nprove the process for you?

DEBBIE DAVIS: | do want to work with the producers

to nmake sure that they are listing that Virginia Gas and Q|
Board nunber and also maybe if we could start getting that
well number on there as well and that’s just an extra step,
you know, that | have on ny records that | can confirmthat
| am posting properly to each individual well for each of
t he owners.

BUTCH LAMBERT: 1’11 ask Mr. Asbury if he will

prepare a neno to send to the operators from the Board just
remnding of what information should be on those checks

before mailing themto the bank.




DAVI D ASBURY: Yes, sir, it will be done.

DEBBI E DAVIS: Which |ike | say, we are---.

MARY QUILLEN:. M. Chairman, | have just one

question before you gone onto that. Have you discussed this
el ectronic transfers with the operators at this point?

DEBBI E DAVIS: Actually, EQT was the...we’re kind

of...since this is a new process, we thought we’d take it
one at a time to see how it would work and since EQl at this
ti me does send ne individual checks in individual envel opes
by the mail, we figured they would be our first source to
start. | know CNX they wll produce their checks just
bundl e them and put themin a Fed Ex box and they all get
delivered by Fed Ex on the sane day in one box. So, we
t hought we would start with EQT and see if we could naybe
work with David and Diane and get a process set to nmake it
easier for them and for us. So, those discussions have
been- - - .

MARY QUILLEN: This would be much nore efficient

for...probably for you all and for the operator.

DEBBI E DAVI S:  Yes.

MARY QUILLEN. One question, does the sane person

process this information or is the sane person responsible




for getting that fromthe operator to you or is there a...or
mul ti pl e people that are invol ved?

DEBBI E DAVI S: It’s my wunderstanding that the

producers out source this to a third party. That has been
my understanding just with ny talks that | had yesterday.
So, M. Gites was going to go talk to a couple of other
people in his organization and then maybe talk with their
third party and then get back with ne and see what process
we coul d work out together.

MARY QUILLEN: All right. Because the nore hands

that touch it, the more chances there’s going to be---.

DEBBI E DAVI S: Ri ght .

MARY QUI LLEN. ---sonething that will go aery.

DEBBI E DAVIS. But ny main concern is to nake sure

that we are getting them and they are being deposited to the
correct person or the correct well.

MARY QUILLEN: Well, the checks that you get that

don’t have all of the required information, 1S this just
randomfromall of the operators or---7?

DEBBI E DAVI S: Yes.

MARY QUI LLEN: ---is it consistently comng from

one or two or is it just kind of a random thing that kind of




slips by?

DEBBI E DAVI S: I would say it’s a couple---.

MARY QUI LLEN: Ckay.

DEBBI E DAVIS: ---of the |arger ones.

MARY QUI LLEN: Uh- huh.

DEBBI E DAVI S: Wi ch they have a | arger nmass of it-

MARY QUI LLEN: Exactly.

DEBBI E DAVI S: - --and, you know, it could
easily...but the mgjority of them wll have it set up in
their address when it’s payable to us. So---.

MARY QUI LLEN. Right. Do you know if that third

party that’s actually processing this has been advised or
that all of this information gets to them from the operator

or do they...do they have sone know edge of, you know--?

DEBBI E DAVIS: | honestly...|l do not know. But one
of ...you know, one of ny concerns that | stressed to David
and Di ane, you know, | do keep a copy of those checks and ny

correspondence where I’'m sending it back, but I have no way
after that---.

MARY QUI LLEN. O tracking what---7?

DEBBI E DAVI S: ---of tracking if it gets back to




me and if gets back in a tinely manner.

MARY QUILLEN. Right. And that, again, really

supports the urgency of the electronic transfer because if
t hey...and maybe have a nechanism set up that it wll not
transfer 1if it doesn’t have all of that information
requi r ed.

DEBBIE DAVIS: Wll, with that the transfer would

hit our account and then they would need to provide us their
i nformati on breakdown. | had provided you all, | apologize
that I didn’t bring it back with me today, copies of ths
checks and the information that | receive. | know initially
Mr. Grites had said, well, then, we’ll Jjust mail vyou that]
information and it’s like, you know, that should be
hopefully sonething easy that you could put in a..print to &
PDF and send it electronically to ne by email

MARY QUI LLEN: Exactly. That’s what I was going to

suggest is also have that as an electronic transfer...PDH
t hat woul d get that to you---.

DEBBI E DAVI S: Yes. Because that’s going to defeat

our defeat purpose of trying to cut down the paper and the
post age.

MARY QUI LLEN. Exactly and they would both arrive




at the same tine if you got them--.

DEBBI E DAVI S: Yes.

MARY QUILLEN. ---electronically and they could be

mat ched up one on one.

DEBBI E DAVIS. Yeah. So, that is sonething that we

are actively starting to work on to help with that process.

MARY QUI LLEN. So, depending on how the pilot goes

Wi th EQT is going to determ ne how quickly you could nove
forward with your---.

DEBBI E DAVI S: Right. And like I say, we’re still

in our initial stages of talking---.

MARY QUI LLEN: Ri ght.

DEBBIE DAVIS. ---to see how we can reach our goal

of what we’re wanting to do to make sure that it is done

properly.
MARY QUILLEN. Well, | agree. You need to pilot it

for you initiate it across the Board to all of the---.

DEBBI E DAVI S: Ri ght .

MARY QUILLEN. ---operators to get all of the bugs

out .

DEBBI E DAVI S: Ri ght .

MARY QUI LLEN: Good | ob.




BRUCE PRATHER: I’ve got a question. How long will

the pilot process be in effect before you decide that the
t hing would work? Whuld this pilot process be six nonths or
a year?

DEBBIE DAVIS: Wll, | would say we would need to

start the pilot first. We’re just 1in our initial talks.

So, we're---.

BRUCE PRATHER Ckay.

DEBBI E DAVI S: ---trying to figure the procedures

of how it should work and then | would think after maybe
three nonths of it working, you know, work out all of the
ki nks and then we can then go to the other producers and
say, okay, this is how we’re doing it with them. How can we
work with you and your third party or if it’s in-house to
achi eve the sane goals? And then that way we would have, if
it did come in electronically and say they provided us noney
for a well that had not been approved by the Board yet to be
receiving noneys yet or if the order had expired, then we
woul d go ahead automatically t hat sane day and
el ectronically send it back to them and say with el ectronic
emai | stating this has been rejected and these are your

r easons. You know, these noneys wll <either...the order




needs to be approved by the Board, you know, or if we’ve not
received the documentation...you know, if we’ve not received
t he docunentation for these noneys so we are not accepting
t hem

MARY QUILLEN. Do you all get any kind of &

reconciliation at the end of each calendar nonth from the
operators or do you all just reconcile nonthly in-house
t here?

DEBBIE DAVIS: Mnthly in-house. | have nothing

from the producers letting ne know exactly what they have
sent out.

MARY QUI LLEN: And when we were |ooking at this at,

you know, an annual reconciliation, would it be nore hel pfu
to you all if you got sonmething fromthem nonthly to conpare
to what your reconciliation---?

DEBBIE DAVIS: That would be another check and

balance to confirm that what they’ve stated has been sent
out that, yes, we have received it.

MARY QUI LLEN: This...we mght include this in this

af t er noon di scussi on.

BUTCH LAMBERT: Absol utely.

DEBBIE DAVIS: And ny next request is the new




arbitration ruling that wll be going into effect is how we
should work with that. It’s my understanding that all
i nconme earned or interest earned should be allocated over to
the arbitration, and please correct me I'm wrong, and I'm
wondering do | need to carry that as a separate line item
and continue maybe with a separate spreadsheet allocating
out what the allocation per well is in case we ever need to
go back and back track if the process doesn’t work so we
know, okay, this well actually earned this anmount of incone
in this separate escrow. How. .. how do you all recomend
that easily you all see the process---7?

BUTCH LAMBERT: Well, that’s a very good question.

Qur policy person is in the audience today. M. Skiffington
can probably address where we are in developing that rule to
this point. We’re still in the early phases.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: And I don’t think that we’re to the

point of directing you how to set up the account for the
i nterest earned at this point. Wuld you agree, M ke?

M KE ABBOIT: Yes.

DEBBI E DAVI S: Ckay. So, at this stage, | need to

continue as | am until | get orders from you all to do




ot her wi se?

BUTCH LAMBERT: Yes.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: | think...Donnie, did you have a4
commrent ?

DONNI E RATLI FF: In the discussions in nmaking
the...in putting the Bill together, |’'m not sure we
di scussed i ndividual accounts. | think the thought pattern

there was and it may not work this way, but it would be
pulled fromthe interest of the entire escrow account.

SHARON PI GEON: The accrued, that’s what it says.

DAVI D ASBURY: M. Chai rnman.

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: In our discussions with First Bank &

Trust knowing that the arbitration process was effective
July 1, we discussed nore or less like an interest suspense
account beginning July 1 and...because they go through an
i nterest allocation to all of the units on a nonthly basis,
i nterest inconme. And with the arbitration process being put
into place July 1 and we have been contacted by an
i ndi vidual who is considering the arbitration process. I

understand it that then a determnation has to be nmade if




there are noney in the escrow account from interest to pay
for that arbitration. So, our discussions were that maybe
it was the right thing to do on July 1 that she begins
accruing the interest rather than nonthly allocation so that
it gives us a single point of know edge of how nuch interest
is in the escrow account for the arbitration process. That
was segnent A.

Segnent B was what Debbie has tal ked about being
goi ng ahead and actually allocating it as if it happened so
that if we have to back track five, six or seven nonths fron
now, we’ll know how much should have been allocated to each
unit. But---.

DEBBI E DAVIS. And to taking out our fees because,

you know, our fees are taken out of the interest earned and
plus the audit fees should be taken out of that as well.

DAVI D ASBURY: So, we...if she accunulates the

i nterest inconme for the whole account like M. Ratliff spoke
of , then nonthly fees would cone out...the audit fees woul d
come out and there would be a net accunulative interest
i ncome that then we could look at for the arbitration
pr ocess.

BUTCH LAMBERT: T think that’s a good thought train




or thought pattern to use. I'm just not sure at this point

that we can give you directions on how to do that here

t oday.

DEBBI E DAVI S: Ckay.

SHARON PIGEON:. She may not be aware that the
Departnent is working on energency regulations. Those
regul ations will flesh this out with nore detail. W agree

that you can’t look at that statue and know what to do

today. It’s just too general.

DEBBI E DAVIS: Ri ght. Ckay.

SHARON PIGEON: But nore detail is comng and

that’s part of what Mr. Skiffington is working on. When
t hose regul ati ons are presented to the Board for
consideration, you’ll have, | think nore direction on how to
pr oceed.

DEBBI E DAVI S: That’s fine. I just...I didn’t want

it to...if it was truly everything needed to start on July
the 1st, | wanted to be prepared on how | coul d---.

SHARON PIGEON: I'm glad vyou’re thinking about

t hat . W hope to give you a little nore help on your
t hought process though.

BUTCH LAMBERT: And | would think that when those




regul ations are presented to the Board for coment, we...
woul d see us comng to you and getting your input---.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: ---and getting your input on

what ever it is that we think m ght work.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: We certainly don’t want to give you

sonme directions that mght not work with your systens or how
we woul d proceed to do that.

DEBBI E DAVI S: Okay. That’s fine. I just thought

we should go ahead and address it in case we did need to go
ahead and get sonething in place since we are comng up on
that July the 1st date.

BUTCH LAMBERT: Well, thank you for doing that. W

appreci ate that.

DEBBIE DAVIS: | think that is all at this ting

that I had on the administration accounts. So, I’"11 turn
t hat over to Karen

KAREN MCDONALD: | wanted to address the statenent

of investnent policy one nore tinme with you all and explain
again that this is a draft that we are presenting. It is a

contract of sorts. It is in CPA |language an engagenent




letter where we understand what each other’s
responsibilities are and | would like to suggest that the
Board make an effort to read this and in July at our neeting
in July to give us final approval of this investnment policy.
| will reviewit again. W drafted it in Decenber and there
may be some small things that we have changed in the way
t hat we are proceeding and investing in the frequency of our
meetings with you all. But the heart of it should not cause
any problenms for anyone. But | would...l would greatly
appreciate it and it would give us a confort |evel. It
woul d give, | think, everyone a confort level to have this
finalized in July. So, if | mght ask that and in the
interim if there are any questions, you can certainly
contact us and we can bring a slightly revised docunent to
our July neeting.

And then the next tab, | would like to formally
state that the FDIC coverage of the interest bearing account
that we have you fully invest...the funds of the escrow
fully invested in right now has been extended through
Decenber the 31st of 2010 with subject of renewal up through
Decenber of 20...Decenber the 31st, 2011. The maximum ..M.

Leeton Harding apologized for not being able to be wth




us...with you all today. But he did make the point that the
25 basis points that you...the quarter of a percentage point
that you’re earning on your funds are the maximum rate
al | owabl e under this program. So, we’re giving you the full
benefit of the coverage at the highest rate of return on the
nmoneys invested. Any questions on that FDI C coverage?

(No audi bl e response.)

KAREN MCDONALD: And in light of that and in

[ ight...we have...we have continued nonth to nonth to just
keep the full amount of the escrow funds. I've used the
estimate of 26 mllion in the interest bearing noney narket
account, which to-date if you go to the last page of the
scenari os, has earned an estimted $31, 250 t hrough June. I n
| i ght of arbitration issues and audit expenses, | would |ike
to encourage the Board to think about taking the next step
in investing sone of these funds. That wll take us
back...so, if we continue on the path that we are on, we
Wi || earn approximately $61,000 or $62,000 of interest on
t he escrow for the cal endar year

| would like the Board to think about taking the
next step and returning back to the July the 1st through

Sept enber the 30th presentation. | would like for the Board




to consider investing in the CEDARS program as | have
presented. This, agin, is FD C insured. | do have to nake
you aware that the interest environnment has changed to the
negative as far as returns available on certificates of
deposit over the last couple of nonths. This is related to
European issues. They’re buying our Treasury debt. So,
what can be earned in secured investnents has dropped
dramatically. \Wereas before, we were offering for one year
a CD rate of 1% Now, we can only offer a CD rate of half 4
percent for six nonths and 65 basis points or you can divide
that |ess than a percent for one year. We present these
rates for this time period of six nonths and for a year
because we understand that no one knows the liquidity needs
of the escrow over long periods of tinme in light of new
| egislation and in light of arbitration. W would | ove for
al | of these noneys to be able to go to the owners over the
next couple of years. So, we’re not asking or proposing an
i nvestnment log term Hopefully, rates...interest rates wll
return to better levels in 2011, but there are many factors
af fecting that projection.

So, | am encouraging the Board to take the step to

at | east double the return on sone of the noneys and do it




in a | addered approach and to do it for a six nonth period
and a twelve nonth period and start with this next quarter
of July to Oct...July through September of doing...I’ve just
purely provided estimates of a 90...%$980,000 six nonth CD.
It would double return on that anmount of noney and to do
t hree each nonth, July, August and Septenber, to purchase
four CDs under the $250,000 1limit that’s FDIC insured.
That’s why we’re not using a million. We’re wusing 980.
That’s 240 times 4. To purchase four CEDARS program CDs
over a three nonth period for a six nonth maturity and threeg
for a twelve nonth period in this next quarter commtting
5.8 mllion to this short-term a nmaxinmum of one year
I nvest nment . Then the next quarter to do the sane investing
agai n every nonth for the three nonths do a six nonth CD and
a twelve nonth CD maximzing the maturity out to Decenber of
2011, which does not create a lot of risk but does invest
$11, 760,000 at a better rate than what you are earning now.
This is not...this is not really increasing the risk. It’s
doubl i ng your return and it’s offering more return to the
accounts and to cover such issues as the audit fees and
arbitration issues. Again, that’s a proposal to you all and

it’s subject to your approval. But I would like...I would




like to push in that direction today. I'm happy to taksg
questions about that.

BUTCH LAMBERT: Questions or comments from the

Boar d?

MARY QUILLEN: | have just one to nake sure that |

understand. That’s beginning in July we would start with
the six nonth and the twelve nonth and it would be four in
each, is that correct?

KAREN MCDONALD: Four CDs, $240,000 is the maxi num

Again, that’s purely a theoretical number that I have pulled

out .

MARY QUI LLEN: Ri ght.

KAREN MCDONALD: It puts us, Dr. Qillen, at an 11
mllion dollar commtnent by the end of the year and
that’s...that’s a call for you all to make. How much do you
want to commt? It can nore and it can be |ess. But

it’s...we want to stay under the $250,000 FDIC coverage---.

MARY QUI LLEN: Ri ght.

KAREN MCDONALD: ---which extends out through 2013.

And so...but we’re not asking the Board to commit to long-
termmaturities.

MARY  QUI LLEN: And since we do have this




uncertainty about the audit and the arbitration what we

don’t want to tie this up to where we’re going to get in

troubl e---.

KAREN MCDONALD: Exactly.

MARY QUI LLEN: ---financially when those things
come due.

KAREN MCDONALD: Yes.

MARY QUI LLEN: And we’re not investing enough that
it...the Ilikelihood 1is very...very mninal with this
I nvest nment .

KAREN MCDONALD: Yes. That’s what I...that’s what

| feel and we had this discussion with David and D ane on
Thur sday what a reasonable expectations for liquidity needs
for a one year period. Things do not always nove very

quickly and we don’t feel that’s risking it too much.

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: M. Prather.

DAVID ASBURY: We’re having some trouble. I'n

Sorry.

BRUCE PRATHER: I wasn’t at the last meeting, but I

was under the inpression on our first neeting that we had

sufficient incone comng in that would cover the audit plus




your annual expenses that vyou charge. What I’'m hearing
today 1is that instead of it being $80,000, vyou say it’s
goi ng to be $64,000 for the year. |s that correct?

KAREN MCDONALD: That is...that is the figure that

we have been consistently presenting, the 25 basis points on
25 to 26 mllion. It puts us in the $60,000 to $65, 000
i ncone range.

BRUCE PRATHER: So, if we accept this new proposa

and it goes for the year, then we’re going to have $84,000
or a $108,000 in the future. Is that correct?

KAREN  MCDONALD: W would have approximtely

$78, 000 i ncome as opposed to $60, 000.

BRUCE PRATHER: The thing that bothers nme and, you

know, we’ve had this happened before to us and that is that
we’ve not had enough interest inconme comng to pay our
bills. So, we had to get into the principal. So, what |
don’t want to see happen is I don’t want us to start having
to pay our bills out of the principal. I'd very much like
to see us get it out of the interest incone of these things.

KAREN MCDONALD: And we are very cogni zant of that

desire to not have to dip into principal. That is one

reason we’re recommending a low risk option.




BUTCH LAMBERT: Yeabh. And we need to correct that

one statenent from M. Prather. To- date, we haven’t used

any principal. We’ve always used interest.

KAREN MCDONALD: Correct.

SHARON Pl GEON: Accrued interest but never the

princi pal .

BRUCE PRATHER: Yeah, I’'m not talking about...yeah.

Previ ously, you know, when we had the deficits we really run

into the principal a little bit to pay that off, didn’t we?

BUTCH LAMBERT: No, it was previous interest.

BRUCE PRATHER The previous interest, okay.

BUTCH LAMBERT: Yes, we’ve always have used

i nt er est.

BRUCE PRATHER Ckay.

KAREN MCDONALD: So, that is why we’re presenting

t his. W see sone additional expenses comng to the escrow
account and we do not want it to get ahead of us.

MARY QUI LLEN: That goes back to nmy question about

bei ng covered through using the interest, the investnent on
t hose | nterest. W still will have that interest that we
woul d be able to use for the arbitration or the audit?

DEBBI E DAVI S: Yes. Yes. These- - -.




BUTCH LAMBERT: Just keep in mind that...I’'m sorry,

go ahead.

DEBBI E DAVI S: ---CDs that would be purchased

under the CEDARS program would still be earning interest
mont hly just as the noney market would and would be applied
as such.

MARY QUI LLEN: Right. So, we’re still generating

interest and it’s just in a different---.

DEBBI E DAVI S: W would just be generating

additional interest on what we can offer on just the noney
mar ket, but still provide you all with FDI C insurance.

BUTCH LAMBERT: | think what | hear them saying

Ms. Quillen is in preparation for the arbitration and the

audit that we’re not sure how much that’s going to cost.

MARY QUI LLEN: Ri ght.

BUTCH LAMBERT: Keep in mnd, the arbitration is

only with the interest that we have available. If we don’t

have interest available, we don’t have an arbitration.

DEBBI E DAVI S: So, this would give vyou all

addi tional funds to work with that.

MARY QUI LLEN: Okay. Good. That’s---.

KAREN MCDONALD: W want the parties of the




arbitration to have the resources they need---.

MARY QUI LLEN: Exactly.

KAREN MCDONALD: ---without taking on...not asking

the Board to take on additional risks to acconplish that.

MARY  QUI LLEN: And this would provide sone

addi ti onal i nt er est i ncone t hat woul d addr ess t hat
arbitrati on?

KAREN MCDONALD: Yes, exactly.

DEBBIE DAVIS: Right. Instead of earning the 25

basis points, you could be earning the half of a percent or
t he point...the 65 basis points.

DONNI E RATLI FF: Mr. Chairman, I think it’s a smart

move . And you’re actually...you’re not tying up 11 million
dollars for twelve months. You’re tying up half of that for
si x and the other half for twelve.

MARY QUI LLEN: Ri ght.

DONNI E RATLI FF: And that’s a reasonable number and

the numbers that we’ve seen go out on disbursements does not
cone anywhere close to that.

MARY QUI LLEN: Ri ght.

DONNI E  RATLI FF: I f eel confortable wth that

suggesti on.




DEBBIE DAVIS: And like | say, that incone would

still be comng in nonthly for those. So, you know, you
woul d see an increase in your incone anmounts per nonth.

BRUCE PRATHER How nuch would that be nonthly,

$12007?

DEBBIE DAVIS: I'm a banker. I don’t have my

cal cul at or.

BRUCE PRATHER: I mean, I realize it’s coming in

over a six and twelve nonth peri od.

KAREN MCDONALD: Ckay. |If we---.

DEBBI E DAVIS: | nean, currently we are---.

KAREN MCDONALD: |If we look at the 21,000 earned in

the third quarter and divide that by three. So,
approxi mately $7, 000 a nonth.

BRUCE PRATHER Oh, okay. kay.

DEBBIE DAVIS: Right. Whereas right now we are
bri ngi ng---.

KAREN MCDONALD: We’re earning---.

DEBBIE DAVIS: ---in 5100 a nonth.

KAREN MCDONALD: 1It’s not a huge leap, but it is
sonet hi ng. W do not anticipate rates staying this |low so

that conme January or even...well, yes, as we talk about




extending this |adder of maturity into 2012 as things mature

rolling them in, hopefully, there will be better rates to
give the escrow account nore return at still the FD(
cover age.

MARY QUILLEN:. And this certainly is a significant

i ncrease fromthe noney market, the inconme fromthe---.

KAREN MCDONALD: It’s double. It’s double plus.

So, from25 to 50 and 65.

DEBBI E DAVIS: But it’s still giving up the sameg

cover age---.

MARY QUI LLEN: Exactly. Good. Well, it sounds---.

DONNI E RATLIFF: It’s the same protection.

BRUCE PRATHER Yeah.

BUTCH LAMBERT: Un- huh.

MARY QUI LLEN: Yeah.

BUTCH LAMBERT: Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: And do | have a notion?

DONNIE RATLIFF: 1’11 move that we accept the

proposal as presented in scenario one, M. Chairnan.

MARY QUI LLEN: Second.

BUTCH LAMBERT: | have a notion and a second. Any




further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al nmenbers signify by saying yes.)

BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Could | ask that you prepare &

docunent that outlines it specifically and send that to M.
Asbury and then we’ll prepare the letter authorizing it?

KAREN MCDONALD: All right. Il will certainly do

t hat . And | did want to highlight in the last section |
have put supporting docunentation regarding the appropriate
returns for different investnent vehicles and the first is
the daily Treasury Bill rates. If you go to the last date
of 6/11/2010 into the 26 week column, you’ll see that the
rate...the Treasury is providing is 16 basis points.
So...and for a 52 week period, it’s 29 basis points. So,
we’re giving you the security...the coverage with a much
better return. The only thing you’re giving up is a little
bit of liquidity. So, thank you very nuch for your conments

and | will do that.




BUTCH LAMBERT: Thank you.

DAVI D ASBURY: M. Chai r man.

BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: One of the things that needs to

be...the Board needs to know is we’re committed with First
Bank & Trust. We’ve begun this process of processing and
approving it wth First Bank & Trust. We communi cat €
frequently during the week. We’ve established at least a
mont hly...excuse ne, at |east a quarterly neeting wth
Debbie and Karen as far as problem areas to discuss the
process and to make any inprovenents in the process of the
escrow account. So, that’s something that was not in place
previously. We’re in the middle of that now and have begun
t hat process.

DEBBIE DAVIS: And | did want to nention one other

thing that we had discussed on when disbursenents are being
sent out. Wth the orders, you know, we had asked for
current W9s to be in place with those orders. One of the
things that we discussed and we didn’t know how the Board
woul d feel about it. | wanted to plant the seed for you to
t hi nk about . For confirmation a lot of tines you may have

the same name and there’s really no way of verifying are we




payi ng out the correct person by what the order states and
j ust by having a stack of W9s. Wthout giving out personal
i nformation if per say on those orders when a nane is |isted
as say it was Butch Lanbert having the last four of the
social security nunber just a double check that we are
properly paying out the correct person because addresses do
change. Sonetinmes there’s name changes and there’s double
way to check that we are paying out the correct person. So,
t hat woul d be sonmething that | would ask the Board to maybe
take into consideration as a possibility on future
orders. .. di sbursenent orders.

BUTCH LAMBERT: wWe’ll discuss that with our Counse

and see about nmaybe doing that.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: Thank you.

KAREN MCDONALD: We thank you for the privilege

again. W appreciate it.

BUTCH LAMBERT: Thank you all. We appreciate your
time.

BUTCH LAMBERT: Ckay. Moving on to item nunber
five on the docket. The Board on its own notion wll

consider a disbursement of funds for wunit Q 40, docket




nunmber VGOB- 93-0216- 0328. This item was previously heard
and approved by the Board on August the 20th, 2002. But the
di sbur senent was never nade. The Board...today we need to
deci de whether to uphold the prior disbursenent petition or
deny and ask the operator to resubmit the petition. I'11
ask M. Asbury if he will update the Board on this matter
j ust for background information only in case sone of us
don’t remember 2002.

DAVI D ASBURY: In our continuing efforts to | ook at

Board orders and in the process of disbursenent, we found
that the Board on its own notion considered disbursenent of
funds from unit Q 40, which was docket nunber VGOB-93-0216-
0328. This item was previously heard and approved by the
Board on August the 20th, 2002. To the best of our records,
this disbursenent was never nade. Staff researched the
di sbursenents for 2002 and 2003 and found no evidence of a
di sbursenent for Tract 4. The history that we have in the
file is that on March the 12th, 2002 then Assistant Attorney
Ceneral Sandra Riggs had witten an email to CNX asking for
research and determ ne which tracts were escrowed to ensure
or to discuss the split agreenent that was in place at that

time between Martin and Doris Short versus Reserve Coal. On




August the 20th, 2002, the Board heard testinony that Tract
3 was to be dism ssed and that Tract 4 was to be disbursed.
A di sbursenent was approved on that date by the Board, but
there is no record of disbursenent nor petitions of the
Board or any other source reflecting those exhibits for
di sbur senent . So, we cone forth to the Board as staff
requesting CNX  provide their current petition for
di sbursenent for Tract 4.

BUTCH LAMBERT: And, M. Swartz, do you wsh to

address this i ssue?

MARK SWARTZ: Gven the fact that it has been

eight years. It was approved and it wasn’t made. We need
to start with exhibits from scratch here to nmake sure that
we get it right. | think that we nmy have been paying
directly pursuant to this order as well. So, | nean, we
need to get the math right and it has been eight years. W

join in this request to get...we didn’t realize that it

hadn’t been paid either, | think. And so, we would like to
get it organized and get it right and conme back. | tal ked
to Anita. She thinks 60 days is a reasonable period of

tinme. So, if you could put it, you know, on the docket 60

days from now, we’ll get the paperwork and we’ll be back and




get this corrected.

BUTCH LAMBERT: August ?

MARK SWARTZ: Yes.

BUTCH LAMBERT: Ckay.

DAVI D ASBURY: We appreciate your cooperation on

this.

MARK SWARTZ: Well, it needs to be done.

DAVID ASBURY: We’ll be willing to provide oun

files and work with you on finding out the circunstances
here. We...there may be other files that we don’t have in
the file. But our files do not reflect the disbursenent.

MARK SWARTZ: Well, | nmean, |...the bank had the

noney. So, we need to find out what they have and what it
pertains to and then our paynent records, | think, have been
direct. So, it shouldn’t be that complicated. It’s Jjust a4

matter of making sure we’ve got the right number coming out.

DAVI D ASBURY: Correct.

BUTCH LAMBERT: Ckay. Thank you, M. Swartz.

We’11l continue that until August.

MARK SWARTZ: Great. Thank you.

BUTCH LAMBERT: Ckay. Next will <call item six.

The Board on its own notion wll consider corrective




testi nony regarding disbursenent of funds from Tract 1F,
unit AZ-100, docket nunber VGOB-03-0415-1139-01. \V/ g
Asbury, would you like to update the Board?

DAVI D ASBURY: In our staff research there was...we

di scovered that the supplenental order that was on file as
of Novenber the 17th, 2003 recorded in Book 581, starting on
Page 425, the Exhibit E reflected the total escrowed acres
of 8.02 in Tract 1A This acreage differs from that which
was reflected in a disbursenent approved by the Board on
April the 20th of this year for the petition of escrow
Instead of 8.02 acres it reflected 8.344 acres. In the
Apri|l disbursenent petition is also attenpting to disburse
i ndi viduals from Tract 1F. Al'l of Tract 1F which included
three and a half acres were shown in Exhibit EE in this
suppl enental order that was recorded previous in Novenber
the 17th, 2003. There should be, according to the
suppl enental order, no remaining acreage in Tract 1F of this
escr ow. So, we had a conflict of testinmony in April and &
conflict of what the original disbursenent and suppl enental
order reflected in 2003.

BUTCH LAMBERT: M. Swartz.

MARK SWARTZ: We’ve talked to David about this and




there are two issues. One is we’ve got an heirship that
continues to kind of evolve that we need to...we need to

sol ve that issue. So, we need an update with regard to the

title. And with regard to the acreage issue that he has
talked about, we’ve identified the problem. We’ve been
payi ng sonebody directly based on the split, | think,

since...since the initial supplenental was entered. So, we
can correct that math. So, we know what the problens are.

I’'m thinking 30 days works for this one, Anita.

ANI TA DUTY: Yes. | just need to work with

Davi d- - -.

MARK SWARTZ: Ckay. So, if you would continue this

for 30 days we should be good on this one.

BUTCH LAMBERT:. kay. This will be continue unti

July. We’re going to take about a ten minute break and then
we’ 1l resume at 10:30.
(Break.)

BUTCH LAMBERT: We’ll resume with our docket this

nmorning. The next item on the docket is item nunber seven
It’s a petition from Range Resources-Pine Muntain, Inc. for
a well |ocation exception for proposed well V-50...530278

docket nunber VGOB-10-0518-2710. All parties wshing to




testify, please cone forward.
TIM SCOTT: Tim Scott and Aaron Anderson for Range
Resour ces- Pi ne Mountain, Inc.

BUTCH LAMBERT: Good norning, M. Scott.

TI M SCOIT: Good nor ni ng.
(Aaron Anderson is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Scott.

TI M SCOIT: Thank you.

AARON ANDERSON

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q M. Anderson, wll you please state your
name, by whom you’re employed and what your Jjob description
is, please?
A My name is Aaron Anderson. I'm employed by
Range Resources-Pine Mountain, Inc. and I'mland tech.

Q Did you participate in the preparation of
t hi s application?

A. Yes, | did.




Q So, you’re familiar with it, is that right?
A Yes, sir.

Q Now, we had originally filed this
application in May, is that correct?

A That’s correct.

Q And then we filed a revised application.
Can you tell the Board why we did that?

A We had inadvertently left off V-536732 the
first tinme around.
Q Okay. So, we’ve got...we’ve got that]
correctly shown on the Revised Exhibit A is that right?
A Yes, sir.

Q Ckay. Are you famliar with the ownership

of the mnerals underlying this tract?

A Yes.

Q Ckay. Wio are the owners?

A Range Resources-Pi ne Muntai n.

Q And who operates the P-5 and 536732?

A. EQT.

Q And you also participate in the operation

of that wel | ?

A. Yes, sir.




Q So, you were an owner and a participant, is
t hat correct?

A That’s correct.

Q Now, all of the parties that were required
to be notified are listed on Exhibit B to the notice of

hearing, is that right?

A That s correct.

Q And all those people were notified?

A That’s correct.

Q And we’ve provided proof of mailing to the

Board, is that correct?
A. That is correct.
Q Ckay. Are you also famliar wth the well

depth for this particular unit?

A Vell...5 731 feet.

Q And can vyou tell the Board why we’re
seeking a well | ocation exception today?

A Yes, due to Exhibit AA

TIM SCOTT: M. Anderson is going to be providing
the Board with a copy of Exhibit AA to show this well as it
relates to the wells for which we’re seeking a location

excepti on.




Q Now, using this particular exhibit, can you

tell the Board what’s going on with this particular well.

A As you can see, vyou can’t really get a
legal location. It’s located between Highway 63 and the
McClure River. It’s also encompassed by all of the

surroundi ng wel | s.

Q Ckay. What would be the loss of
acreage...undeveloped acreage if we didn’t get this
appl i cati on approved today?

A A 106. 96 acres.
Q And what’s the total loss of reserves that
vou would anticipate if it’s not approved?
A 450 ncf.

Q So, 1in your opinion, we don’t have any

correlative rights issues, is that right?

A That is correct.

Q And if the Board grants our application, it
Wi || prevent waste and pronpbte conservation, is that also
correct?

A That is correct.

TIM SCOTT: That’s all I have for Mr. Anderson.

BUTCH LAMBERT: Questions fromthe Board?




(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Lambert.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: QOpposed, no.

DONNI E RATLI FF: 1711 abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention, M. Ratliff. Thank

yvou, Mr. Scott. It’s approved.
TIM SCOTT: Thank you.

BUTCH LAMBERT: The next item on the docket is iten

nunmber eight. A petition from Southeast Land & Mneral, LLQ
for pooling of conventional gas unit C 6. This is docket

nunmber VGOB- 10- 0615-2713. All parties wishing to testify,




pl ease cone forward.

JONATHAN YARBOUGH: M. Chai r man, Jonat han

Yar bough, Charlie Bartlett, Gus Thornson, Tony Hol brook and
Charlie Hale on behalf of Southeast Land & M nerals. Bef or e
We Start, can we...we’d like to continue two docket items

that we have until the next Board meeting if that’s okay.

BUTCH LAMBERT: Ckay.

JONATHAN YARBOUGH: 1It’s the C-6 pooling docket

i tem 10- 0615-2713 and the C 8 pooling petition---.

MARY QUI LLEN: What itemis that, please?

CHARLES SAMUEL BARTLETT, JR.: Eight.

BUTCH LAMBERT: That’s eight.

JONATHAN YARBOUGH: The first one is nunber eight

and the second one is nunber thirty-eight.

DONNI E RATLI FF: Continued until August? Conti nued

until July or August?

JONATHAN YARBOUGH: I can’t hear you. I’'m sorry?

DONNI E RATLIFF: How far are you going to continue

it, July or August?

CHARLES SAMUEL BARTLETT, JR. : Hopefully July.

JONATHAN YARBOUGH: Until July.

BUTCH LAMBERT: GCkay, docket item nunber eight is 4




petition from Southeast Land & Mneral, LLC for pooling of
conventional gas unit G 6...I'm sorry, I was reading number
ei ght. Let ne nove down to...eight, is that the one?

JONATHAN YARBOUGH: We’d like to go ahead right now

Wi th nunber nine, which is the establishment of field rules
for the Wl f Run Conventi on Gas Fi el d.

BUTCH LAMBERT: (Okay. Let nme go ahead and conti nue

these and then we’ll jump back in her. Again, docket item
nunber eight, a petition from Southeast Land & Mneral, LLC
for pooling of conventional gas wunit GC 6, docket nunber
VGEOB- 10- 0615- 2713 conti nued until August.

JONATHAN YARBOUGH: July, M. Chairnman,

BUTCH LAMBERT: July, okay. I'm sorry. Ckay,

al so, calling docket item thirty-eight. A petition from
Sout heast Land & Mneral, LLC for pooling of conventional
gas wel | unit C 8, docket nunber VGEOB- 10- 0615- 2739.
Continued until July. Okay, so, we’re going to...you’'reg
going to junp into docket nunber nine, 2714, is that
correct?

JONATHAN YARBOUGH: Yes, M. Chair nan.

BUTCH LAMBERT: Ckay. A petition from Sout heast

Land & Mneral, LLC for establishnment of field rules for the




Wl f Run Conventional Gas Field in Washington County, docket
nunber VGOB-10- 1615-2714. Al parties wishing to testify,
pl ease cone forward.

JONATHAN YARBOUGH: M. Chairnman, again, we have

Dr. Charlie Bartlett, Gus Thornson, Tony Holbrook and
Charlie Hale. If we may---.

BUTCH LAMBERT: Good norni ng, gentl enen.

(Everyone says good norning.)

JONATHAN YARBOUGH: We’d 1like to start with Dr.

Charlie Bartlett. He’s going to tell us a little bit about
hi s experience in this industry and this field in particular
and di scuss the geology of the Wl f Run Gas Fiel d.

(Wtnesses are duly sworn.)

BUTCH LAMBERT: You may proceed.

CHARLES SAMUEL BARTLETT, JR. : Ladi es and

gentlenen, in April | gave you a short version of ny past
experience. I'm going to lengthen it a little bit this time
to give you nore of the variety. | began ny career and ny
studies at the University of North Carolina at Chapel Hil

where | grew up and received a Bachelor of Science Degree in
geol ogy in 1951. Shortly thereafter...well, even before

t hen, the Korean War was going on and | was either going to




get drafted or do what | really wanted to do was join the
Navy and | did. | becane a Naval Air Intelligence Oficer
after several nonths of training and was on an aircraft
carrier U S.S. Valley Forge during the Korean Conflict, they
call it. They were shooting live bullets. | call it a war.
The experience was enornmous working with aircraft pilots and
briefing them and debriefing them on mssions of dropping
their bonbs on an AD...out of an AD4 D ve Bonber over
targets in Korean.

| thought | was going to stay in the Navy the rest
of ny life, but three and a half years was enough. I
deci ded to do what | have been studying for and applied for
jobs while | was still in the last nonths of ny Navy
experience and had a job waiting for ne with Superior QI
Conpany as a...believe it or not, | was a conputer before
there were computers. That’s what that title was and alsg
surveyor for a seisnograph crew that was working in West
Texas and then a few nonths later up in Southern Cklahona |
did the surveying for the Shock 1. So, | did the
cal culations for the party chief to make the maps...the
geol ogical maps for prospects in both of those states.

However, that was not enough geology to suit ne. | wanted




to actually get ny teeth into geology. | had had a positive
response from @ulf Q1 Conpany to cone see them and | did.
| walked in and before the day was over, | was hired as a
field geologist for Gulf G| Conpany. Il was with Qulf GOl
for six and a half years and did mapping of |arge parts of
Nor t hwest Arkansas. The first structure that | mapped, |
| ater published on in the Anerican Association of Petroleun
Geol ogi st of Natural Gas Fields of North America. The wel |
that | had proposed for @ilf GI| on that same structure
cal | ed the Washspran Anticline was a successful wldcat well
and opened the Bonneville Gas Field, which now has over 250
gas wells on it.

Ski pping ahead, after the six and a half years
with «@lf GI, | wrked J. M Huber Corporation, an
i ndependent conpany in the sanme area of Northwest Arkansas
primarily. Eventually being pronoted to handle all of the
Eastern Cklahoma and Northwest Arkansas entire Arconba
Basin. The only reason that I didn’t stay with them wag
because there was a downturn in the oil and gas industry in
the '60s and they were...didn’t have enough infrastructure
in Arkansas to handle all of the gas | was finding for them

I'm putting on a little brag there. But, anyway, I was




quite successful with wells, sone of which were farnouts
fromQ@lf Ol Conpany that | had been with fornmerly.

So, | took that opportunity and that downturn to
get one of those other things out of ny system and that was
because growing in Shaklehill all of ny friends and
girlfriends and then there were sons too of professors at
the University of North Carolina instilled in nme was the
desire to be a professor and teach sonewhere and sonetine.
So, I thought, well, it’s a good opportunity here to take
this break and go back to school and | did. | went back to
Chapel Hill. | sat the record, | think, for getting a
Master’s Degree in fifteen months with the geology]
departnent there, a WMaster of Science in geology. I
took...nmy first teaching position was in North Carolina at
Penbroke State University. One year there and then | went
back to a place | had been to once before, Enory and Henry
Col | ege, sone of you have heard that, | believe, and becang

the Chair of the Departnent of Geol ogy. The chair was ne.

The departnent was ne. W had very brief departnental
meetings and all of the decisions were unani nous.
Nevertheless, | did enjoy very nuch teaching the students.

| did sonme consulting. | did a lot of mapping. | mapped




for the Division of Mneral Resources. | mapped two-thirds
of Washington County in detail and sonme of those maps have
been used widely to show the geology and structure and
faults and so forth of that particular region.

| was...in 196...excuse ne, 1979 enticed into
goi ng back into the oil and gas industry by a friend of m ne
that | had worked with @Gulf Ol Conpany who becane the Chief
Geol ogi st for Hawkins Ol and Gas Conpany |ocated in Tuscan.
They wanted me to move to Tuscan, but I said, well, I’'ve got
two girls in school. We’re pretty well settled. Can I
still work for you here and then fly back and forth to
Tuscan and tell you where to buy |eases and where to dril
wells? That was finally approved and that’s when I departed
Enmory & Henry after having taught there for el even years. |
ski pped one inportant item
In the mddle of mne teaching at Enory & Henry, |
applied for a National Science Foundation Fellowship to go

back to work on ny Doctorate and was successful in receiving

one of two awards that year in the field of geology. | went
back to...because of convenience, | went to the University
of Tennessee. So, I|...in about...again, about fifteen

months of on site. | got all of ny course work done.




Anot her record that still stands down there and then two
sutmmers | finished ny thesis, which was a study of one of
the gas producing formations in this region. The Price
Foundation, which has the Wir Sand in the upper part and
the Berea Sand in the |ower part. So, | did a very
extensive study of that covering all of the area fron
Pennington Gap to Bl acksburg on several repeats by faulty.
That volunme was so thick that | had no trouble at all
getting through my orals because the professors didn’t want
to take the tinme to read all of it. Anyway, | did work
ultimately then for Hawkins Gl & Gas Conpany as 4
consultant to themfor ten years. About half of ny tine was
spent working up prospects for them in Northwest Arkansas.
The first well that we drilled was on the sane |arge
structure, the Washspran Anticline, which is 40 mles |ong
and 12 mles wide and drill the discovery well for the
Chisenville Gas Field, which now is approaching 300 gas

wells in that field. There were along the way three other

smal ler fields that | was instrunmental in developing in
Ar kansas. But after | becane a full-tinme consultant in
1979, | worked for various conpanies and in that period of

boom | just happened to hit it right hanging ny shingle out




at the right point in tine. | never ever advertised, but
peopl e cane knocking on ny door and | was juggling clients
during that time particularly in leasing in the Valley Ri dge
area not over in the coal fields, but close to the coal
fields in prospect area over in Tazewell County off of the
Greasy Creek Field. In that period of time, | was directing
the |easing of over a 120,000 acres of properties
principally straddling the Interstate 81 corridor in the
(1 naudi bl e) Ri dge. We had prospects ready to be drilled,
but we also did drill one well on the Eastern part of the

Early G ove Gas Field. The well was |ocated al nost on the

WAashi ngt on County/ Scott County |ine. | becane very famliar
wth this WIf Run Anticline because while | was still
teaching | took the Early Gove Field as an independent

project to study and tried to decipher what had happened

there and see if it had any prospects for future
devel opnent . Anyway, we drilled one well wth one of ny
clients, the Sourbill well, which was one of the better

wells in the field by chance and by luck. But, anyway, that
was ny introduction to actually drilling the formations that
| had been studying in studying the field. W drilled

several other wells down in Lee County, oil wells and one




gas well that didn’t have a pipeline to connect it. So, it
didn’t get connected. Since they’ re awaiting that
possibility of recovery. W drilled two wells. | had input
in on the WIlf Run Anticline. The client that | had that
| eased here in Washington...leased in Wshington County
about 65,000 acres transferred his |leases and the whole
prospects that were drawed up to a Canadi an Conpany and they
drilled the Blake well, which is in about the center of the
VWol f Run Anticline. That was drilled in 1981 and had a gas
show at about 4,000 or 4500 feet. I haven’t got the logs
and everything here with nme to recollect precisely. But we
had a gas show of over one-half mllion cubic feet of gas
per day rated in that well. There were sone |and probl ens
that we had to deal with in that |ocation. The conpany that
t he prospect area was sold to a Canadian Conpany did not
conplete the well properly. In fact, they did not even
perforate ny recommendation of the zone that had the good

gas show. I’'m still puzzling over that today. There’s some

suspicions | have that they did not even intend to nake 4
wel | out of it. You can go from there with your own brain
as to what mght have happened. Three years later the

second well, the Headingshure well was drilled about threeg




quarters of a mle east of the Blake well. That well was
ultimately conpleted and pipeline run to it by Penn Virginia

Corporation. That well had a flow of gas at about the sane

hori zon that the Bl ake well had. It was estimated to be two
and a half million initial flow. I don’t know that an
actual PDT gage was taken on it. But, I’ve got pictures off

that flare and it was certainly that nuch gas, if not nore.
Technical problenms in conpleting the well caused them to
only produce the well for three and a half nonths. The

wat er zone it was 200 feet above where we hit the good gas

zone. It was not a well cenented and casing was not set in
t he proper |ocation. They did not even set casing through
t he produci ng zone. So, it was open hole and should not

have been done that way. This has been nagging ne now for
over 20 years and it is one of the prospects that is on what
| have referred to previously as ny bucket 1list. Thr ee
years ago we tried to do sonething with this prospect where
a client from Dallas. If you will recall, any of you that
read the Bristol paper, there was a fury raised over the
fact that Bristol wanted to take the old railroad |line that
went right through the mddle of this prospect area and

converted it into another Cripper trial I|ike Abingdon and




WAshi ngt on County has. They battled furiously over that
with the |and owners. That spread to all of the area and
the land owners were so irate we couldn’t hardly get a leass
to get another well drilled on the prospect. Well time has
passed and Bristol has decided to |eave that project alone
and abandoned it. W have been working now for over a year
trying to assenbly a |lease block that would nake it
desirable then to go ahead with developing a gas field that
| know is there waiting to be developed and how good it’s
going to be, tinme wll tell. But we do know we had twg
wel | s that had excellent gas shows. Two wells that were
i nproperly conpleted and we think we can inprove on that and
drilling techniques and nethods today. The WIf Run
Anticline is sort of an offset if you continue the trend on
a map of where the Early Gove Anticline is that was
devel oped and is now a gas storage field. The area that we
are proposing for this Wl f Run Anticline Field is about two
miles separating from that gas storage field. We’re not
going to drill angular wells and tap that gas storage field.
We’ re separated from them sufficiently for protection there,
so that’s not going to happen. We have no intention to dg

that. The field has been outlined in units that we pondered




over for sone tine before we canme up with the suggestion of
setting up units 160 acres each. You have a map, | believe,
an exhi bit that shows that plan, Exhibit BB. That shows the
road network and the creeks, I think, on there too. It’s
| ocated just north of Benanobns or putting it nore directly
where vyou...I have bought in it. It’s about five mileg
nort hwest of Bristol and about four mles from the
i nterstate hi ghway. About four mles also from the East
Tennessee... fornerly East Tennessee now Duke Energy and
Spectra main gas |ine. The Headi ngshure well was connected
in 1980, four | believe it was, into that |ine and produced,
as | said, for about three and a half nonths and then water
cane in on them to where they had to abandon their attenpt
to produce that well comrercially. The |ayout of these
units, there’s a reason for them. It’s centered on the axisg
of the anticline. Just so that sone of you may not know a
| ot about structural geology use the sinple exanple of
i mgine a canoe and turn it wupside down the kill of the
canoe is the axis of the anticline and the slopes of the
canoe dip off to the north on one side and deep off to the
south on the other side. Now, we believe that nuch of the

production in this area will be comng from fractures and




j oi nts. Particular fractures that were created by the
i ntense pressure and folding to create this structure. e
are only about fromthe axis about a mle and a half of the
Saltville fault. Some of you all have heard of that. The
Saltville fault runs down the trend of Rich Valley. The
Saltville fault in this area just to the south of the field
has a di splacenent of over 18,000 feet, putting it a sinple
way that | like to describe to the undereducated geol ogist.
But if we were to drill a well where we’re planning to drill
a well, you would have to go 18,000 feet to get to the rocks
that are exposed just south of the fault in Rich Valley
where Canbrian Age Rocks, |linmestone and dolomte areg
exposed. That linestone and dolomte is 18,000 feet beneath
this Wolf Run Anticline. We’re not going to drill that]
deep. Not for a while anyway. We’re going to drill to the
zones that produced gas in the two exanple wells. So, what
we’ re planing to do is drill on a 160 acre units. These are
square units from prior experience of working in Arkansas.
Units out there were laid out easily because the township
range grid system was utilized and on the two nmain fields
that | helped to develop all of that was laid out so that

wells were initially drilled at one well per square ml¢g




four times the size of the units that I’'m proposing here.
Today because there was so nmany pay zones out there in the

Ar kansas Fields we have as many as 18 wells in one section

because one well in a square mle could not drain all of the
producing...potential producing zones. We don’t know right
now how many zones we wWll surely ultimtely find in the

VWol f Run Anticline and in this field. But we do know that
we’ve got one particular =zone that is already proven
pr oducti ve. Over in the nearby Early Gove Field they had
production in the Price formation, the formation that |
st udi ed extensively for ny dissertation. About half of the
wells in the Early G ove now storage field were producing
from the...apparently the Weir Sand, the upper nost sand in
the Price formation. And in the little valley formation,
whi ch is what both of the wells produce fromon the WIf Run
Anti cline previously. Qur pattern of, | think, 49 units
t hat we have proposed to you at this tine nmay or may not be
the full extent of the field, but | tried to be reasonable
and cover with these proposed units in advance what woul d be
@ reasonabl e expectation. The structure does plunge off tog
t he northeast and dies out. It plunges to the southwest and

dies out before it even gets to the Early Gove Field and




the Early G ove Anticline. The south part of the limts of

these units does lap over on the Saltville fault because

sonme of these rock units that we think will be productive do
conti nue underneath the Saltville fault. How far back
underneath, we don’t know. Maybe eventually we will run a

seismc line and run it north and south and see how far back
south underneath that fault it goes because the Saltville
fault is a |low angle at about 20 or 25 degrees and sonetines
in places less sloping fault plane. So, these beds that are
di pping to the south will continue nmaybe one or tw mles
south of the surface trace of the fault. We’ll learn as we
go, as we drill these wells and ultinmately hopefully dril

al | of these units. | left as one of the things in the back
of mnd in setting up the 160 acre unit the possibility that
again we mght have like in Arkansas ultimately 40 acre
units. So, you’ll see that you can take a 160 acre square
and drill four blocks within it. | believe your diagran
does show, if you |look closely, that you have to use...| o0k
at the map and take four of those blocks to neke one of
t hese units. Each of those units does have a 300 foot
set back. So, there is roominside to drill locations that

the first well would be just one per unit. As we |learn how




much effect one well mght have over the offset well in the
next unit, it my be efficient to actually go ahead and
drill more wells. But that’s down the road. Initially, we
want to drill one well per unit until we learn nore about
the field. That’s it.

JONATHAN YARBOUGH: M. Chairman, if the Board has

any questions of Dr. Bartlett right now, we can go ahead and
hear those or we can just nove on to our next W tness.
What ever the Board prefers.

BUTCH LAMBERT: Okay. First, I'd like to ask the

Board if there’s any questions for Dr. Bartlett.
(No audi bl e response.)

BUTCH LAMBERT: | had one, M. Bartlett. Maybe

just for clarification. | think at one point you said there
Were...you were proposing 48 units.

CHARLES SAMUEL BARTLETT, JR : There are 49 units,

| think.

BUTCH LAMBERT: 49 units?

CHARLES SAMUEL BARTLETT, JR : 49 units. That’s on

your Exhi bit BB.

BUTCH LAMBERT: I haven’t counted them but it

certainly looks likes there’s more than 49 units.




CHARLES SAMUEL BARTLETT, JR : Yeah, because you

have to take four of those little squares, which are the
portions or quarter parts of the 160 acre unit. Those are
the 40 acre squares in there and if we had made those 4
little darker or the 160 acre lines it would have been a
little easier for you to see that.

BUTCH LAMBERT: Onh, okay. Yeah, | can see it.

MARY QUILLEN: M. Chairman, if we could get better

maps of this, this would give us a better idea of what it is
they’re trying to do because these are really, really bad
exhibits. It’s not---.

JONATHAN YARBOUGH: | think | have---.

CHARLES SAMUEL BARTLETT, JR : Yeah, we did have

one that we presented two months ago. I don’t know Wwhet her
we’ve got here with us or not. He’s looking. He’1l1l find
it. That’s the ones on the topo.

JONATHAN YARBOUGH: Yeah, this one.

CHARLES SAMUEL BARTLETT, JR : Yeah, that’s good.

BUTCH LAMBERT: Any ot her questions fromthe Board?

KATI E DYE: | have just a question.

BUTCH LAMBERT: M's. Dye.

KATI E DYE: Yes. Are there...are there caves




underlying this area in Washi ngton County?

CHARLES SAMUEL BARTLETT, JR. : No, not nmuch at all

her e. As you go across the Saltville fault to the south
towards Bristol, yes, you do pick up a lot of caves and
caverns that are in there. But this area is, on the
surface, underlined by a shellie zone that does have sone
limestones in it. But I'm not aware of any caves. There’s
some springs, yeah, and they’re coming out of places on the
hillside where the water table neets that ground surface and

vou’ll see this 1is pretty rough terrain here that we’re

dealing with for the nost part. Probably as bad or worse
t han sonme of the coal field area. So, we will have in the
future sonme difficulties getting |locations and sone

expensi ve roads to get up to the | ocations.

BUTCH LAMBERT: Any ot her questions fromthe Board?

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: M. Prather.

KATI E DYE: Thank you.

BRUCE PRATHER: You know, our regular unit...you’ve

got a 160 acre unit. Qur regular statewide unit does 143
acres. I don’t understand why we Jjust don’t extend the

statewide units into this area and then if you want to dril




wells that don’t conform to this thing, as long as it
doesn’t have a problem with the correlative rights of
adj acent property owners, we can give you variance.

CHARLES SAMUEL BARTLETT, JR.: Yeah, | know.

BRUCE PRATHER: And I don’t understand why we’reg

al | of sudden changing the spacing rulings in the State of
Vi rgi ni a.

CHARLES SAMUEL BARTLETT, JR : | was not aware that

t hat was a st atew de because we have dealt with---.

BRUCE PRATHER: Well, it’s what we’ve been working

for...with for years.

CHARLES SAMUEL BARTLETT, JR : Excuse me. We’ve

dealt with this in the 1980s. | was the one that had 4
nmeeting in ny office of all of the operators that would cong
by invitation because | wanted to get away from the circul ar
units because of the |lack of squaring off so that nobody got
| eft out and closing up the gaps that the circular units
cr eat ed. At that tinme, | had nmade that proposal in about
1981 or ‘82 and it was not adopted until much later. You
now have square units for a coal bed nethane, which are not 4
160 or 143 or whatever. 160 is just easier to work with as

far as squaring things off and working with even nunbers




when you divide it into smaller portions. It’s not a big
change. This is a new field. It’s out in the wvalley ared
away from the coalfields. | understand your concerns to
keep things uniform but this is uniformfor the valley.

BRUCE PRATHER: Well, we’ve had problems even oven

in the main field with uniformty. W have people comng in
here that want to change the squares to rectangles and
circles and this that and the other. The only way this
thing can work with any consistency, there has to be 4
consi stency of what we are using for units. | nean, nyself,
I'm just a little bit against these changes because we can
t ake care of any problem that you have with the units that
are in place by giving you a variance. I mean, that’s...I
mean, I’'m just---.

CHARLES SAMUEL BARTLETT, JR: Mght | ask 4

question? It’s related. I don’t know now what the unit
size is for the oil fields and gas wells down in Lee County.
Qut in the valley and ridge that’s the only area I know that
m ght have any wunitization. The Early Gove Field was
drilled on about 40 acre units or smaller and now is, of
course, unitized into a gas storage field. So, there has

been sone other variations in the unit sizes. When the two




wells that were drilled on this sane structure, the Wl f Run

Anticline were drilled in the ‘80s...early ‘80s we were
drilling those and | think we had established 80 acre units
for it. So, you know, we had even numbers. We didn’t have

t hi s oddbal | nunber that you have with 1...what did you say?

BRUCE PRATHER: 143.

CHARLES SAMUEL BARTLETT, JR : 143, yeah. Still

it’s up to the Board, of course, naturally. But we’ve

al ready done a lot of work on this and laid it out and

surveyed it out. If you can bend a little bit there to the
160, | would appreciate it if you woul d.
JONATHAN  YARBOUGH: I woul d  poi nt out, M.

Chai rman, that two nonths ago the Board did approve 160 acre
provisional drilling unit C 6. So, there’s already a 160
unit...provisional drilling unit in this field.

BUTCH LAMBERT: Any ot her questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Yarbough.

JONATHAN YARBOUGH: The next witness that I’m going

to call is Tony Holbrook. He’s the surveyor and he’s just
going to talk about his experience and his role wth

Sout heast Land & M neral s.




TONY HOLBROOK: Good norni ng. My  name Tony,

Holbrook. I graduated from Virginia Tech with a Bachelor’s
in Engineering...Cvil Engineering in 1975. In 1977, |
becane a registered surveyor in the State of Tennessee. I n
1988, | becane a registered surveyor in the State of
Virginia. I’'m currently a licensed 3B surveyor, which if]
vou’re not familiar with that, it allows me to do designl
wor k of water, sewer and storm drai nage and erosion sedi nent
control and so on. My experience, I’ve been involved in
boundary surveys, subdi vi si on desi gns, commer ci al
devel opnent, residential devel opnent, considerable with the
Virginia Departnent of Transportation in |ocation surveys.
My experience in gas wells has been limted to this project.
But under the direction of Dr. Charlie Bartlett and Charli g
Hale, I’ve put together the maps that are in this package.
That’s all I have unless you have any questions.

JONATHAN  YARBOUGH: Does the Board have any

questions for M. Hol brook?

BUTCH LAMBERT: Yeah, M. Holbrook, | think I heard

yvou say that you did do the maps. One of the maps I'm
| ooking at in particular is BB...the Exhibit BB---.

TONY HOLBROOK: Yes, sir.




BUTCH LAMBERT: ---they laid out the units. Most

of the tinme when...well, all of the tinme when we see these
pl at maps and other types of wunit nmaps cone before us, we
usually see a PE stanp or a land surveyor stanp. s that
sonmet hing that you just forgot to do with this one?

TONY HOLBROOK: Yes, sir.

BUTCH LAMBERT: kay. Any other maps in here that

yvou may have done that’s in our docket that---7?

TONY HOLBROOK: The maps and |egal descriptions in

that | did do.

BUTCH LAMBERT: Ckay. Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Yarbough.

JONATHAN YARBOUGH: The next W t ness is Qus

Thornson. I’m going to ask Mr. Thornson a few questions.

GUS THORNSON

DI RECT EXAM NATI ON

QUESTI ONS BY MR YARBOUGH:

. Mr. Thornson, what’s our role W th
y




Sout heast Land & M neral ?

A To acquire unleased |and for this project.

Q Speak into the m crophone.

A Ckay.

Q And we were required to provide notice to
all of the land owners wthin this field. How did you

det erm ne who to notice?
A Through the tax maps that we acquired at
t he Courthouse in Abingdon.

CHARLES SAMUEL BARTLETT, JR : Wich incidently are

not anywher € near correct.

A Very in accurate as far as boundaries are
concer ned.
CHARLES SAMJEL BARTLETT, JR.: Terribly outdated.
Q And, M. Thornson, how nmany people did you
notice?
A Excuse ne?
How many people did you notice?
Oh, we sent a notice to a 1...234 notices
went out. W had 49 of them returned. So, 185 people

pi cked these notices up.

Q Speak up. And was notice published in any




newspaper ?

hear what

sent out?

pi cked up.

| eased so

quest i ons,

packet a

and every

A Washi ngton County News.

MARY QUI LLEN: Could you speak up? It’s hard to

you’ re saying.

A Ckay. Do you want how many notices that we

MARY QUI LLEN: And how many responses?

A. Yes. There were a...185 of them were
49 were returned.

MARY QUI LLEN: 497

A Yes, ma’am.

Q And was notice published in a newspaper?

A It was published in the Washington County
Q What percentage of the field have you
far?

A Approxi mately 25%

JONATHAN YARBOUGH: I don’t have any othern

M . Chai r man.

BUTCH LAMBERT: M. Thornson, the...we have in our

list of names and certainly haven’t counted each

one of them But are these all of the fol ks that




vou’ve notified?

AQUS THORNSON: Yes, sir.

BUTCH LAMBERT: And we don’t know which ones youl

recei ved notice back...l guess, M. Asbury knows.
(No audi bl e response.)

BUTCH LAMBERT: kay. Any questions from the

Boar d?

BRUCE PRATHER: I’ve got a question

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: Wul d you happened to have the map

t hat would show nuch acreage you have under |ease at the
present tine? In other words, if you got a response from g
third of them two-thirds of them out there are unleased.
Do we have any kind of a map that woul d show that?

MARY QUI LLEN: There’s no Exhibit B or B-3.

CHARLES SAMUEL BARTLETT, JR : We’ll certainly show

that as we present drilling units. But we do not have one
big mp that shows all of the |[eases. A good reason,
sonebody el se m ght want to get in there and those hol es are
still open.

BRUCE PRATHER: Of course, what I’'m thinking of




CHARLES SAMUEL BARTLETT, JR: W want them to work

to find that out.

BRUCE PRATHER: What I’m thinking of is when | | ook

at the area here and if you got a response froma third of
the people notified then there’s a lot of these units inl

here that, you know, you don’t have control of.

CHARLES SAMJEL BARTLETT, JR : That’s true. But we

hope to.
BRUCE PRATHER | do too.
CHARLES SAMJEL BARTLETT, JR : We’re still trying.
BRUCE PRATHER Ckay.
BUTCH LAMBERT: Any ot her questions fromthe Board?
(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Yarbough.
JONATHAN YARBOUGH  Ckay. Qur next wtness is
Charlie Hale. He’s going to talk about his role with

Sout heast Land & M neral s.

CHARLES HALE: Good norning. My nane is Charles

Hale. I’'m the principal of C.M. Hale Consulting. My
background, | have 27 years of experience in engineering,
managenent, regulatory and environnental affairs and mning

oper ati ons. My  background has been exploration and




devel opnent of the mnerals such as coal, copper, gold,
silver, gypsen, |linestone and natural gas. M/ role with
Sout heast Land & Mneral Conpany is primarily engineering,
permtting and environnmental conpliance, regulatory affairs
and operations. | hold degree in economcs from the
University of Virginia and a Degree in Mning Engineering
fromthe Montana School of Mnes in Butte, Mntana.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Yarbough.

JONATHAN YARBOUGH: That’s all we have right now.

We’d ask that you approve these field rules as proposed.
KATIE DYE: | have just one question before we
concl ude.

BUTCH LAMBERT: Ms. Dye.

KATIE DYE: My concern is, | guess, wth these
units, does this protect correlative rights with just a 300
f oot setback because in a regular conventional well under
st atewi de spacing see we have 1250 foot setback in the
interior of that circular for a conventional well, plus we
have the 2500 foot distance between wells that is mandatory.

CHARLES SAMUEL BARTLETT, JR : Right. The 2500 I'm




famliar with, but the 300 foot setback from the edge woul d
be just what 1is normally done because you’ve got to have
sone room left in there to get a location in this difficult
terrain for one thing and trying to stay initially with the
first wells on the crest of the structure or near the crest
of the structure. As we drill offset wells, theoretically
you could have wells that are as close as 600 feet a part.
But that would then not require if we had to cone closer
t han the regulatory requirenents. W would have to conme to
you for permssion and do that. So, that’s protected. We’d
have to have a good reason to do so and we will if we do it.

KATI E DYE: What I’'m thinking, Jjust looking at that
and I'm no geologist, would that well not have to go within
| i ke about a 200 by 200 square in the center of that unit to
protect the correlative rights?

CHARLES SAMUEL BARTLETT, JR : We don’t know what]

the extent of the reservoir is. Until we know nore about

the reservoir, we don’t know what the correlative rights are

as to what is being drained. As we drill wells, we’ll in 4
sense try to do sonme testing along the way. For instance,
if we drill one well and this...l know fromthe Early G ove

wells and from these wells the initial pressure was around




1200 to 1400 pounds per square inch. If we drill one well

and it cones in at 1400 pounds per square inch, for

i nstance, and then a year later we drill another well in an
adjoining unit, then it still has 1400 pounds per squareg
inch too in the same reservoir. We’ll know we’re not

ef fecting each other. As we learn nore about those pressure
differences by drilling additional wells, we’ll be able to
make a decision as to whether one well is enough and keep
the wells as best we can wth terrain consideration of
possi bl e variance so that they are spaced apart to get the
best drainage and protect correlative rights. I don’t think
there’s any field ever been drilled where vyou could say
absolutely where all of that gas was coming from. It’s just
too conplex down underneath there to view it from just 4
hole in the ground.
KATI E DYE: | wunderstand. But in looking it, when
vou’re looking at like a 300 foot setback---.

CHARLES SAMUEL BARTLETT, JR. : Yes.

KATI E DYE: ---if your well ended up right on the
border of like that 300 foot setback, | think the potential
is there to frac sonething |Ii ke, what, 1500 foot?

CHARLES SAMUEL BARTLETT, JR : W knows. Agai n,




that’s another unknown.
KATIE DYE: Then you’re going to be invading the
next unit.

CHARLES SAMUEL BARTLETT, JR : Well, you’ll see on

the well site comng up that that’s further away from the
300 foot setback and we would generally be that further
away . But it just depends on where we can get the |eases
and the permssion to drill the well and get a road into it.
It’s not easy. Certainly, we’ll try to protect correlative
rights. I’'m strong on that.

KATI E DYE: So, initially, then what you’re saying
is if you started out your well would go as near to the
center of the unit as it’s possible?

CHARLES SAMUEL BARTLETT, JR : I won’t promise you

t hat because each one is going to be different. We’ll try
to keep it in the general center part. But exact center, no
way . I can’'t promise you that. But the distance between
wells, we know there’s a regulation there. So, where we put
the first well will govern nmaybe where we...sonmewhat where
we can legally put the offset wells.

CHARLES HALE: May | answer? One of the reasons

that I'm here is I have experience of working in the McGrady




f ormati on. | was the mne manager for United States Gypsy
Conpany Locust Coal Mne at the end of Rich Valley. There,

we were in the MGady formation and we were mning &

m ner al known as Gypsum which nmakes all of these
wal | boar ds. Wll, in that fornmation we had a |ot of
i nfl uence from the Saltville thrust fault. W would find

t hese bol der Gypsum and they would be maybe as wide as this
rooma 1,000 feet |long and then boom there would be nothing
agai n. If you could imagine going to a Baptist Sunday
School picnic and seeing a big bow of red jell-0, we’re
down in the red McGrady Shale we’d be | ooking for the peach
halves. So, we didn’t know where they where, Dbut we knew
they were in there sonewhere. But as you go over into the
coalfields, that’s 1like drilling through a Molasses stack
cake. Everything is laid down flat and it’s pretty ordered
and you can tell one unit from another and, therefore, you
can lay squares and, you know, the rock units are fairly
horizontal laying. Over here, we’re dealing with something
that’s rolling and pitching and it’s really hard for us to
forecast exactly what we’re going to encounter until, you
know...since this is a sem-wildcat or new exploration,

until we build a nodel of the geology that underlies that, |




think then maybe it’s too simplistic an answer. But Jjust
remenber the red jell-O wth the peach hal ves over here and
over in the coalbed methane you’re dealing with the Molasses
stack cake and everything is laying like that. But, you
know, we’'re still looking for the same natural gas
essentially. Does that hel p?

CHARLES SAMUEL BARTLETT, JR : Wiile you’re on

t hat - - -.
KATI E DYE: Sonewhat, yes.

CHARLES SAMJEL BARTLETT, JR: ---1 mght add one

nmore thing that over the Early Gove Field, of course
they’re 30 or 40 wells, they did have wells that were close
enough together, they found that there were sone snall
faults that shifted the rock layers and shifted the
produci ng formation. So, there were sonme units set up that
did not drain the unit because there was a fault barrier
t hat separat ed. W may have that in this case here too
because this is where push cane to shove here.

BUTCH LAMBERT: Any ot her questions fromthe Board?

BRUCE PRATHER: I’11 tell you what, I’'d feel a lot

better about this if we had the results of your first well.

I'm sure you would too.




CHARLES SAMUEL BARTLETT, JR : Well, we’ve got twg

wel l's for nodels already that were drilled.

BRUCE PRATHER: Yeah, | just think we mght be 4

little bit too presunptuous.

CHARLES SAMJEL BARTLETT, JR : | w sh they had been

abl e to produce a | ot |onger---.

BRUCE PRATHER Yeah.

CHARLES SAMJEL BARTLETT, JR : —but in a way---.

BRUCE PRATHER Well, see the thing about it, if

you had a well here then | can see sitting the units up. I
could understand what vyou’re doing. What we'’re talking
about, we’re talking about presumptions and I have a probl en
Wi th it.

CHARLES SAMUEL BARTLETT, JR : Your background is

geol ogi cal engineer or what is---?

BRUCE PRATHER: I’'m a geologist.

CHARLES SAMUEL BARTLETT, JR : Just a geol ogi st. I

t hought naybe you were speaking of the engineering part of
i t.

BRUCE PRATHER: No, I’ve done---.

MARY  QUI LLEN: You’re not a geologist. A\

geol ogi st.




BRUCE PRATHER: I've done my  part of the

engi neering part of it too.

CHARLES SAMUEL BARTLETT, JR.: Ckay.

BUTCH LAMBERT: Gentlenen, reading...l have two
maj or concerns with this application and | wll talk fron
the regulatory standpoint first. 45.1-361.20, it sets out

specific issues that have to be addressed in your
appl i cation. Sitting here and listening to your
presentation, | would like to refer you to item nunber two
in the list under B. It says, “Whether the proposal would
unreasonably interfere with the present or future mning of
coal or other minerals.” I understand there is no coal in
t hat area. But, what is the potential inpact for mnerals
in that area...mneral mining in that area and that’s what]
we need to be concerned about in this area as well. W
haven’t heard any testimony as to the minerals in that
| ocati on. Al so, secondly, we received a letter from a4
person, Susan Fine, again, she’s objecting to this
application and she raises sone pretty nmajor concerns in
here that | think this Board nust consider. One of those is
the potential for endangered species in that WIf Run area.

| think the Board needs to be or needs to feel confortable




that there’s not going to be any inpact on the environnent
as it relates to endangered species which have been
identified by the nature conservancy that’s listed in that]
ar ea. Il will ask that you attenpt to address both that
section that I read at 45.1-361 and also any..any
envi ronment al inpact studies you have done on that area as
it relates to endangered species.

CHARLES SAMUEL BARTLETT, JR: First of all on

m nerals that may be potentially utilized in the area, the

only thing that I’'m aware of 1is sandstone, which can be

quarri ed. There are sone old quarries wthin the ared
outlined. I don’t think there’s an active one of any sort
at the present time. It’s within the boundaries shown.

There’s limestone, but they’re limestone quarries too that
are closer to the market up and down the interstate and |
don’t think any of these limestone are present within the
outlined area that would be potentially wutilized for
creating linme for fertilizer or |linmestone rock for roads and
highways and whatever. There’s nothing that I know of and |
have studies the geology of this area quite thoroughly that
| can think of that would be a mneral deposit that would be

econom c to go after other than going down and drilling the




wells for what’s underground.

On the environnmental part, no, | wll readily,
admt that we have not |ooked into that. But, is there
something in this lady’s letter that speaks to a specific
creature?

BUTCH LAMBERT: Yes, sir, M. Bartlett. She has

identified one species of plant and don’t ask me to produce
t he name. |t is...it is...we have a picture of it and it’s
nore of a flowering shrub. She has identified it close to
one of your proposed access roads.

SHARON Pl GEON: M. Yarbough, do you have a copy of

this letter?

JONATHAN YARBOUGH: | do not have a copy of that

| etter.

SHARON PIGEON:. Do you have copy that you could

share with hi nf

BUTCH LAMBERT: Yes.

DONNI E RATLI FF: He can have m ne.

BUTCH LAMBERT: He can have m ne.

CHARLES SAMUEL BARTLETT, JR : Let ne answer as the

best | can at this point that we all are famliar with the

footprint o a gas well |ocation about an acre and wherever




possible...just like | was out yesterday |ooking at 4
| ocation, it was already open and the cows were grazing it
and there was an existing road up to it. That is what we
Wi | | try to maintain. | am not sure what this
creature...this plant |ooks like, but if soneone is famliar
with its appearance could show us that, we’ll be happy t9g
| ook and see if there are any of those in the area where

we’ re planning to drilling a well.

BUTCH LAMBERT: That...M. Bartlett, that goes

directly back to the question that Ms. Dye raised in the
wel | | ocation and where you plan to place these wells. | f
you have sone endangered species in that area, that may
cause you to have to nove a well.

CHARLES SAMUEL BARTLETT, JR. : That’s possible.

BUTCH LAMBERT: And I'm sure that’s the point that

Mrs. Dye was trying to raise that that’s a concern that she
has of trying...of having to relocate wells. So---.

CHARLES SAMUEL BARTLETT, JR : Well, I don’t know

what we’re normally required to do. In the coal fields
where you’ re drilling lots and lots of wells were
envi ronnent al searches required there or this being---?

BUTCH LAMBERT: Mst of the areas where coal and




gas wells in the...this end of the area we do have
statenments of environnental inpact especially wth coa
permts. They are required to produce a statenent that they
are not only threatened or endangered species in that area.
So...and that covers nost of the gas well activity as well.
We don’t have that kind of information on this particulan
ar ea.

AQUS THORNSON: I'm somewhat familiar with this

pl ant having heard froma fellow up in Marion by the nane of
Newman, | believe it is. Jack Newran.

COURT REPORTER Sir, can you speak up?

@QUS THORNSON:. He nentioned this plant at Abrans

Falls. There’s no possible way for anybody to get with a
four wheel on Abrans Falls. As you recall, probably several
peopl e have wal ked across the top of these falls and fallen
to their death. It'’s a very 1inaccessible area. I
don’t...you’re not going to find anything there besides a
hel i copter. That would be doubtful.

CHARLES SAMUEL BARTLETT, JR: Not if the trees are

i n the way.

AQJS THORNSON: But he did nention the fact, |

t hi nk, National Geographic pointed this out as being a very




rare plant and certainly in very wet |ocation.

CHARLES SAMUEL BARTLETT, JR : I’'m just---.

BUTCH LAMBERT: And as the letter pointed out, it

was found on a |ocation adjacent to a proposed haul road or
@ proposed road in that area, which raises sonme concern for
us a Board.

QUS THORNSON: They were doing sone devel opnent,

and I guess it’s still going on, down the Abrams Falls road
and they really...they nmade it best getting up to their
property. But as far as getting down, I don’t...you have tg
wal K.

BUTCH LAMBERT: But I think we’re concerned with

the potential of that plant being anywhere adjacent to that
Abrans Fall area that mght be inpacted by drilling
activities.

AQUS THORNSON: Ri ght .

BUTCH LAMBERT: But, anyway, that...| bring that up

as an issue that this Board is going to have to address that
| etter and those comments are in that letter. W need to
feel comfortable that activities that we approve won’t have
any affects on that...she called it a threatened species.

I'm not sure if it’s an endangered species yet or not.




CHARLES SAMUEL BARTLETT, JR : Well, that’s a biq

di f f er ence.

BUTCH LAMBERT: That’s a difference.

CHARLES SAMUEL BARTLETT, JR. : Yes.

BUTCH LAMBERT: And whether it’s a state or a

federal 1listed species. We’re not sure of that. But,
agai n, going back to section 45.1-361.20, you know, we heard
t esti nony from each and every i ndi vi dual about
qualifications, but we haven’t heard any direct testimony as
it relates to each one of those sections of regul ations. I
think that’s going to be important for this Board to be able
to nove forward is to hear testinony on each and every
regulations that set out in that section of law. So, that'’s
my comrents. Questions fromthe Board?

DONNI E RATLI FF: Mr. Chairman. I'd like to see new

maps without the 40 acre grids. If you’re proposing a 160
acres with a 300 foot offset, then that’s what we need t9g
see. You’re going to have to address the mninuns on the
statewide spacing how you’re going to...how you’re going to
address that. But with statewide spacing you can’t put foun
wells in...you can’t put a well in any of those four acreg

units...40 acre units. You’re |ooking at one well per unit




ri ght now.

CHARLES SAMUEL BARTLETT, JR : That’s right. If we

cane to any desire or reason and rational to drill nore than
one well in there, we’d be asking you for increased density
I i ke---.

DONNI E RATLI FF: Ri ght.

CHARLES SAMUEL BARTLETT, JR.: ---you’re doing

over in the coal fields.

DONNI E RATLI FF: That’s right.

CHARLES SAMUEL BARTLETT, JR : And we’d have tg

argue that that would be desirable.

DONNI E RATLIFF: So, | would take out the 40 acre

units and show t he 160.

CHARLES SAMUEL BARTLETT, JR : W can readily nake

t hat map so you can see it better
KATI E DYE: | have one nore comment.

BUTCH LAMBERT: Ms. Dye.

KATIE DYE: Yes. | was hoping that you m ght could
provide us like with your...a hard copy of your geol ogical
data and maybe your research on this field and as, you know,
the research and whatever vyou’re using to back these 160

AaClr es.




CHARLES SAMUEL BARTLETT, JR : You’re asking for 4

geol ogi cal map?
KATIE DYE: | guess or any research that has been
done based on this coal field.

CHARLES SAMJEL BARTLETT, JR: Well, | could do it,

but I'm just not certain that that would be a requirement tg
reveal proprietary information.
KATI E DYE: | under st and.

CHARLES SAMUEL BARTLETT, JR : You know, we’ve

spent a lot of time...I’ve spent a lot of time in mapping
and drawi ng up diagrans and cross sections and all of that
for the field and once it becones public record then song
peopl e that mght use it to our ill effect.

KATI E DYE: | understand perfectly.

CHARLES SAMUEL BARTLETT, JR : So, I’d be happy to

show it to you, but I hopefully wouldn’t have to present it.

BRUCE PRATHER: | think the State of Tennessee does

have something on the Early Grove Field, don’t they?

CHARLES SAMJEL BARTLETT, JR.: Pardon ne?

BRUCE PRATHER: | think that the State of Tennessee

does have a...sone sort of a docunent on the Early G ove

Fi el d.




CHARLES SAMUEL  BARTLETT, JR.: The State

Vi rgi ni a does.

CHARLES SAMJUEL BARTLETT, JR : Yes. There is
publ i shed article that has sone of the geology on it.
CHARLES SAMUEL BARTLETT, JR : | have reviewed th

and extended it and it’s a lot more work.

| i ke cattle, is this area primarily farmng? |Is it renote?

CHARLES SAMUEL BARTLETT, JR : No, it’s primari

gr om ng trees.

SHARON PI GEON: He’s saying yes and you’re sayi

No.

CHARLES HALE: The well sites that I’ve been

potential well sites. They were in pastures. But that

BRUCE PRATHER: Yeah. I think they do, don’t they?

BRUCE PRATHER  That mght take <care of her

quest i on.

CHARLES SAMUEL BARTLETT, JR : Ckay. Yeah, there
is a Division of Mneral Resources Bulletin that | could get
vou that has a pretty good picture of it. That’s publidg
record.

KATIE DYE: One other thing that you nentioned,

were, you know, in pastures and we’ve Dbeen to threeg

of
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t hr ee out
of - - -.

CHARLES SAMUEL BARTLETT, JR : That’s because we’ve

been going to the open areas.

CHARLES HALE: A lot of ticks.

CHARLES HALE: Yes, sir.

CHARLES SAMUEL BARTLETT, JR.: Do you have sone

other specific items there that we did not cover? I'd be
glad to try to answer them if we’ve overlooked something.

BUTCH LAMBERT: Well, there’s several under that

section. I don’t think it would be appropriate for us tg

read down through that section and allow testinony on each

one. This is written documentation that we’re going to have
to have to make the determination. So, what I'm going to do
is ask that this be continued until next nonth and ask that

you go back and look at that section a while and address
each section. Al so, that you will be prepared to address
the letter that we have received that we just handed to
Counsel. |If | can have that in---.

CHARLES SAMUEL BARTLETT, JR: A little further on

that letter that vyou have, I'm not sure Wwhat our

responsibility is. None of us are biologist or botanist or




what ever . We are geol ogist and engineers and surveyors and
so forth. Are we expected to hire a person like has witten
this letter to survey this entire area or what is our
responsi bility?

BUTCH LAMBERT: Well, M. Bartlett, | think what

the Board is going to ask you to do is to address the
comments in that letter. If that requires you to hire 4
pr of essi onal whose versed in locating that plant, then that
may be what you have to do. | 'm not...this Board isn’f
directing you what to do. We’re just asking you to address
t he objections in the letter.

CHARLES SAMUEL BARTLETT, JR : Well, I'm trying

to...sure. Well, we’ll try to do our best to do so. In---.

SHARON PIGEON: You mght start with the Nature

Conservancy since they have done a survey and have
i nformation that should be readily available to you and then
vou can decide from that what you need to do. But it’s your
responsibility to put your case on and not to have the Board
put it on for you.

CHARLES SAMUEL BARTLETT, JR : What I'm thinking is

before we present the information for approval of the entire

field rules, an entire survey of the entire area when we nay|




have well drilled the first three wells and they’re all dry
hol es and we’ve wasted a lot of effort there. If we confine
it to when we propose a unit that we search where the road
is and where the well site is for these endangered species
then that would be a nmuch nore feasible thing to do and 4
| ot | ess extensive.

JONATHAN YARBOUGH: Mr. Chairman, we’ll figure out

how to address the letter and we’ll get back to you.

BUTCH LAMBERT: Again, Mr. Bartlett, we’re not

going to...we don’t want to tell vyou how to do your
busi ness. We just are asking you to address the objections
in the letter.

CHARLES SAMUEL BARTLETT, JR : Ckay.

BUTCH LAMBERT: Okay. And---.

MARY QUILLEN:. M. Chairman, | think we also need

to go through these proposed field rules very carefully
because | have found a <couple of things that are
questionable in my mnd and have this...work with the folks
in the gas and oil office as we review these. Because this
is...you know, this is a whole new set of rules for a whol ¢
new area and | really believe that, you know, we need

expertise from the gas and oil division on these field




rul es.

BUTCH LAMBERT: I think that’s all the more reason

t hat we need to probably continue this one until July.

MARY QUI LLEN: At | east.

BUTCH LAMBERT: 1’Il ask you folks. 1Is July enough

time or would you like to extend until August?

CHARLES SAMUEL BARTLETT, JR : We’ll try.

JONATHAN YARBOUGH: Let’s go ahead and do it for

August for right now, M. Chairnan.

BUTCH LAMBERT: August, okay.

BRUCE PRATHER M. Chairman. Are there any tinber

pr obl ens? | notice in looking at your map everything is
green. So, I assume that’s a forest. Are there any timber
conpanies in here or any tinbering going on that you know
of ?

TONY HOLBROOK: Not at this tine.

BRUCE PRATHER Ckay.

CHARLES SAMUEL BARTLETT, JR: Not at this tine.

There has been in the past.

JONATHAN YARBOUGH. M. Chairman, could we al so get

t hose other docket nunbers noved to August where we

previously had themin July.




BUTCH LAMBERT: You want those noved to August as

wel | ?

JONATHAN YARBOUGH: Yes.

BUTCH LAMBERT: So, the previous docket item read

i n docket item eight and docket item thirty-eight wll be
cont i nued August.

MARY QUI LLEN: They have several nore itens on the

agenda. But | think that---.

JONATHAN YARBOUGH: W would go ahead and conti nue

all of our itens until the August---.

MARY QUI LLEN: | woul d strongly suggest that.

BUTCH LAMBERT: Ckay.

MARY QUILLEN: 1TIt’s eight, nine, thirty-seven,

thirty-eight and thirty-nine.

BUTCH LAMBERT: Ckay, calling itemthirty-seven. A

petition from Sout heast Land & M neral, LLC requesting to be
named unit operator for each of the units for the proposed
Wol f Run Conventional Gas Field, docket nunber VGOB-10-0615-
2738 will be continued until August . And calling
petition...or item nunber thirty-nine, a petition fron
Sout heast Land & Mneral, LLC for creation of a 160 acre

conventional gas well unit D4, docket nunber VGOB-10-0615-




2740 also will be continued until August. Ckay, thank you,
gent | enen.

DAVI D ASBURY: Wuld it be appropriate if the Board

menbers have specific questions that you channel your
questions through us and we can then contact the operator?

BUTCH LANMBERT: Certainly, if you have any

guestions before our August neeting on this, that would be
an appropriate way to do it, yes.

DAVID ASBURY: And as we...as we get information

back from the operator then we can share it with the Board.
Woul d t hat be appropriate?

BUTCH LAMBERT: Yes.

DAVID ASBURY: And also sonething under the sane

statute that you quoted, under 361.20 under E it tal ks about
this particular case where the Board doesn’t have sufficient
evidence at the hearing and <can continue that unti
sufficient evidence is gathered and it involves boundaries,
drilling units, shape and allowable production from that
field and the field boundaries. So, that doesn’t apply.

BUTCH LAMBERT: Thank you, gentlenen. Ladi es and

gentlemen, we’re take an hour for lunch. So, we’d ask you

to be back in one hour.




(Lunch break.)

BUTCH LAMBERT: Now, it’s a little bit after one.

It'’s time to get started Dback. Before we do, I think Mr.
Asbury has sone remarks.

DAVI D ASBURY: | do. Thank you, M. Chairnman.

Fromtinme to tine we like to recognize our Board nenbers for
sone achi evenents that they have acconplished to awards that
t hey have received. Several nonths ago, M. Qillen was
recognized for her contribution. Just recently we’ve
| earned that M. Ratliff was awarded the 2009 outstanding
citizen of the vyear in Wse County for his many
contri butions. | have a piece of an article where M.
Ratliff was honored for his contributions as outstanding
citizen of the year award. “The committee received many
commendations and nominations for this year’s award.
However, Donnie is one of +the strong pillars of the
community in his citizenship.” He has a 1lengthy 1list of
accol ades and great qualities that he has contributed to the
citizens and particular the county there in Wise. “For mors
than thirty years he has given generously to the area wth
no expectation of anything in return.” The paper goes on to

say that it was not possible to list all of his volunteer




services 1in the many month’s time that he has dedicated tog
not only the community but the citizens of not only Wse
County, but that of Southwest Virginia. It says, “He’s
heavily involved with the Msonic Lodge, which at its very
core IS a given organization. Many children have been the
beneficiaries of the given nature of this organization as a
result of the |eadership and involvenent. He has nmde &
trenmendous inpact on the lives of the children and their
famlies throughout his work. He works to arrange

transportation for injured children to specialty hospitals

and burn centers. He doesn’t handle details over the phone
as many woul d do. He personally goes to the hospitals to
assist the family.” It goes on page after page about

Donnie’s good works and the things that he does with the
Harvest Care Ministries. “He serves on dozens of state and
local Boards including organizations by Governors’ Warner,
Governor Allen, Governor Robb and Governor WIder on many
state Boards including the Virginia Gas and QG| Board. He
has done many of these wonderful things for his county
Wi t hout receiving the recognition and credit that he
deserves for nmany years. Donni e has been there and wlling

to continue his work and be there for the citizens of Wse




County to make it and the citizens of Southwest Virginia a
better place to live.” So, Donnie congratulations.
(A aps.)

BUTCH LAMBERT: Ladies and gentlenen, we’ve had

some comments from folks in the audience that can’t hearn
what’s taking place here in these sessions. So, we’ll
remnd you to please speak up so that everyone will be able
to hear. | know the air conditioner is running and that
makes it a little nore difficult. Just to conment on the

sound system Russell County is working very hard to try to

figure out a sound system that wll fit this room and wll
fit the costs. We understand that sone systens that they
have been priced are upwards of $10,000. But they have

promised they’re working with wus and they’re doing thein
best to try to get us a sound system and we appreciate that.
So, if you could, please renenber to speak up. The next
item on the docket is item nunber ten. A petition from EQTI]
Production Conpany for nodification of the Nora Coal bed Gas
Field to allow one additional coal bed gas well to be drilled
Wi thin each of the 57.77 acre Nora units identified as AH
77, Al-75, A-76, A-77, A-78, AJ-75, AJ-76, AJ-77, AJ-T78,

AK- 74, AL-74 and AL-75, docket nunmber VGOB-89-0126-0009-65.




VWw, what a bunch of nunbers. Al parties wshing to
testify, please cone forward.

JIM KAISERR M. Chairman and Board, Jim Kaiser,

Abby Tonkiewicz and Rita Barrett on behal f of EQT]

Pr oducti on. If the Board thinks fit, we do have sone
housekeepi ng. W have item ten through thirty-one of the
docket today. W are going to wthdraw eight of those

applications if you want to do that now in case there’s someg
fol ks that are here for one of those hearings.

BUTCH LAMBERT: Yes, 1let’s go ahead and do that

ri ght now.

JIM KAl SER Ckay. Do you want ne just to give

you. ..do you want the docket nunber or the item nunber
t hat---7?

BUTCH LAMBERT: Just give us the docket nunber and

I’11 read them when we get done.

JIM KAl SER Ckay. Do you want themall ?

BUTCH LAMBERT: Pl ease.

JIM KAl SER: Ei ght een, ni net een, t went y- one,

t went y-two, twenty-three, twenty-si X, twent y- ei ght and
thirty.

DAVID ASBURY: Are all of those wthdrawn, M.




Kai ser ?

JIM KAl SER: Yes, sir.

BUTCH LAMBERT: Let ne just go through and read

t hose real quickly. Docket item eighteen, a petition from
EQT Production Conpany for pooling of coal bed nethane unit
VC- 537303 docket nunber VGEOB-10-0615-2723 wll be w thdrawn.
Docket item nineteen, a petition from EQl Production Conpany
for pooling of coal bed nmethane unit VCl -531533 docket nunber
VGOB- 10- 0615- 2724 w t hdr awn. Docket nunmber twenty-one, &
petition from EQI Production Conpany for pooling of coal bed
met hane unit VCI-531532 docket nunmber VGOB-10-0615-2726
Wi t hdr awn. Docket nunber twenty-two, a petition from EQT
Production Conpany for pooling of coal bed nethane unit VC -
531535 docket nunber VGOB-10-0615-2727 w thdrawn. Docket
nunber twenty-three, a petition from EQT Production Conpany
for pooling of coal bed nethane unit VCl-531534 docket nunber
VGEOB- 10- 0615- 2728 wi t hdr awn. Docket item twenty-six, &
petition from EQT Production Conpany for pooling of coal bed
met hane unit VCI-531536 docket nunmber VGOB-10-0615-2731
Wi t hdr awn. Docket item twenty-eight, a petition from EQT
Production Conpany for pooling of coal bed nethane unit VC -

531538 docket nunber VGOB-10-0615-2733 will be w t hdrawn.




SHARON PI GEON: It was twenty-seven and not twenty-

ei ght .

JIM KAI SER. No, twenty-six and twenty-eight. But

now we’ve decide we want to keep thirty. So, it should be
ei ght een, nineteen, twenty-one, twenty-two, twenty-three,
t wenty-si x and twenty-eight.

SHARON PI GEON: Ri ght.

BUTCH LAMBERT: Twenty-si x and not twenty-eight.

JIM KAISER And twenty-eight. You just called

t went y-ei ght.

DONNI E RATLI FF: Yes, you just called twenty-eight.

You’ re right.

BRUCE PRATHER Thirty he wants to keep.

JIMKAISER Thirty I want to keep.

BUTCH LAMBERT: Ckay.

JIM KAISER: So, it’s seven withdrawn instead of]

ei ght .

BUTCH LAMBERT: Ckay.

JIM KAISER: I'm sorry.

SHARON PI GEON: | gave you bad advice there.

BUTCH LAMBERT: So, | was right.

SHARON PI GEON: | was reading his hand signature on




BUTCH LAMBERT: Ckay.

(Wtnesses are duly sworn.)

COURT REPORTER: Abby, can vyou spell vyour |ast

nane?

ABBY TOWKIEWCZ: T-OMK-1-E-WI-C Z

COURT REPORTER: Thank you.

ABBY TOWKI EW CZ: You’re welcome.

BUTCH LAMBERT: You may proceed, M. Kaiser.

RI TA BARRETT

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q Ms. Barrett, if you’d state your name for
the record, who you’re employed by and in what capacity.

A Yes, ny nane is Rta Mdothlin-Barrett.
I'm employed by EQT Production Company in Big Stone...in
Cl i ntwood, Virginia as regional |and nanager.

Q And the first application that we have

today is for a nodification of the field rule to allow for

Jl



an additional well to be drilled in the units I|isted

commonly known as increased density drilling?
A That’s correct.
Q And have all oil, gas and coal owners been

notified of this hearing as required by statute?
A They have.

JIM KAISER: Nothing further of this wtness, M.

Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Kaiser.

ABBY TOWKI EW CZ

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ms. Tonkiewicz, would you briefly go over
for the Board both your educational background and your work
experi ence, please?

A Sure. I received my Bachelor’s of Science

i n geol ogy. For the past nine nonths, | have been enpl oyed




as a geologist at EQl. Previous to that, | worked a year at
EQT in the engineering departnent providing technical
support and then before that | worked as a geol ogist for two
years in an environnental consulting conpany in Pittsburgh.

MARY QUILLEN: One question for her, M. Chairnman.

Where did you earn your Bachelor’s?

ABBY TOWKIEW CZ: Oh, I'm sorry. I went Binghamton

University to a state school in New York.

JI M KAl SER: Suny Bi nghant on.

ABBY TOWKI EW CZ: Suny Bi nghant on, yes.

MARY QUI LLEN: Suny Bi nghant on.

Q Ckay. And today for the purposes of

today’s hearing, have vyou provided...have vyou prepared 4

handout that will help illustrate your testinony as to why
EQT wants to drill these increased density wells?

A Yes.

Q And, I guess, we’ve got them all |abeled as
we'’ re supposed, AA and BB. Yeah, it 1looks 1like 1it. If]

vou’d at this time could go ahead and go through yourn
handout for the Board.
A Absol ut el y. This is...we would like the

Board approval for twelve different grid units to increase




the density of our CBM wells. We’ve provided some previous
production numbers on infills we’ve already drilled in the
field. That’s on Exhibit AA. It’s broken down by 2006,
2007, 2008 and 2009. We’ve drilled a total of 163 increased
density CBM wells with a cunul ati ve production of 5,870 mmcf
at rate of 9.44 mmcf per day. So, we feel that adding these
infill wells will help increase our production. Basi cal |l y,
the follow ng page, Exhibit BB, reiterates that. This is
our production, our gross volunes. The blue line is our
original wells and then the red line represents our
increased density wells. That’s the additional volume off
gas that we have been able to produce in addition to the
origi nal wells. That gas rate is currently as of April of
this year, it’s a little over 16,000 mmcf per day. So, we
beli eve that adding these infill wells would be an excell ent
use of capital for our conpany. Then Exhibit CC just
represents the geographic location of those grids within the
Nora Field. They’re in the northeast of the field. Then
Exhibit DD, it’s Jjust a closeup so you can read the grid
nunbers and those grid nunbers will correspond to what you

have listed in the docket for today.




RI TA BARRETT

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR KAl SER:

Q And you have not received any letters or
noti ces of objection from either coal, o0il, gas or royalty
owners in these units?

A We have not.

JIM KAI SER: Nothing further of these w tnesses at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: | notice on the gross volunes for
you density drilling. On your red and your blue line, in
December of ‘09 it seemed to dive on you. Was the well

shut-in for part of that tine.

ABBY TOWI EWCZ: There was...there was a wnter

st orm we had.

BRUCE PRATHER Ch, okay.

ABBY TOWIEWCZ: And so we had a good nunber of

wel | s that were down. So, that is---.

BRUCE PRATHER: | under st and.




ABBY TOWIEWCZ: Yeah, that’s purely mechanicall

and power related issues. I'm sure you all know exactlyj
what I’'m talking about.

BUTCH LAMBERT: Any further questions from the

Boar d?
KATI E DYE: Yes, M. Chairman, | have a question.

BUTCH LAMBERT: Ms. Dye.

KATIE DYE: Do you already have one well in these
12 units drilled currently?

ABBY TOWKI EW CZ: Yes, we do.

KATI E DYE: Thank you.

ABBY TOWI EW CZ: You’re welcome.

BUTCH LAMBERT: Any further questions from the

Boar d?
KATIE DYE: | just have one nore coment here.

BUTCH LAMBERT: Ms. Dye.

KATIE DYE: On page three of your application, you
don’t reflect the AH-77 in the AJ-77, but it is on Exhibit
A,

RI TA BARRETT: I’'m sorry.

KATIE DYE: On page three of the application where

they’re listed, you don’t show AH-77 or AJ-77. Only 10




wel | s.  But then you have 12.

RITA BARRETT: W definitely AH77 and AJ-77.

Those shoul d have been part of this application process.
KATI E DYE: Well, it is on Exhibit A, but it’s just
not reflected on page three, at |east on m ne.

RI TA BARRETT: That’s a mistake on the application.

Those units were to be incl uded.

JI M KAl SER: So, it’s not on the cover page?

KATIE DYE: It’s not on the third page. This one,
where you’ve listed the wells.

SHARON PI GEON: The first page of the application.

JIM KAl SER: Ri ght.

BUTCH LAMBERT: Does your notice reflect AH 777

RI TA BARRETT: It does. This is all Range Resource

property. They got notice. They would have gotten this.

JI M KAl SER: They woul d have gotten this. Yeah.

RI TA BARRETT: Yes.

JIM KAl SER: Which is probably what they woul d have

got rather than the heading. We’d be more than happy to
suppl enrent the application with a corrected first page to
reflect those two additional units.

RI TA BARRETT: And we will also give you the units




t hat (inaudible)...the existing wells.

BUTCH LAMBERT: Any further questions?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: We’d ask that the application be

approved with the resubm ssion of a correct first page to
t he application.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al nmenbers signify by saying yes.)

BUTCH LAMBERT: Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Kaiser. It’s

appr oved.

JI' M KAl SER: Thank you.

BUTCH LAMBERT: The next item on the docket is iten




el even. A petition from EQT Production Conpany for pooling
of coal bed nethane unit VC 537195, docket nunber VGOB-10-
0615-2716. All parties wishing to testify, please cone
f or war d.

JIM KAl SER: M. Chairman, Jim Kaiser and M.

Jonat han York for EQT Production.
(Jonat han York is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kaiser.

JIM KAISERR M. Chairman, in accordance with al

meno that the Board sent out on June the 2nd asking for sone
addi t i onal mappi ng information. To the best of ny
know edge, | guess on every how many of these poolings that
we’ve got left, we have been able to provide Mr. Asbury with
t hat i nformation.

BUTCH LAMBERT: Ckay.

JIM KAISER. | just wanted to point that out. W

have been able to conply wth that, vyou know, in &
relatively short period of time and we’ll continue to do s9
goi ng forward.

BUTCH LAMBERT: Ckay. W appreciate that.

JONATHAN YORK




having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. York, if you would...you have given
vour background before the Board, haven’t you?
A Yes, | have.

Q Okay. If you’d state your name and who
vou’ re employed by and in what capacity.
A Jonat han  York, | andman, EQTr  Producti on
Conpany.
Q And do your responsibilities include the
| and involved in this unit and in the surroundi ng area?
A Yes, it does.

Q Are vyou familiar with EQT’s application

seeking a pooling order for well VC537195 dated WMay the

14t h, 20107
A Yes.
Q Does EQI own drilling rights in the unit

i nvol ved here?
A. Yes.

Q Now, prior to t he filing of t he




application, were efforts nmade to contact each of the
respondents and an attenpt nade to work out a voluntary
| ease agreenent with each?
A Yes, there were.
Q What’s the dinterest under |lease to EQT

Wi thin the gas estate in this unit?

A 92. 25%

Q And in the coal estate?

A 100%

Q Are all unleased parties set out at Exhibit
B- 3?

A Yes, they are.

Q So, what remains unleased is 7.75% if the

gas estate?

A Correct.

Q Ckay. And in this particular case, we do
have sonme unknown and unl ocat eabl es?

A Yes.

Q And could you tell the Board what efforts
were made either by yourself or by other folks within the
enpl oyee of EQT to at t enpt to | ocat e t hese

unknown/ unl ocat eabl es?




A Yes. Reasonable efforts were made to
i dentify and | ocate the unknowns by mail outs and in certain
ci rcunstances actually visiting, you know, the last known
addr esses.

Q Ckay. And did you check such things as
deed records, pr obat e records, assessor’s records,

treasurer’s records and then secondary sources such as

i nt er net sear ches, tel ephone directories, famly and
friends?

A Yes.

Q In your professional opi nion, was due

diligence exercised to attenpt to |locate each of the
respondents naned in this application?

A Yes, it was.

Q Are you requesting the Board to force pool

al | unl eased interest |isted at Exhibit B-37?

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

surroundi ng area?
A Yes, | am

Q Coul d you advise the Board as to what those




ar e?
A Twenty-five dollars per acre paid |ease for

five years.

Q And what about the royalty?

A Five dollars per acre.

Q And one-eighth royalty?

A One-eighth royalty, sorry, yes.

Q That’s all right. In your opinion, do the

terms that vyou’ve testified to represent the fair market

val ue of and the fair and reasonabl e conpensation to be paid

for drilling rights within this unit?
A Yes.
Q Now, as to the wunleased parties who are

|isted at Exhibit B-3, do you agree that they be allowed the
following statutory options with respect to their ownership
interest within the unit: 1)Participation; 2) a cash bonus
of twenty-five dollars paid up plus a one-eighth of eight-
ei ghts royalty; or 3) in lieu of a cash bonus and one-ei ghth
of eight-eights royalty share in the operation of the well
on a carried basis as a carried operator under the follow ng
condi ti ons: Such carried operator shall be entitled to the

share of production from the tracts pooled accruing to his




or her interest exclusive of any royalty or overriding
royalty reserved in any |eases, assignnents thereof or
agreenents relating thereto of such tracts, but only after
t he proceeds applicable to his or her share equal, A) 3009
of the share of such costs applicable to the interest of the
carried operator of a leased tract or portion thereof; or B)
200% of the share of such costs applicable to the interest
of a carried operator of an unleased tract or portion
t her eof ?
A Yes.
Q Do you recommend that the order provide
t hat el ections to respondents be in witing and sent to the
applicant at EQI Production Conpany, P. O Box 23536,
Pittsburgh, Pennsylvania 15222, Attention: Christy Shannon
and/ or Al ma Tal | man?

A Yes.

Q Do you recommend that the pooling order
provide that if no witten election is properly nmade by 4
respondent, then such respondent should be deened to have
el ected the cash royalty option in lieu of any participation
bei ng direct or indirect?

A Yes.

=]




Q Shoul d the unl eased respondents be given 30
days from the date that the Board...that they receive the
signed...the executed Board order to file their witten
el ections?

A Yes.

Q | f an unl eased r espondent elects to
participate, should they be given 45 days to pay for their
proportionate share of actual well costs?

A Yes.

Q Should the applicant be allowed a 120 days
followwng the recordation date of the Board order and
t hereafter annually on that date until production is
achi eved, to pay or tender any cash bonus or delay renta
becom ng due under the force pooling order?

A Yes.

Q Do you recommend that the order provide
that if a respondent elects to participate, but fails to pay
their proportionate share of actual well <costs then that
el ection to participate should be treated as having been
W t hdrawn and voi d?

A Yes.

Q Do you recomend that the order provide




t hat where a respondent elects to participate but defaults
in regard to the paynent of actual well costs any cash sun
becomi ng payable to that respondent from the applicant be
paid within 60 days after the last date on which the
respondent shoul d have paid their costs?
A Yes.

Q Does EQI need to establish an escrow

account for this unit?

A Yes, they do.

Q What tracts are...should be included in the
escr ow?

A Tracts 1, 3, 4, 5, 6 and 7.

Q And who should be naned operator under the

force pooling order?

A EQT Production Conpany.

Q The total depth of the proposed well?

A 2,766 feet.

Q The estimated |ife of reserves over the

life of the unit?
A 250 mllion cubic feet.
Q Has an AFE been reviewed, signed and

submtted to the Board as Exhibit C?




A Yes, it has.
Q In your opinion, does it represent &
reasonabl e estimate of well costs?
A It does.
Q Coul d you state both the dry hole costs and
conpl eted well costs for this well?
A The dry hole costs are $150,940. The)
conpl eted well costs are $369, 839.
Q Do these costs anticipate a nultiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonable charge
f or supervision?
A Yes.
Q In vyour professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAISER. Nothing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?




BRUCE PRATHER: M. Chairman

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER |Is this a Roaring Fork well? I

think it is.

JI'M KAl SER: No, it’s Nora. It’s Nora.

BRUCE PRATHER: I don’t think I have an interest in

this thing on the coal bed. | think | do on the
conventional .

RI TA BARRETT: I’'m I still under oath, right?

COURT REPORTER: Yes.

JI M KAl SER:  Yeah.

RI TA BARRETT: These are in Buchanan County.

SHARON PI GEON: Are they?

BRUCE PRATHER My thing says Wse.

SHARON PI GEON: |Is that what the plat says?

RI TA BARRETT: Is it Wse?

BUTCH LAMBERT: The plat says Wse.

MARY QUI LLEN:. It says Wse.

JIM KAI SER: It’s Wise.

RI TA BARRETT: I’'m sorry.

SHARON PI GEON: See why we didn’t call you?

RITA BARRETT: No, | was reading sonething fron




Buchanan County and | thought we were on those wells. Yes,
this is part of the Roaring Fork.

BUTCH LAMBERT: Any ot her questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: Mr. Chairman, we’d ask that the

appl i cati on be approved as subm tted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.

BUTCH LAMBERT: | have a notion to approve. Do |

have a second?
KATI E DYE: Second.

BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al menbers signify by saying yes, but Bruce
Prat her and Donnie Ratliff.)

BUTCH LAMBERT: QOpposed, no.

BRUCE PRATHER: Abst ai n.

DONNI E RATLIFF: 1711 abstain.




BUTCH LAMBERT: Two abstentions, M. Prather and

Mr. Ratliff. Thank you, Mr. Kaiser. It’s approved.

JIM KAI SER: Mr. Chairman, I’ve just word from my

client that we W sh to withdraw number twelve that vyou’re
going to call now too.

BUTCH LAMBERT: Calling docket item nunber twelve.

A petition from EQI Production Conpany for pooling of
coal bed nethane unit VC 536325, docket nunber VGOB-10-0615-
2717 will be wthdrawn. Calling docket item thirteen, a
petition from EQI Production Conpany for pooling of coal bed
met hane unit VCI-538739, docket nunmber VGOB-10-0615-2718.
Al | parties wishing to testify, please cone forward.

JIM KAISERR M. Chairman, again, Jim Kaiser and

Jonat han YorKk. The mne works exhibit that you just
provided you with has got the...if you look at the |egend,
the very first well listed VCI-538730 is what it says. | t
shoul d say 538739, which is this well.

DAVI D ASBURY: This one is right.

JIM KAISER Ch, that one is right. CGood. Agai n,

we’ve provided the additional information.

BUTCH LAMBERT: The one that just came around?

JI'M KAI SER  Yeah. If you look at the first wel




that’s listed in the legend, the last number should be a 9
i nstead of a 0. Are you with ne? 53---.

SHARON Pl GEON: Ch, down here at the bottom

BUTCH LAMBERT: Onh, | gotcha. | see. | see.

DONNI E RATLI FF: I n the | egend.

BUTCH LAMBERT: Yes. In legend. Ckay.

MARY QUI LLEN: It should be 739 instead of 7307

BRUCE PRATHER Unh-huh. Unh- huh.

BUTCH LAMBERT: You may proceed, M. Kaiser.

JONATHAN YORK

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. York, do your responsibilities include
the | and involved in this unit and in the surroundi ng area?

A Yes, it does.

Q And does EQI own drilling rights in the
unit invol ved here?

A Yes.

Q Agai n, prior to the filing of t he
application, were efforts nmade to contact each respondent

and an attenpt nmade to work out a voluntary | ease agreenent




W t h each?

A Yes.
Q What’s the percentage under |ease to EQT in
t he gas estate?

A 0%
Q And what percentage of the coal estate is

under | ease to EQI?

A 91. 29%

Q Are all unleased parties set out at Exhibit
B- 37

A Yes.

Q And, so, 100% of the gas estate remains

unl eased and 8. 730% of the coal estate renmi ns unl eased?
A Correct.
Q Ckay. And we do have unknown and

unl ocateables in this unit?

A Yes, we do.

Q That specifically being the Yellow Popul ar
tract?

A Yes, Tract 1.

Q Has EQT had a certified title exam nation

of the records performed on this particular tract that we’re




escr ow ng?

A Yes.
Q Okay. And after that title exam nation was
performed were there extensive curative efforts nmade both by
the exam ning |aw firmand by EQT personnel ?

A Yes.

Q Ckay. And in your professional opinion
was due diligence exercised to Ilocate each of the
respondents naned in Exhibit B?

A Yes, it was.

Q Are you requesting the Board to force pool

al | unl eased interest |isted at Exhibit B-37?

A Yes.
Q Again, are you famliar wth the fair
mar ket value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.
Q Could you advise the Board, again, as to
what those are?
A Twenty-five dollars per acre with a five
year paid up | ease and a one-eighth royalty.

Q In your opinion, do the terms that you’ve




just testified to represent the fair and reasonabl g
conpensation to be paid for drilling rights within this
uni t?

A Yes.

JIM KAl SER: Mr. Chairman, at this time, I’'d ask

that the testinony regarding the statutory elections
af f orded any unl eased parties taken previously in item 2716
be incorporated for purposes of this hearing.

BUTCH LAMBERT: Accept ed.

Q Ckay. In this particular, does the Board
need to establish an escrow account for this unit?

A Yes.

Q For proceeds attributable to just Tract 1,
i s that correct?

A Correct.

Q Ckay. And Tract 2, both the gas estate and
coal estate is under |ease to CNX?

A Yes, it is.

Q And CNX and Levisa have a royalty split
agreenent as is reflected in...I'm sorry, the Pobst/Combs
and Levisa have a royalty split agreenent as reflected in

Exhibit EE to this application?




A Yes.
Q Ckay. And who should be naned operator

under the force pooling order?

A EQT Production Conpany.

Q The total depth of the proposed well?

A 2,538 feet.

Q The estimated reserves over the life of the
unit?

A 225 mllion cubic feet.

Q Has an AFE been reviewed, signed and

subm tted to the Board as Exhibit C?
A Yes.

Q In your opinion, does it represent 4
reasonabl e estimate of well costs?

A Yes, it does.

Q Coul d you state both the dry hole costs and

conpleted well costs for this well?

A The dry hole costs are $165, 898. The
conpl eted well costs are $372,000...1 nean, $372, 358.
Q Do these costs anticipate a nultiple

conpl eti on?

A. Yes.




Q Does your AFE include a reasonable charge
f or supervision?

A Yes.
Q In your professional opinion, would the
granting of this application of this pooling application be
in the best interest of conservation, the prevention of
wast e and the protection of correlative rights?

A Yes.

JIM KAISER Nothing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: M. York, do you know who did the

chain of title work for Yell ow Popul ar?

JONATHAN YARBOUGH: McKinnis & Scott.

BUTCH LAMBERT: Ckay. Thank you.

BUTCH LAMBERT: Any ot her questions fromthe Board?

MARY QUILLEN. M. Chairman, | have just...going

back to that chain of title, this has been sonething that
has been requested that be provided by all of the gas
oper at or s. Just for our own information, ny information
particularly, and anybody else that is interested in this.
That chain of title for this particular one because this has

been an item that has shown up quite often over the years




t hat Yel | ow Popul ar Lunber Conpany that chain of title shows
t here has been no activity by anyone for that conpany. I's
t hat correct?

JI' M KAI SER: Yes, that’s correct. In fact...well,

et me...I’11 let Mr. York kind of answer this question, I

guess.

JONATHAN YORK

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR KAl SER

Q In addition to what we’ve testified to
previously as to the title work that was perforned and the
curative that was perfornmed, did EQI recently have one of
t heir abstractors, pr obably their nost experi enced
abstractor go back in and kind of recheck the title and make

sure that there hadn’t been any changes?

A Yes, we did.

Q And did he find that the way that we’re
representing the title on this particular tract to still be
accur at e?

A He found the title that we had was still

accurate, yes.




JI M KAl SER: Thank you.

SHARON PIGEON: In your testinony, you testified

t hat substantial curative efforts had been undertaken. What
does t hat nean?

JIM KAl SER: Okay. At this time, I'm going call

anot her witness, if I may. M. Scott.

BUTCH LAMBERT: Wiile M. Scott is com ng forward,

| need to update the Board. | think all of the Board
menbers got a copy of the nenop that was sent out to the
operators requesting...actually it went to Range Resources
and EQI requesting information on the Galley Friend/ Yell ow
Popul ar Lunmber  Conpany unknown and unl ocat eabl e. A
request...the note requested that information be submitted
to David Asbury before June the 15th, today...which is
t oday. W did receive...l did receive a request to extend

that date until the July neeting. W granted that request

so they could get that information. The date of neno was
July the 2nd. It was kind of little short notice for those
f ol ks.

SHARON Pl GEON: June the 2nd.

DONNI E RATLI FF: June the 2nd.

BUTCH LAMBERT: June the 2nd, I'm sorry. So, those




request were granted to extend that date until the June
meeting or July neeting.

JIM KAl SER Ckay. Wul d you...do you want us to

wait until then then?

BUTCH LAMBERT: Ms. Qillen, would you like to

proceed with that or wait until the next---?

MARY QUILLEN. | think we could probably just go

ahead and proceed with this one. They have---.

JI M KAI SER: That’s fine.

BUTCH LAMBERT: Ckay.

MARY QUI LLEN: They have---.

JI M KAl SER: That’s fine. You know, 1if---.

MARY  QUI LLEN: You all have...you all have

subm tted that, did you say?

JIM KAl SER. No, we have---.

BUTCH LAMBERT: No, they have not.

JI'M KAl SER ---not. W were given an extension

until July. But M. Scott was the exam ning attorney and

he’ s here.

SHARON PIGEON: That information is going to be

presented to Mr. Asbury at the Division. It’s not going to

be presented to the Board.




JI' M KAI SER: That’s correct.

SHARON Pl GEON: And so, I think, with Mr. Scott’s

testimony, vyou’d be in a position to go forward unless you
don’t feel comfortable with that.

MARY QUILLEN: I agree with that. Mr. Scott’s

testinony will serve---.

(Tim Scott is duly sworn.)

TI M SCOTT
having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q Mr. Scott, if you’d state your nanme full

nane for the record.

A Tinothy E. Scott.

Q And you are enployed with---7?

A McKi nnis & Scott in Kingsport.

Q And you have been doing mneral title

exam nations of, gosh, what, twenty or twenty-five years?
A Al most thirty.

Q Thirty?




A Yes.
Q And you did on behalf...at the request at
what tinme was probably what Equitable Resources, you did---7?
A Yes.
Q ---perform a title on this particular
Yel | ow Popul ar tract, correct?
A Yes, that’s correct.
Q And your title showed that the owner of the
gas estate was Yell ow Popular or their unknown successors?
A. Yes, that’s correct.
Q And you examined...in performng that title
opi ni on, you exam ned all of the records avail abl e?
A Yes, that’s correct.
Q And after...because of the peculiar nature
of the bankruptcy and sort of no other conveyances com ng
out of them effecting the gas estate, did you perform on
behalf of EQT, what I’'m going to call extensive and sort of
extraordinary curative efforts?

A Yes. As a mtter of a fact, we...our
office contacted the Secretary of States’ office in Cook
County, Illinois and that’s where Yellow Popular Lumber

Conpany was originally i ncor por at ed. We actual ly




contacted...there were two divisions, one in Evanston and
one in Chicago. | was then told that | could have all of
t he information, you know, of course, providing the cost was
not prohibited and we received the certificate of
i ncorporation...the initial incorporators and basically the
i nformation about when it was admnistrative dissolved,
whi ch was in 1929. So, we al so---.

SHARON PI GEON: We can’t hear you very, Tim, I'm

Sorry.

TIM SCOTT: Pardon me? Oh, I’'m sorry.

JIM KAl SER The big box is blocking him | s that
better?

TI M SCOTT: Ckay.

SHARON PI GEON: Thank you.

TIM SCOTT: We had determned that we had received
all of the information form the Illinois Secretary of

States’ office indicating when the charter was issued and
there were several docunents in the file. It was
fairly...actually fairly bleak indicating when shares were¢
i ssued both preferred and common shares. Then there was an
adm ni strative dissolution of the corporation in 1929. We

al so were aware that Yell ow Popul ar Lunber Conpany had noved




al | over the place. Had several...several of fices
t hroughout the eastern part of the United States i ncluding
New York City. W ultimtely found that they had filed a
bankruptcy petition, which initially was voluntary and then
becane involuntary. At that point...this was in South
Car ol i na. W attenpted to locate the bankruptcy file at
that time and were told that unless we had a bankruptcy
filing nunber they were not going to be of any benefit to us
ask for it because we needed the actual case nunber. So, we
sort of let it drop at that point.

Q And the tract that you perforned the title
search it was roughly a 2,068 acre tract?

A Yes, sir, that’s correct.

Q And is it true that Yellow Popular back in
the early part of the 20th Century, the early 1900s they
al so owned sone other tracts, correct?

A Yes, they did.

Q Ckay. And there could have been different
di spositions of those other tracts, would that be correct?

A And there was. That is correct, yes.

JIM KAISER. Nothing further of this wtness at

this tinme, M. Chairnan.




BUTCH LAMBERT: So, M. Scott, the one tract that

you was able to get the information on, the 2,000 acre
tract, was that Buchanan, D ckenson or Wse?
TIM SCOTT: It’s Buchanan County.

BUTCH LAMBERT: Just sol ely Buchanan County.

TIM SCOTT: And the Galley Friend who was actually
a store owner in Dickenson was the President or Vice
President, | think, of Yellow Popular Lunber at one point.
He actually acted as Trustee. So, you’ll find various deeds
di sposing of assets of the conpany including there was one
| i en hol der who actually took the property back in lieu of 4
f orecl osure proceedi ng. So, you find a nunber of tracts
t hat have been disposed of, but for whatever reason this
tract, even as big as it is, appeared to fall through the
cr acks.

BUTCH LAMBERT: So, | guess, the next question |

woul d have then all of the cases that we are hearing and
have heard on Yellow Popular deal with just that 2,000 acre
tract?

JIM KAl SER: That would be a question that probably

should be addressed to either M. York or M. Barrett. I

could answer it, but I’'m not on the other side. We’ll call




Ms. Barrett. She has been around it a lot |longer than M.
Yor K.

RI TA BARRETT: Yes.

BUTCH LAMBERT: Al of them so far pertain to 4

2,000 acre tract in Buchanan County---.

Rl TA BARRETT: That’s correct.

BUTCH LAMBERT: ---that M. Scott just testified

about .

RI TA BARRETT: That’s correct.

JIM KAISER: So, any force poolings that we’ve

filed over the years involving Yell ow Popul ar have been for
wells drilled on the 2,068 acre tract, correct?

RI TA BARRETT: That’s correct.

JI' M KAl SER: Thank you.

BUTCH LAMBERT: Any further questions?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER: Nothing further, sir. We’d just ask

t hat the application be approved as submtted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN:. Motion to approve.

BRUCE PRATHER: Second.




BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(AI'l menbers signify by saying yes, but Donn.)

BUTCH LAMBERT: Qpposed, no.

DONNI E RATLI FF: | abstain, M. Chairman.

BUTCH LAMBERT: One abstention, M. Ratliff. Thank

you . It’s approved. Calling docket item fourteen. A
petition from EQI Production Conpany for pooling of coal bed
met hane unit VCI-531497, docket nunmber VGOB-10-0615-27109.
Al parties wishing to testify, please cone forward.

JIM KAl SER: Jim Kai ser and Jonat han York. He has

got the m ne work exhibit again.

BUTCH LAMBERT: You may proceed, M. Kaiser.

JONATHAN YORK

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. York, again, do your responsibilities

i ncl ude the I and involved here and in the surroundi ng area?




A. Yes.

JIM KAl SER: And we’ve got some revised exhibits.

BUTCH LAMBERT: Mr. York, if vyou’ll pass youn

exhi bits to...she will hand those out for us and make sure
she has a copy. That would be good to that.

(Exhi bits are passed out.)

Q kay, M. York, this is an increased
density well, correct?

A Yes, it is.

Q And your responsibilities include the |and

i nvol ved here and in the surroundi ng area?

A Yes.

Q Does EQI own drilling rights in the unit
i nvol ved here?

A Yes, it does.

Q And prior to the filing of the application
were efforts nade to contact each of the respondents and an
attenpt nmade to work out a voluntary | ease agreenent?

A Yes.

Q And what is the interest under |lease to
Equitable within the gas estate in this unit?

A 97.822824%




Q And the coal estate?

A 100%

Q And are all unleased parties set out at
Exhi bit B-3?

A Yes.

Q Ckay. Wat remains unleased wthin the gas

estate is 2.1771767

A That’s correct.

Q And the coal estate is 100% | eased?

A Yes.

Q In this particular case, we do have just

one unknown party in Tract 2, is that correct?

A Correct.

Q The Heirs of Enory O yde Presley?

A Yes.

Q And that...in Tract 2 involves the G W

Cook Heirs who we have forced pool ed on several occasions?
A Yes.

JI'M KAI SER: And I'm going to do a little grand

st andi ng here, M. Chairnman. A lot of times we get beat
upon about whether or not we do enough due diligence and

whether or not we’re really trying to find these people.




Vel |, the landman on this particular well was a gentlenen
that’s here today named Mark Draper. Not only did he find
all of these G W Cook Heirs except one, they like him so
much they invited him to the family picnic. We’ve got 4
letter of evidence in that that we’d like to go ahead and
put into the record. I think it’s important to note those
ki nd of things because when we started with this heirship,
there was a bunch of them that weren’t...that all of the
different heirs didn’t know where the other ones where.
What that letter does is basically thank him for, you know,
finding themand getting everybody back together.

BUTCH LAMBERT: Congratul ations. \Were is he? On,

t here he is.

MARK DRAPER: I’'m one of the family now.

BUTCH LAMBERT: Are you changi ng your nane?

(No audi bl e response.)

Q Al | right. So, in your professiona
opi ni on, due diligence was exercised to |locate each of the
respondent s?

A Yes.

Q And you’re requesting the Board to force

pool all unleased interest listed at Exhibit B-3?




A. Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surrounding
ar ea?

A Yes, | am

Q Could you, again, advise the Board as to

what those are?
A Twenty-five dollars per acre paid up for a
five year termand a one-eighth royalty.
Q In your opinion, do the terms that you’ve
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
W thin this unit?

A Yes.

JIM KAI SER: And at this point, Mr. Chairman, I’d

ask that we incorporate the statutory election option
testinony taken earlier in 2716.

BUTCH LAMBERT: Accept ed.

Q Ckay. M. York, we do...the Board does
need to establish an escrow account for this unit?
A. Yes.

Q And that is for what tract?




A Tract 2...for a portion of Tract 2.
Q It would be all of Tract 2. You’ve got

conflicting clains.

A Ch, vyes.

Q So, it would be all of Tract 2, correct?

A The split is on---.

Q Oh, I’'m sorry. Yeah, explain why we

revi sed our exhibits in this case.

A Yeah, this goes along with when we revised
t he exhibit. W do have a split agreenent between several
of the G W Cook Heirs. The reason we have a reason,

M chael Yelton had |eased...submtted a | ease by the tine of

our application, but we didn’t receive the split agreenent

until after the application. So, we updated that and
highlighted it on the exhibit. So, now he’s included on
Exhi bit EE.

Q So, all of Tract 2 other than that interest

i s subjected...should be escrowed?

A Correct.

Q Ckay. And who should be naned operator
under the force pooling order?

A EQT Producti on Conpany.




The total depth of the proposed well?

Total depth is 2,929 feet.

Q Estimted reserves over the life of the
uni t?

A 250 mllion cubic feet.

Q Has an AFE been reviewed, signed and

subm tted to the Board as Exhibit C?
A Yes, it has.
Q In your opinion, does it represent &
reasonabl e estimate of well costs?
A It does.
Q Could you state the dry hole costs and
conpleted well costs for this well?
A Dry hole costs are $154, 397. Conpl et ed
wel | costs are $396, 064.
Q Do these costs anticipate a nultiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonable charge
f or supervision?
A Yes, it does.

Q In your professional opinion, would the




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

A Yes.

JIM KAISER Nothing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: We’d ask that the application be

approved as submtted with the revised set of exhibits.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(Al menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Opposed, no.




DONNI E RATLI FF: 1711 abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention, M. Ratliff. Thank

vou, Mr. Kaiser. 1It’s approved.

JI' M KAl SER: Thank you.

BUTCH LAMBERT: Calling item fifteen. A petition

from EQT Production Conpany for pooling of conventional gas
wel | V-536901, docket nunmber VGEOB-10-0615-2720. Al parties
W shing to testify, please cone forward.

JIM KAISER M. Chairman, again, it wll be Jim

Kai ser and Jonat han York on behal f of EQT.

BUTCH LAMBERT: You may proceed, M. Kaiser.

JONATHAN YORK

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. York, do your responsibilities include
the land involved in this unit?

A Yes.

Q And you’re famliar with the application
that we filed seeking to pool any unleased interest in this
uni t?

A. Yes, | am




Q Does Equitable own drilling rights in the
unit as depicted at Exhibit A?

A It does.

Q Prior to the filing of the application
were efforts nmade to contact each of the respondents and an
attenpt made to work out a voluntary | ease agreenent with
each?
A Yes.
Q What percentage is under |ease to Equitable
in this unit? This is a conventional well. So, it’s just

t he gas estate.

A Yes. 61.03%
Q Al l unl eased parties set out in B-3?
A Yes, they are.
Q SO 38.97% of the gas estate renmins
unl eased?
A Correct.
Q We do have unknowns in Tracts 2 and 5, is

t hat correct?
A That’s correct.
Q And, in your opinion, were all reasonable

and diligent efforts nmade to |locate and identify these




unknown owners?

A Yes, they were.

Q Coul d you el aborate on what those efforts
wer e?

A Mail outs to | ast known addresses,

visiting...going out and visiting | ast known addresses
physically by contractors of EQT.

Q And in addition, did contractors at EQT
check deed records, probation records, assessor’s records,
treasurer’s records and identify and check secondary sources
such as internet searches, tel ephone directories, famly and
friends?

A Yes.

Q Ckay. In your opinion, was due diligence
exercised to | ocate each of the respondents naned herein?
A It was.

Q Are you requesting this Board to force poo

al | unl eased interest |isted at Exhibit B-37?

A Yes.
Q Again, are you famliar with the fair
mar ket value of drilling rights in this unit?

A Yes, | am




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

A Twenty-five dollars per acre paid up for a
five year termwith a one-eighth royalty.

Q In your opinion, do the terms that you’ve
just testified to represent fair market value of and the
fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A Yes.

JIM KAI SER: Again, M. Chairman, as to the

statutory election options afforded any unl eased parties, we
ask that the testinony taken in 2716 be incorporated for
pur poses of this hearing.

BUTCH LAMBERT: Accept ed.

Q M. York does the Board need to establish
an escrow account for this well?

A Yes, it does.

Q And what tracts...for proceeds attributable
to which tracts?

A Tracts 2 and 5.

Q 2 and 5 out of Tracts 1 through 10, is that

correct...1 through 16, is that correct?




A Yes.
Q And who shoul d be nanmed operat or under any

force pooling order?

A EQT Production Conpany.

Q The proposed depth of this well?

A 5,915 feet.

Q Esti mated reserves over the life of the
unit?

A 750 mllion cubic feet.

Q And has an AFE been revi ewed, signed and

subm tted to the Board as Exhibit C?

A It has.

Q In your opinion, does it represent a
reasonabl e estimate of well costs?

A Yes.

Q Coul d you state the dry hole costs and
conpl eted well costs for this well?

A The dry hole costs are $289,518 and the
conpl eted well costs are $525, 452.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.




Q Does your AFE include a reasonabl e charge
f or supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interests of
conservation, the prevention of waste and protection of
correlative rights?

A Yes.

JI M KAI SER: Not hing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAl SER: We’d ask that the application be

approved as subm tted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN:. Motion to approve.

KATI E DYE: Second.

BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al in favor, signify by saying




yes.
(Al nmenbers signify by saying yes, but Bruce
Prat her and Donnie Ratliff.)

BUTCH LAMBERT: Qpposed, no.

BRUCE PRATHER: Abst ai n.

DONNI E RATLI FF: 1711 abstain, Mr. Chairman.

BUTCH LAMBERT: Two abstentions, M. Prather and

M. Ratliff. Calling docket itemsixteen. A petition from
EQT Production Conpany for pooling of coal bed nethane unit
VC- 537188, docket nunber VGOB-10-0615-2721. All parties

Wi shing to testify, please cone forward.

JIM KAl SERE M. Chairman, again, Jonathan York on

behal f of EQI. W have sone revised | eases or revised
exhibits that will reflect some additional leases that we’ve
pi cked up since the filing of the application. Again, we'’ve
provided M. Asbury with the information that was requested.
(Revi sed exhibits are passed out to the Board.O

BUTCH LAMBERT: You may proceed, M. Kaiser.

JONATHAN YORK

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. York, do your responsibilities include




the land involved in this unit?

A Yes.

Q Does Equitable own drilling rights in this
unit?

A It does.

Q Prior to the filing of the application,

were efforts nmade to contact each of the respondents and an
attenpt made to work out a voluntary |ease agreenent wth
each?

A Yes.
Q So, what percentage of the gas estate is

under | ease to Equitable or EQT?

A Currently, 97.51193%

Q And the coal estate? The gas should have
gone up.

A It did just by...just very little, yeah.

Q Ckay. Well, point...can you point for

the...do you have a copy of that? D d you have an extra
one? Point out for the Board what additional |ease or
| eases were picked up?

A Yes. The revised exhibit is due to our

ongoi ng |leasing efforts. We have...since the application




it appears we have |eased Charlotte Qdle Adkins, which is

hi ghl i ghted on Exhibit B, which changes our |ease percentage

ever so slightly. But it still changes it.
Q By one-thousandt hs maybe?
A Maybe, yeah.
Q But...so, that is good evidence...so, it’s

your testinony that even after Wlhoit & Kaiser files these
pooling applications, you continue to attenpt to try to
| ease these unl eased parties?

A O course. Al ways.
Q Ckay. And all of the unleased parties are

set out at Exhibit B-3?

A Yes.

Q And so what renmins unl eased is—?

A 2.487969%

Q O the gas estate?

A Yes.

Q Ckay. And, again, we have sone unknown and
unl ocat eabl es?

A Yes.

Q And would it be your testinony that all

reasonable and diligent efforts have been nmade and sources




checked to identify and I|ocate these unknown parties
i ncluding primary sources such as deed records, probate
records, assessor’s records, treasurer’s records and then
ancillary secondary sources such as internet searches,
t el ephone directories, city directories, famly and friends?
A Yes.

Q In your professional opinion, was due
di | i gence exercised to |locate each of the respondents naned
in this application?

A It was.

Q Are you requesting this Board to force poo

al | unl eased interest |isted at Exhibit B-37?

A Yes.
Q Again, are you famliar wth the fair
mar ket value of drilling rights in the unit here and in the

surroundi ng area?

A | am

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

A Twenty-five dollars per acre paid up |ease,

five year termand one-eighth royalty.

Q In your opinion, do the terms that you’ve




just testified to represent the fair nmarket value of and the
fair and reasonable conpensation to be paid for drilling
rights within this unit?
A Yes.

JIM KAI SER: Mr. Chairman, again, I’d ask that we

i ncorporate the statutory election testinony regarding the
options afforded any unleased parties first taken in item
2716.

BUTCH LAMBERT: Accept ed.

Q M. York, does the Board need to establish

an escrow account for this unit?

A Yes.

Q And for what tracts?

A Tracts 2, 3, 4 and 5.

Q Ckay. And who should be naned operator

under any force pooling order?

A EQT Production Conpany.

Q The total depth of the proposed well?

A 2,272 feet.

Q The estimated life...estimated reserves

over the life of the unit?

A. 225 mllion cubic feet.




Q Has an AFE been reviewed, signed and
subm tted to the Board?

A It has.

Q And, in your opinion, does it represent 4
reasonabl e estimate of well costs?

A Yes.

Q Can you state the dry hole <costs and
conpl eted well costs for this well?

A The dry hole <costs for this well IS
$118, 920. The conpleted well costs are $342, 251.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonable charge
f or supervision?

A Yes.

Q In vyour professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of
correlative rights?

A Yes.

JIM KAISER. Nothing further of this wtness at




this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

SHARON PI GEON: Could he restate the percentage of

gas leased? I don’t think his testinony matched your
corrected exhibits.
Q I think vyou’re right. Yeah, restate the
percentage of the gas estate that’s under lease.

A The percentage of the gas estate under
lease I didn’t have my...I didn’t have this in front of me,
97.512031%

SHARON PI GEON: Thank you.

BUTCH LAMBERT: Any further questions?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: We’d ask that the application be

approved with the revised set of exhibits to reflect the new
| ease.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

KATI E DYE: Second.

BUTCH LAMBERT: | have a notion and a second. Any

furt her di scussi on?




(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al menbers signify by saying vyes, but Bruce
Prater and Donnie Ratliff.)

BUTCH LAMBERT: Qpposed, no.

BRUCE PRATHER: Abst ai n.

DONNI E RATLI FF:  Abst ai n.

BUTCH LAMBERT: Two abstentions, M. Prather, and

M. Ratliff. Calling item seventeen. A petition from EQT
Production Conpany for pooling of coal bed nethane unit VC -
539006, docket nunber VGOB-10-0615-2722. Al | parties
Wi shing to testify, please cone forward.

JIM KAISERR M. Chairman, again, Jonathan York on

behal f of EQI Production.

BUTCH LAMBERT: You may proceed, M. Kaiser.

JONATHAN YORK

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. York, do your responsibilities include

the land involved in this unit?




Yes.

It does.
Q Prior to the filing
were efforts made to contact each of

| ease to EQI?

A. Yes.

A
Q Does EQT own drilling rights in this unit?
A

the respondents and an

attenpt made to work out a voluntary |ease agreenent wth
each?

A Yes.

Q VWhat percentage of the gas estate is under

A 64. 2%

Q And coal ?

A 100%

Q And all of the unleased parties are set out
at Exhibit B-3?

A Yes, they are.

Q So, 35.8% of the gas estate rennins
unl eased?

A Correct.

Q Ckay. This wunit, again, has a...the gas
estate has a Yell ow Popular Tract init, is that correct?

of the application,




Q And nunber 5...Tract Nunber 5 of the gas
est at e Bobby Owens is al so unknown and unl ocat eabl e?

A Yes.

Q Again, would it be your testinony that all
reasonable and diligent efforts were nade and sources
checked to identify and | ocate any unknown heirs---?

A Yes.

Q ---including primary sources such as deed
records, probate records, assessor’s records, treasurer’s
records and secondary sources such as internet searches,
t el ephone directories, city directories, famly and friends?

A Yes.

JIM KAl SER: And, I guess, we’d also 1like to

incorporate Mr. Scott’s earlier testimony regarding Yellow
Popul ar.

BUTCH LAMBERT: Accept ed.

Q In your professional opinion, was due
di | i gence exercised to locate each of the respondents naned
i n Exhibit B?

A Yes, it was.

Q Are you requesting the Board to force pool

al | unl eased interest |isted at Exhibit B-37?




A Yes.
Q Again, are you famliar wth the fair
mar ket value of drilling rights in the unit here and in the

surroundi ng area?

A I am

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

A Twenty-five dollars per acre paid up |ease,

five year term and one-eighth royalty.
Q In your opinion, do the terms that you’ve
just testified to represent the fair nmarket value of and the
fair and reasonable conpensation to be paid for drilling
rights within this unit?
A Yes.

JIM KAl SER: Again, Mr. Chairman, we’d ask that theg

statutory election option testinony taken earlier in 2716 be
i ncor porated for purposes of this hearing.

BUTCH LAMBERT: Accept ed.

JI' M KAl SER: Thank you.

Q The Board...does the Board...the Board
does...does the Board need to establish an escrow account

for this unit?




A Yes, it does.

Q And for which tracts?

A Tracts 3, 4 and 5.

Q Ckay. And 3 and 5 are for unknowns and 4

is for conflicting clain®
A Yes.
Q And who should be naned operator under any

force pooling order?

A EQT Producti on Conpany.

Q VWhat is the proposed depth of this well?

A 2,415 feet.

Q The estinated reserves over the life of the
unit?

A 300 mllion cubic feet.

Q Has an AFE been reviewed, signed and

subm tted to the Board as Exhibit C?
A Yes.

Q In your opinion, does it represent 4
reasonabl e estimate of well costs?

A It does.

Q Coul d you state both the dry hole costs and

conpl eted well costs for this well?




A Yes. The dry hole costs for this well is
$121,896. The conpleted well costs are $333, 246.

Q Do these costs anticipate a nultiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonable charge
f or supervision?
A It does.
Q In your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of
correlative rights?
A Yes.

JIM KAISER. Nothing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER: Yes. I'd like to add. This 1s anl

i ncreased density well. It is outside the w ndow, but we
Wi || address that in the permtting process with M. Asbury,

and that...the address of that issue will show that there




are no correlative rights issues involved.

SHARON PIGEON: And this is located within the sang

2,000 acre tract, nore or less, that Tim Scott has already
addr essed for you?

JIM KAI SER  No. This...that tract is actually a

unit tract on this well. But, yeah...but the portion of
Tract 3 where the gas estate is owned by Yellow Popular is
part of the 2,068 acre tract, correct. The drill site is
not actually on it.

BUTCH LAMBERT: Any further questions from the

Boar d?

MARY QUILLEN. M. Chairman, just to clarify what
Mr. Kaiser Jjust said. That’s 1it’s include in the unit, but
the drilling site is not on the Yell ow Popul ar---7?

JI M KAI SER: Correct.

MARY QUI LLEN: Ckay. | thought that’s what vyou
sai d.

BUTCH LAMBERT: Any further questions?

(No audi bl e response.)

BUTCH LAMBERT: Anything further?

JIM KAISER: We’d ask that the application be

approved as subm tted.




BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BRUCE PRATHER Second.

BUTCH LAMBERT: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(AI'l menbers signify by saying yes.)

BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Kaiser. It’s

appr oved. Calling docket item twenty. A petition from EQT
Production Conmpany for pooling of coal bed nethane unit VC -
538296, docket nunber VGOB-10-0615-2725. Al | parties
Wi shing to testify, please cone forward.

JIM KAl SER Jonathan York on behalf of EQT

Pr oduct i on.

JONATHAN YORK




DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. York, again, do your responsibilities
i nclude the land involved in this unit?
A Yes.

Q Does Equitable own drilling rights in the
uni t invol ved here?

A Yes.

Q Prior to the filing of the application,
were efforts made to contact each respondent and an attenpt
made to work out a voluntary | ease agreenent with each?

A Yes.

Q What’s the interest under lease to EQT in

the gas estate in this unit?

A 46. 88%

Q And in the coal estate?

A 100%

Q Are all unleased parties set out at Exhibit
B- 3?

A Yes, they are.

Q So, 53.12% of the gas estate renains

unl eased?




A Yes.

Q And that is represented by Tract 2 in the
unit, which is, again, a unit tract and not a drilled site
tract and it’s a another Galley Friend/Yellow Popular Tract?

A Correct.

JIM KAl SER: Okay. Mr. Chairman, we’d as at this

time that...

Q Is this Tract 2 part of the 2,068 Glley
Friend/ Yel | ow Popul ar Tract?

A Yes.

JIM KAl SER  Ckay. So, we would ask that M.

Scott’s earlier testimony be incorporated for purposes off
t hi s hearing.

BUTCH LAMBERT: Accept ed.

Q So, in your professional opinion, was due
di | i gence exercised to locate each of the respondents naned
her ei n?

A Yes.

Q And are you requesting this Board to force
pool all unleased interest listed at Exhibit B-3?

A Yes.

Q Again, are vyou famliar wth the fair




mar ket value of drilling rights in the unit here and in the
surroundi ng area?

A | am

Q Again, could you advise the Board as to
what those are?

A Twenty-five dollars per acre paid up |ease,
five year term and one-eighth royalty.

Q In your opinion, do the terms that you’ve
just testified to represent the fair market value of and the
fair and reasonable conpensation to be paid for drilling
rights within this unit?

A Yes.

JIM KAI SER: Again, Mr. Chairman, we’d ask that we

be allowed to incorporate the statutory election option
testinony regarding any unleased parties first taken in
2716.

BUTCH LAMBERT: Accept ed.

Q M. York, does the Board need to establish
an escrow account for this unit?

A Yes, it does.

Q For what tract?

A. Tracts 2.




Q Ckay. And who should be naned operator

under any force pooling order?

A EQT Producti on Conpany.

Q The total depth of the proposed well?

A 2,402 feet.

Q The estimated reserves over the life of the
unit?

A 230 cubic mllion...230 mllion cubic feet.

Q Has an AFE been reviewed, signed and

submtted to the Board to the application?
A Yes.

Q In your opinion, does it represent 4
reasonabl e estimate of well costs for this well?
A Yes, it does.

Q Could you state the dry hole costs and
conpleted well costs for this well?
A The dry hole costs are $143,463. The
conpl eted well costs are $354, 986.
Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonable charge




f or supervision?

furt her di scussion?

(No audi bl e response.)

A Yes.

Q In your professional opinion, would the
granting of this application be in the best interest of
conservation,---?

A Yes.

Q ---the prevention of waste and protection
of correlative rights?

A Yes.

JIM KAISER Nothing further of this wtness at
this time, M. Chairnman.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Any further, M. Kaiser?

JIM KAISER: We’d ask that the application be
approved as subm tted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BRUCE PRATHER Second.

BUTCH LAMBERT: | have a notion and a second. Any




BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Qpposed, no.

DONNI E RATLI FF: 1711 abstain, Mr. Chairman.

BUTCH LAMBERT: One abstenti on, M. Ratliff.

Calling itemtwenty-four on the docket. A petition from EQT
Producti on Conpany for pooling of coalbed nethane unit VG
536216, docket nunber VGOB-10-0615-2729. Al | parties
Wi shing to testify, please cone forward.

JIM KAISERR M. Chairman, again, Jonathan York on

behal f of EQI Production.

BUTCH LAMBERT: Good afternoon, folKks. Good you

al | pl ease state your nane for the record.

CATHY KEEN. Cat hy Keen.

TERRY HUTCHI NSON: Terry Hutchi nson

(Cathy Keen and Terry Hutchinson are duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kaiser.

JONATHAN YORK

DI RECT EXAM NATI ON




QUESTI ONS BY MR KAl SER

Q M. York, do your responsibilities include
the land involved in this unit?

A Yes.

Q Does EQIr own drilling rights in the wunit
i nvol ved here?

A Yes.

Q Prior to the filing of the application,
were efforts made to contact each respondent and an attenpt
made to work out a voluntary | ease agreenent with each?

A Yes.

Q What’s the interest in the gas estate under
| ease with EQI?

A As the revised exhibit, I’ve passed out
reflects, we did have a |leased party that was |eased after

t he application. The percentage now is 67.14%

Q And the percentage of the coal estate under
| ease?

A 100%

Q Are all unleased parties set out at Exhibit
B- 37

A. Yes.




Q Revi sed Exhi bit B-3?

A Yes.

Q And you’ve provided the Board with a B-2
showi ng the additional |ease?

A Yes.

Q So, at this point, what percentage of the

gas estate renmi ns unl eased?

A The percentage that remains unleased is
32. 86%

Q Ckay. And a 100% of the coal estate is
| eased?

A Yes.

Q W do have one wunknown and unlocateable

party, is that correct?

A Correct.

Q The Heirs of Ross Hutchi nson?

A Correct.

Q And were reasonable and diligent efforts

made and sources checked to identify and | ocate the Heirs of
this person including primary sources such as deed records,
probate records, assessor’s records, treasurer’s records,

and i ndependent secondary sources such as internet search,




t el ephone directories and city directories?

A Yes.

Q In your professional opinion, was due
di | i gence exercised to |ocate each of the respondents naned
her ei n?

A Yes, it was.

Q And are you requesting this Board to force

pool all unleased interest as listed in revised Exhibit B-3?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in this unit here and in the surrounding
ar ea?

A | am

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

A Twenty-five dollars per acre paid up |ease,

five year termand one-eighth royalty.
Q In your opinion, do the terms that you’ve
just testified to represent the fair nmarket value of and the
fair conpensation to be paid for drilling rights within this
uni t?

A Yes.




JIM KAl SER: Mr. Chairman, again, we’d ask that theg

statutory election option testinony taken regarding any
unl eased parties first in item 2716 be incorporated for
pur poses of this hearing.

BUTCH LAMBERT: Accept ed.

Q M. York, the Board does need to establish
an escrow account for...escrow account for this well, is
t hat correct?

A Yes, it does.

Q And it wll involve Tracts 1 through 11, is
t hat correct?

A Correct.

TERRY HUTCH NSON:. Wiy does it have to go to

escr ow?

BUTCH LAMBERT: M. Hutchi nson

A Tracts 2.

Q Ckay. And who should be naned operator
under any force pooling order?

A EQT Production Conpany.

Q The total depth of the proposed well?
A 2,402 feet.
Q

The estimted reserves over the |life of the




uni t?
A 230 cubic mllion...230 mllion cubic feet.
Q Has an AFE been reviewed, signed and
submtted to the Board to the application?
A Yes.
Q In your opinion, does it represent &
reasonabl e estimate of well costs for this well?
A Yes, it does.
Q Could you state the dry hole costs and
conpleted well costs for this well?
A The dry hole costs are $143,463. The
conpl eted well costs are $354, 986.
Q Do these costs anticipate a nultiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonable charge
f or supervision?
A Yes.
Q In vyour professional opinion, would the
granting of this application be in the best interest of
conservation,---?

A. Yes.




Q ---the prevention of waste and protection
of correlative rights?
A Yes.

JIM KAISER Nothing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

BRUCE PRATHER: Mr. Chairman, I’ve got a question.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: wWhat’s this little red well down

here for? Every other well on this...on this plat is
identified. The little red one.

JIM KAISER: I don’t know if that’s a mistake or

what it is or a stray nmark.

BRUCE PRATHER: It’s not one of Equitable’s.

JONATHAN YARBOUGH: It’s not identified on here.

JIM KAl SER. Do you know what that synbol woul d be,

Rita? It’s not a well. Based upon the topo that we
provided, which is a nore extensive topo that was prom sed
to Mr. Asbury, I'm going to...it’s not a well. It’s clearly
Not a well. We’'re going to state that it’s a stray mark of
some sort and if not...yeah, it wouldn’t effect the

wells...the well that we’re talking about here anyway.




Some...it’s a significant difference away...distance away
rather. But we’ll try to identify it for you.

BUTCH LAMBERT: Any ot her question for M. Kaiser?

(No audi bl e response.)

BUTCH LAMBERT: M. Hutchinson or M. Keen. Bot h

of you all are going to speak?

CATHY KEEN: Yes. | would like to. | nean, |
really don’t want to be leased. These parts shows that
there’s a conflict. I really don’t have a conflict. I

think I’ve gone by the law that passed that I own the gas.

BUTCH LAMBERT: Have you sworn thenf?

(Court Reporter indicates in the affirmative.)

CATHY KEEN: And | just want it on record that |

don’t want to be leased. I don’t want to go on those
gr ounds.

BUTCH LAMBERT: Ckay. Thank you. M. Hutchinson.

TERRY HUTCHI NSON: | feel the sane way.

BUTCH LAMBERT: The sane way, okay, thank you.

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER: Yes, we’d ask that the application be

approved as submtted, M. Chairman, wth the revised

exhi bits.




DONNI E RATLIFF: If we vote on this, we’re putting

t he noney in escrow, is that right, M. Kaiser?

JI M KAl SER: What ?

DONNI E RATLIFF: If we vote on this petition, we’reg

putting their money into escrow? They’re saying they wantg
to be paid direct.

SHARON Pl GEON: They’re saying they have ng

conflict.

BUTCH LAMBERT: They have no conflict and they

don’t want to be leased.

JIM KAI SER. They’re both owners of the gas estate

in Tract 4 in the unit. Qur title shows---.

BRUCE PRATHER The wel |l ---.

JI M KAl SER: Huh?

BRUCE PRATHER. The well is not being drilled on

t heir property?

JIM KAl SER: No. But because there’s a conflicting

cl aim between the gas estate in Tract 4 and the coal estate
in Tract 4, then their interest would be subjected to escrow
absent royalty split, litigation or arbitration.

BUTCH LAMBERT: Ms. Keen, didn’t you say there was

no conflict...you didn’t have a conflict? You just didn’g




want to be | eased. Was that your statenent?

CATHY KEEN: Yes. This states that there was a

conflict. | mean, | know that, you know, what they mainly
want fromne is a right-of-way to get to the gas.

MARY QUILLEN. M. Kaiser, who did you say the

conflict was with?

JIM KAISER. There are several. In this Tract 4

there are 1, 2, 3, 4, 5 6 different undivided interest
owners of the gas estate.

MARY QUILLEN: Oh, this is part of an Estate, is

t hat correct?

JI M KAI SER' No.

MARY QUI LLEN: No?

JIM KAISER No, the gas estate is owned by these

parties of which both of these two individuals are a part

of - - -.

MARY QUI LLEN: Ri ght.

JIM KAISER ---and the coal estate is owned by
ACIN. So, there is a conflicting claim. That’s why it’s
going into escrow. I think what they’re saying 1is they

don’t want to go into escrow. They want to be paid. Well--




MARY QUILLEN: But they’re saying there is no

conflicting...no conflict and you’re saying there is.

JIM KAl SER. Ri ght.

BUTCH LAMBERT: | follow it now.

JIM KAISER: I think that’s what they’re saying,

isn’t 1t?

SHARON PI GEON:  Uh- huh.

BUTCH LAMBERT: So, if we...again, to the best...we

vote and approve then we’re putting them in escrow?

SHARON PI GEON: Anbng ot hers?

BUTCH LAMBERT: Along with others, yes.

JIMKAI'SER (Indicates in the affirmative.)

BUTCH LANBERT: Anything further? Any further

questions fromthe Board?
(No audi bl e response.)

JIM KAISER W have no problem..if they want to

cone forward with proof that there is no conflict between
the o0il and gas and the coal and we’ll be glad to amend the

application and pay them direct. I don’t have that.

BUTCH LAMBERT: Ckay. Do you have---?

JI M KAl SER: We’ve got title saying there is one.

BUTCH LAMBERT: ---such a docunent show ng




there’s...I know you stated there was no conflict. Do vyou
have that information?

TERRY HUTCHI NSON: Can we have a copy?

JI M KAl SER: Huh?

TERRY HUTCHI NSON: Can we have a copy?

JIM KAISER: You’d have to ask Equitable about]

that. But | would assune they will give you a copy of it.

TERRY HUTCHI NSON: Thank you.

SHARON PIGEON: But you have sonme kind of title

wor k, M. Kaiser, that tells you that there is a conflict

because that’s what you’re representing---7?

JIM KAl SER: Ri ght.

SHARON Pl GEON: ---to the Board?

JIM KAl SER: Ri ght.

SHARON PI GEON: So, vyou’re got something and, I

guess, that sort of puts the ball in your Court. Do you
have sonething to present?

CATHY KEEN: I don’t have anything. I Jjust...you

know, with the coal, | know | don’t own that. But the
met hane | shoul d. You know, if they, you know. ..if they
cross me to get to where they want to be, they’re just going

to take what I’ve got because I know I’'ve got it.




BUTCH LAMBERT: You know you’ve got what?

CATHY KEEN: Gas.

BUTCH LAMBERT: Do you have a deed showi ng that you

have gas?

JIM KAISER Well, our title shows that they have

gas. I mean, they’re not incorrect.

SHARON PI GEON: But you’ve looked at the severance

docunent ?

JIM KAl SER. Have | | ooked at it?

SHARON PI GEON: Yeah. Because you’re---.

JI M KAI SER: No.

SHARON PI GEON: ---telling us there’s a conflict.

What are you relying on to tell us that?

JIM KAISER: I'm relying on some title opinions

performed by another law firm

BUTCH LAMBERT: So, we’re left...we don’t have any

i nformation other than testinony fromboth of you fol ks---.

JIM KAISER: You’ve got our sworn testimony that]

there is a conflict.

BUTCH LAMBERT: ---from both sides. W have those

t 00.

TERRY HUTCHI NSON:. W know nothing about the




conflict.

JIM KAl SER: And they Jjust said they don’t know

anyt hi ng about the conflict.

TERRY HUTCHI NSON:  No. The paper stated that it

was...there was a conflict. That’s what we were trying to
figure out.

BUTCH LAMBERT: Ms. Barrett, do you have a comment?

JIM KAl SER: We’1ll be glad to work with them.

BUTCH LAMBERT: Wuld you like to cone forward,

pl ease?

RI TA BARRETT: Yes. As | told these two parties

earlier today, I gave them my business card, I’m happy for
them to cone to our Cdintwod office and sit down and
explain to them, number one, the access issue that’s she’s

t al ki ng about and, nunber two, how we determ ne what we

determined. I'm not going to give them the chain of title,
but I wll certainly explain to them how we run a chain of
title and how we cone up this stuff. They’re welcome to

cone to the dintwod office and sit down with us to discuss
it.

SHARON Pl GEON: Well, the Board has now asked that

you all provide the information in support of vyour




application to M. Asbury. Have you provided that---7?

JIM KAI SER Starting in July.

RI TA BARRETT: July.

BUTCH LAMBERT: Yes.

SHARON Pl GEON: You haven’t---?

BUTCH LAMBERT: No.

SHARON Pl GEON: ---on this one?

BUTCH LAMBERT: Have not on this one. That starts

in July.

RI TA BARRETT: And we hope to have that information

on the wells on this docket to M. Asbury prior to July.

JI M KAl SER:  Yeah.

RI TA BARRETT: That’s really the only thing left to9

gi ve himout of everything that you requested | ast week.

SHARON Pl GEON: We know we didn’t have much ti ne.

JI M KAl SER: Yeah. And what we’re trying to do 1is

in the case conflicting clains, you know, just have 4
statenent of title and in the case of the unknown and
unl ocat eabl es have a st at enent from the | andman
exacting...telling exactly what efforts they took to try to
det erm ne who that unknown person was.

RI TA BARRETT: A sunmary of their due diligence.




BUTCH LAMBERT: Ckay. Ms. Keen and M. Hutchinson,

do you all understand what we’ve been talking about and how
we need to proceed (inaudible)?
(No audi bl e response.)

BUTCH LAMBERT: So, any further questions or

comments fromthe Board?
KATI E DYE: | just have one question.

BUTCH LAMBERT: Ms. Dye.

KATIE DYE: Ms. Barrett stated that she couldn’y
show them the chain of title or they couldn’t have a copy.
| s there sone specific reason for that?

RITA BARRETT: | said | will be happy to talk to

t hem about how we run chains of title, all the due diligence
that we do and hopefully provide them with a copy of the
coal severance deed if they want it to show them how we cane
to the ascertation that they are a conflicting claim

KATIE DYE: But you don’t allow to have access to
| ook at the chain of title that you done.

RI TA BARRETT: They can look at the chain of title

if they want, but that 1is considered attorney/client
privilege because we pay a lot of noney for these title

opi ni ons and ny...whoever did the title opinion wll have to




allow me...they can see it, but they just can’t have a copy
of it.

KATIE DYE: I just didn’t quite understand what you
were stating there. Thank you.

JIM KAISER But the inportant thing wll be

sever ance deed.

RI TA BARRETT: Right. And I’'1ll be happy to give

t hem a copy of the severance deed.

BUTCH LAMBERT: In turn, do you fol ks have a deed

As well that says opposite of what they’re saying there is 4
conflicting claim and you’re saying there’s not.

CATHY KEEN: I have the deeds. I'm not sure. I

guess I just don’t understand a lot of this. I mean, I've
been sitting here today listening to all of this and the
m st akes that are nade are unreal with this whole process.
| nmean, it has just...it has been very interesting.

BUTCH LAMBERT: You’ve come before the Board and

provided testimony that what they’re telling wus 1s not
accurate, but yet you’ve not been able to provide us wth
anything differently. So, you’ve put us in a position that,
vou know, they have the proof and you don’t have anything.

TERRY HUTCHI NSON: | read sonewhere in here that




there’s some...there was supposed to be a conflict.

CATHY KEEN. The conflict is with the gas conpany

and the coal conpany?

TERRY HUTCHI NSON: Yeah.

JIM KAI SER° The conflict is as to the ownership of

t he coal bed net hane gas.

TERRY HUTCHI NSON: | thought the state done passed

that |law that they coal conpany didn’t want nothing to dg
with the gas. I don’t know.

JIM KAI SER: They...well, I'm not going to go into

what | think the...l think the best thing to do would be for
you all to take Ms. Barrett up on her offer to neet wth
you.

TERRY HUTCHI NSON: We’re willing to nmeet with her.

We’d done told her we would.

JI M KAl SER:  Ckay.

MARY QUILLEN: Mr. Chairman, I’'d like to make a

suggestion that mght be nore palpable for you all if we
continue this itemuntil the July neeting and then you woul d
have an opportunity to neet with M. Barrett to...and she
can help you to better understand if she sits down with you

one on one to help you...walk you through what has taken




pl ace and why there appears to be a conflict with the coal
conpany. This would give you an opportunity to have sone
ki nd of a docunentation that would show that there is or is
not a conflict and this...to be fair to you all and to the
company. You don’t want to be escrowed. This would give
you an opportunity to better understand the process and hel p
you to kind of resolve sonme of the m sunderstanding or
the...of what the conflicts are. Does that sound fair to
you, Ms. Barrett?

RI TA BARRETT: That’s fine with me.

JIM KAISERR And | mght add to that. They m ght

want to get their own representation because what nobody is
saying and what I’'m not sure a lot of people understand is
t hat statute does not nean that every single coal severance
deed in Southwest Virginia strips the coal conpany of any
claimto CBM

MARY QUI LLEN: Ri ght.

JIM KAl SER: Ckay, what it does is basically codify

a Suprene Court decision that was based upon specific
| anguage in specific deeds. Ckay? So, you mght want to
get sonebody that has got sone...to go with you to help you

t hat understands how to read severance |anguage and read




t hese. RI TA BARRETT: But...never mnd, | want say

BUTCH LAMBERT: Okay. I'm going to call for 4

motion in this case. | know, Ms. Qinn, that you have a4
suggestion, but do you have that in the formof a notion.

MARY QUILLEN: | would like to put that in the form

of a notion.

BUTCH LAMBERT: Ckay. |Is there a second?

KATI E DYE: Second.

BUTCH LAMBERT: | have a second. s there any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by

sayi ng yes.
(Al nmenbers signify by saying yes.)

BUTCH LAMBERT: QOpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: This wll be continued until July.

Ladies and gentlemen, at this time, we’re going to take a
break. When we come back from the break, we’re going to
have a presentation from the folks at the Departnent of

M ners, Mnerals and Energy on the efforts that are taking




pl ace to update the escrow account records that we have and
to give you some idea of where we’re headed. Mr. Mullins.

TOM MILLINS: M. Chairman, just as a nmatter

of...to make sure that I'm schedule. I don’t know what time
t he Board plans on breaking this afternoon. Is the Board,
after this presentation, anticipate on finishing the docket
t oday?

BUTCH LAMBERT: No, sir.

TOM MULLINS: I'm starting at item--.

BUTCH LAMBERT: I don’t think so.

TOM MIULLINS: I'm item forty-five and on down. I

Just thought that if you didn’t think you were going to get
there, I’d go ahead and tell my folks that they could go
hone.

BUTCH LAMBERT: No, sir, | don’t think we’re going

to get there. We’re going to have this presentation and
then we’re going to back up to the presentation from the

auditor. I'm positive we won’t get there.

TOM MULLINS: Thank you, sir.

SHARON PI GEON: It would be a mracle.

JIM KAISER |Is there going to be anything other

t han t hose two?




BUTCH LAMBERT: No.

JI M KAI SER: That’s it?

BUTCH LAMBERT: That’s it.

JI M KAl SER: Just those two?

BUTCH LAMBERT: Yes, sir.

JI M KAl SER: So, there won’t be anymore---7?

BUTCH LAMBERT: There won’t be anynore. Just for

i nformation, after we hear this...when we hear the update
fromthe auditor of the escrow account...this Board is going
to go into close session to hear that report then that wll
concl ude us for the day.

JIM KAISER: So, whatever &else is left, we be

conti nued over to July other than those two itens?

BUTCH LAMBERT: WIIl be continued and you wll be

first of the docket.

JI M KAl SER:  Ckay.

BUTCH LAMBERT: So, we’re going to take a ten

m nute break real quick
( Break. Before the Court reporter cane back in
the room the Board resuned the neeting. There is a mnute
or so el apse of tinme not on the record.)

TODD RI CHARDSON: ...our Senior Assistant Analyst.




We’ve been working on the request of Butch Lambert and some
of the staff of DGO to | ook---.

BUTCH LAMBERT: Can you speak Todd or can you nove

cl oser ?

TODD RI CHARDSON: Yeah. 1I’11 get a mic.

SHARON Pl GEON: These just go to her, I'm afraid.

That won’t help us here.

BUTCH LAMBERT: Yeah, you’ll just have to speak up

Todd. That’s just a recording mc.

TODD RI CHARDSON: Oh, I’'m sorry. Okay, 1’11 speak

up louder. My name is Todd Richardson. I'm with the

Department of Mines, Minerals and Energy and I’'m the 1IT

Director. I have David Sanders. He’s with our office of
| nfformati on System’s Management. He’s our Senior Systems
Anal yst . Based on the request of Butch Lanbert and our

Division of Gas and 0il, we’ve been looking at the existing
processes, procedures and data and sone of the information
t hat we have related to the escrow account and other things
related to the Gas and Q| Board processes. So, what we did
is one of the first things that we thought would be of use
is we’ve developed a 1little prototype sample that we’re

going to talk about today. This would be put out on the Gas




and O website simlar to what we have with the Gas and Q|
Information System that’s already out there and available.
But our first effort is to establish a public facing Gas and
O | Board Escrow Account Value Estimator. VWhat that is it
provides a web based transparent public assess to escrow
account data, okay. We’re going to talk about that today
and show a denonstration of how this will work wth the
prototype that we have online in our agency right now. It
provides current estimated value and |ast deposited value
for all accounts in the escrow accounts. Updat es are nmade
monthly from the bank account update that we’ve received
from the escrow account hol der. This is just a real sinple
screen shot. David is going to take you through...actually
a wal k through of how it would work, but this is a screen
shot of how it would | ook online. Go ahead and turn it

David. This is the results screen. And what David is going

to do is...this isn’t production. This is out on oun
i nternet site today. W have it internally in our network
in a production testing environnent. W wanted to let the

Board see it and give them an opportunity to review what we
wer e doi ng. But the concept behind it is that soneone can

go online, put in their acreage, their percentage and then




see a current value in the escrow account based on the |ast
month’s report. So, I'm going to 1let David take you all]
t hrough a |live sanple here.

DAVI D SANDERS: And basically what you have got in

your hands is a unit name. We’re also working a map so that
if you’ve got a geographic location, you can go out to the
map and find what wunit vyou’re sitting on. We have 4
dat abase with all of those units on them You select a unit
and it wll go out to our database and find what docket

nunber that wunit was defined or described or you can

actually...if you have a docket put the docket nunber in and
it will return the unit code. The next field that they wll
enter 1s how many acres are in escrow. I’'m going to make

t hese nunbers up. 23 acres. My individual part, which is
the part that I’'m concerned about, I’'ve got 2.3 acres.
Basically, what this will do now is go out last...I’'ve gotf
January’s data. As you can tell, there’s $21,268 in that]
escrow account. The last deposit into that escrow account
i n January was $45. 38. So, the nunber is com ng down here
with my 1.87 acres mean that I have...I'm trying to see my]
nunbers up there. For instance, $1,680.31 is ny personal

value in that escrow account. This is only an estimate. O




course, you know, you have to...it has to go before the
Board and be distributed before that’s an actual truth. Butf]
what we wanted to do was to give the public with a unit
name, knowi ng how many acres was in escrow and how many t hat
i ndi vidual is concerned about a tool to go out and see how
much noney is sitting out there available in that escrow
account .

Now, the second effort that we’re going to make is

actual ly taking the dockets and scanning those so that any

detail in the docket can be |ooked at online as well. So
in the process, we’re looking at maps. We’re looking at
scanning the information so that scanned docket wll be

avai |l able and then a calculator to show what the current
val ues of that escrow account are. Does anyone have any
questions about what we’ve done right here or would like to
ask anything about what we’re doing with that?
(No audi bl e response.)
Thank you for your tine.

BUTCH LAMBERT: You don’t get off that easy. Why]

don’t you go ahead and update the Board on in the internal
efforts in DGO on what we’re doing that will enhance this

program? What we’re working internally...David, you may




want to address this one.

DAVI D ASBURY: Wat DGO and we brought staff in

fromthe field to assist with this to get it done as tinely
as possible is we’re going back through each of the Board
dockets again and we’re identifying each docket and each
unit...acres in each unit. We’re identifying by individual
and by tract and by ownership of acreage in each Board
docket that are unknowns and unlocateables. There’s several

fields that we’re going through to capture the data that’s

in each docket number. We’re going through each segment off
that. |If you take one Board docket, it could have as little
as 20 entries in it. O hers will have as nmany as 800.
We’re going through each docket. At the end of that
project, what we will be able to provide is first of all how

many acres are in escrow fromeach unit and the total escrow
acres in Virginia. It will be able to be tied to this
i nformati on as far as cal cul ati ng evol vi ng. As
di sbursenents are nade or as paynents are nmade into the
escrow, it will be a live account as things happen both wth
the Board, with the Division, with disbursenments and wth
nmont hly paynents as they arrive fromthe First Bank & Trust.

So, at the end of the project, what is known with petitions




and Boards will be all i
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In those orders, that information will be available to them
to enter this data. Wat Todd and David are doing with the
Scanning process with wus, 1s we’re going to scan that
i nformati on because a |ot of people either put it under the

mattress or,

you know,

have it somewhere where if they don’t

remember where they put it or can’t find it.

step and final step,

they’re in a particular Board docket number,

So,

they will be

if they don’t know but they know

as another

actually able to see a PDF file, all that petition and
suppl enental order and find thenselves in that. When t hey
find the PDF and find thenselves, they wll know, one, the
tract, the unit and how nuch acreage ownership they may
have. A lot of times it’s less than a half acre. But they]
can even put that half acre into this fornmula and know if
they’ve got a nickle and know if they got a $1.27 o7
$70,000. But this will give as accurate of a picture and as




transparent a picture that the Board and its staff can
provide to the public on the current status of each unit for
t he Board escrow.

SHARON Pl GEON: Do our current Board orders

specifically state the acreage in escrow?

DAVID ASBURY: You have to...you have to do &

function to sumit up. No, it does not. But it will be in
the exhibit that we are, as a D vision and staff, are going
to be able to provide and link to. We will be able...we’re
actual ly putting in the acreage by individual and tract.

SHARON Pl GEON: And that’s for conflicting

claimants too. | think you just said---.

DAVI D ASBURY: No. It’s for unknowns and

unl ocat eabl es.

SHARON PI GEON: Only for unknown and unl ocat eabl e.

You’re not doing this for conflicting?

DAVI D ASBURY: It’s by tract.

SHARON PI GEON: Ckay.

BUTCH LAMBERT: It’s the first step. Unknown and

unl ocateables is the first step.

DAVI D ASBURY: Ri ght .

BUTCH LAMBERT: We’ve got to get...in other words,




| i ke somebody was saying...l think M. Prather was saying
this morning, you’ve got to pick a pilot and work on that
one and knock that one out and get...see if that works and

then we’ll move into conflicting claims.

DIANE DAVIS: W wll have the tract acreage for

everything that’s escrowed. Just not the individuals.

DAVI D ASBURY: Right. For conflicting clainms, we

will know acreage. We just won’t know individuals---.

SHARON Pl GEON: The tract.

DAVI D ASBURY: ---unless you go to the PDF.

SHARON PI GEON: You know it by the tract?

DAVI D ASBURY: Yes.

SHARON PI GEON: Well, if it’s conflicting claims,

that’s about all you can know anyway, I guess.

BUTCH LAMBERT: And if the agency...we we'reg

dedicating staff to this project. We’re taking folks...our

| nspectors, we’ve taking two of those out of the field,

which | know ..we know that has been an inpact on the
i ndustry, but we feel like this is nore inportant of &
project that we need to get this done. We’re also

dedi cating staff out of the Big Stone Gap office to do this.

David talked and Todd talked about the scanning of the




documents or the dockets. That’s going to take us about two
nonths, we think, to knock that out wth one dedicated
person on that project. We’ll start by doing that scanning
Wi th the next week.

DAVID ASBURY: Sonetine by late fall or early

wi nter, all of this should cone together as far as the full
package of additional transparency from the Board to the
general public. So, again, we’'re working diligently as we
can as the Board’s staff to inprove and enhance the process
and the transparency.

BUTCH LAMBERT: Okay. Thank you, Todd. Thank you,

Davi d.

TODD RI CHARDSON: Thank you all.

BUTCH LAMBERT: At this point, we’ll go back to9
docket item number two and take up...I’'m sorry.

RITA BARRETT: Are we allowed to participate in
t hi s?

BUTCH LAMBERT: Yes, absolutely. We’re asking
for...we’d love comments.

RI TA BARRETT: | just wanted to state one thing---.

COURT REPORTER: You need to cone forward.

RI TA BARRETT: ---Jjust for me with EQT. I don’g




have a problemif we have a well---.

SHARON PI GEON: W want you on the record.

RITA BARRETT: I’'m sorry. What I was going to say

is I don’t have a problem if somebody is on an EQT well and
t hey have questions for the l|and departnent, | have no
probl em with ny phone nunber being on this website for then
to call ne. If they want to know how to get noney out of
escrow or if they have questions because we want to get this
noney out too.

TODD RI CHARDSON: We’wve discussed that.

RI TA BARRETT: I’'m sorry?

TODD RI CHARDSON: We’ve discussed doing that. I7m

gl ad to hear you offer to do that.

SHARON PI GEON: Thank you.

RI TA BARRETT: I’'m happy to do that.

BUTCH LAMBERT: GCkay, well, thank you, Rita. W

appreci ate that.

DAVI D ASBURY: Thank you,

BUTCH LAMBERT: Any other coments from the folks

in the audience on the efforts that we started so far? Do
vou think it’s beneficial? Do we need to continue? Of]

course, we’re going to continue, but are there anything that




you can think of that we may add to this program that woul d
be beneficial? Now, 1s the time to do it while we'’r¢g
developing it. If you don’t have comments now, Jjust give
David a phone call or give me a phone call and we’ll be
happy to discuss those issues with you and see how we can
enhance the program that we’ve started. Thank you. At thig
time then, we’re going to Jjump back to docket item numben
two and take up Board Member Ratliff’s comment on ths
reconciliation. I guess, Donnie, now, that you’ve seen it
what we’re going to do, do you see---7?

DONNI E RATLIFF: Well, vyou’re relying off Dbank

St at enent s. In our infamobus eight page...eight day
articles, there was an account...that escrow account was set
up and there had not been any paynents put into that
account . How do we prevent that? That’s what I’'m trying to
prevent .

BUTCH LAMBERT: Well, and to take that one further,

we heard Just this morning they’re not sure if they’re
getting the check. Once they send it Dback, are they’rqg
getting it back again.

DAVI D ASBURY: Wat you propose, M. Ratliff, would

be an enhancenent to and a check for the Board and for staff




to be able to do that and it’s a good idea.

BUTCH LAMBERT: | think Ms. Quillen had recommended

at one point maybe we talk about doing this monthly. I'm
not so sure we need it that often. You know, | would
propose at |east sem -annually, if not yearly.

DONNI E RATLIFF: Sone of them has got a lot of

Wi ||, but everybody is shorthanded. |If even took a Decenber
31 date to start with and get everything up and running and
t hen that gives them a chance the remainder of this year to
reconcile everything and match it with their nunbers and
then do July 1 next year they’ll know what’s coming. Do
July 1 in 2011 to report on 2010. Since we’re in the middle
of June right now, if you give them six months like we’r¢
gi ving them next year that puts you into Decenber.

DAVI D ASBURY: \What, Decenber will be for?

DONNI E RATLI FF: “09.

DAVI D ASBURY: ‘09.

DONNI E RATLI FF: July 1 woul d be 2010.

BUTCH LAMBERT: Ckay.

DONNI E RATLI FF: Once we see that nunmber and once

t hey establish their systemthen if we think that we need it

nmore often, we can |ook at it again.




BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: David, how nmany checks you have

that...say that the check is sent back to the gas conpany
and then it doesn’t come back? How many instances do you
recall that we have that? | nean, is it like 5% or 10% of
the total or would it be less...I mean, I don’t know. I'm
j ust asking for some sort of a range of what kind of
activity we’re talking about.

DAVI D ASBURY: With First Bank & Trust’s recent

experience, 1it’s probably less than 3%, Mr. Prather. But
it’s still yet 3%. One check could be a large amount. We
are followng up with them, but there’s...like Ms. Davis
this norning, the checks and bal ances have to be in place.
The enhanced conmunications and quarterly (inaudible) First
Bank & Trust, we’re getting those questions. Once we se¢
that or she sends an email and let’s us know, one of the
things that we did put in place was if checks were returned
there’s a formal letter from First Bank & Trust as escrow
agent back to the operator. W get copied on that. Then
that spurs us to followp through the operator to see and

ask that question. So, that process is in place now.




BRUCE PRATHER | would anticipate that if we put

this in process the activity would go down because the
conpany shoul d expect us to be comng back to themto inform
t hem that, you know, this check showed up one tine and it
went back to themand it never cane back.

DAVI D ASBURY: Ri ght .

BRUCE PRATHER So, you know, we may end up two or

three years from now it would be neaningless what we would
be doing. But it would correct the problem that we’ve got
now.

DAVID ASBURY: Well, as Ms. Davis said, 1it’s

i npr ovi ng. As we inprove the process, it wll inprove the
anount of noney that we have in escrow now, a reconciliation
and/ or, yes, should be done frequently.

MARK SWARTZ: |s there going to be an opportunity

for public comment?

BUTCH LAMBERT: On this?

MARK SWARTZ: Yes.

BUTCH LAMBERT: Please cone up to the mc and

i dentify yourself for the record, please.

MARK SWARTZ: Mark Swartz. CNX...just to give you

sort of an order of magnitude here. CNX, | believe, has 468




accounts into which they pay escrow You know, their
records would allow them to tell you what they’ve paid intg
it, okay. But their records won’t tell them or you what the
bank thinks they have. If what you’re looking for is to see
what Anita does when she cones here for a disbursenent, you
know, she has taken the bank’s records. She has compared
them to the operator’s payment records. Of course, we can’t
really account for the deductions for fees other than that
t hey were posted, you know, and there were sone earnings.
But, you know, we can provide, | guess, a list of accounts
on annual basis and we can provide on an annual basis and
maybe even a back to day one...I'm not sure how easy that
is, but I'm sure we can generate that, this is what we’ve
put in that account. But, you know, the other piece of it
is you’re going to have to order the banks on some, you
know, Dbasis...I mean, I don’t know what vyou’re thinking
her e. If you’re Jjust looking at, we would 1like the
operators to tell us how many accounts they believe they’re
paying into escrow so that David has sone kind of cross
check there. If you’re asking the operators to generate,
this is what we paid in this year or this is what we’ve paid

in to-date and then next year it would be this year. I




think, you know, that’s durable. But if you’re asking fony
pre-di sbursenment the level of effort that is required to
reconcile the bank’s records to our records, I mean, that’s
a maj or, major job. As I sit here in the audience, I can’d
tell what you’re expecting and I think you need to maybe---.

DONNI E RATLIFF: The only thing, M. Swartz, that

al armed as a Board nenber was when | read in the Bristol

paper that we had wells that escrow noney should have been

going into and there had been no deposits made. That'’s
embarrassing for everybody. How do we...where’s the check?
There’s not a check and balance. We do the pooling orders.

You guys leave and we trust that everything happens in the
right way after that and we don’t have a check and balance
system here until we get ready to do a disbursenent on an
i ndi vi dual basis and then they go back and | ook at the bank
accounts verus what we say that should have been escrow.
There’s not a check and balance. I'm trying to figure out a
way for us to check off and say CNX has done the right
thing. Their numbers line up. That’s all I'm asking. How
do we do that?

MARK SWARTZ: From what | heard this norning, |

woul d not have guessed that that was your concern, okay. I




don’t mean that in a bad way. But if that is your concern,
that’s a different...completely different enquiry. I mean,
t hat would be for the operators to provide David with a |ist
of the wells that they have drilled that are subjected to
pooling orders requiring escrow and a list of the wells that
they’ve drilled that are in production that they believe are
subjected to escrow and then we can see whether or not
there’s money in the...I mean, that...that is a...J
under stand now what you’re concerned about. I think that’s
a fairly straight forward thing that we can do in &
reasonable...the operators ought to be able to do in 4
reasonable anmount of time to give David...this is where we
think we are supposed to be so he can look at it and say
vou’ve missed this one or maybe he missed one.

DONNI E RATLI FF: That was...that was exactly m ne

i ntentions. Sonebody el se nmay have---.

KATI E DYE: I t hi nk t hat to have true

accountability here, which I think is...what is M. Ratliff
| ooking for? W are going to have to | ook based on what it
has produced, what was paid for what was produced m nus any
post production costs. That’s where you get vyour real

accountability. I’m not sure how you go about doing that.




BUTCH LAMBERT: |s Todd and Dav. .. Davi d.

DAVI D SANDERS: I’'m listening.

BUTCH LAMBERT: What we just talked about wells

drilled plus money put into escrow account, that’s part of
the program that we’re working on with the information that
we requested from the conpanies on the units, that’s going
to go into this systemas well. So...and it will be tied to
Board orders. So, David will have the ability to |ook at
the map whenever he chooses and |ook at the Board order,
which will be tied into the system..it wll be a quick
check and see if noney was deposited based on production.
s that right?

DAVI D SANDERS: Exactly. It nmay not be penny for

penny |ike you say, but if you all have production agai nst 4
wel |l and we see no deposits into escrow, it wll give us 4
flag to look into it.

MARK SWARTZ: Well, it’s coming back to what, you

know, Donnie was talking about and that 1is 1f there’s
production and it’s subjected to an escrow order, there
needs...there needs to be a periodic, you know, how
to...what’s going into escrow compared to the orders that

require escrow so that everybody can kind of...l nean,




that’s what I understand you’re saying.

DONNI E RATLI FF: That’s exactly right.

MARK SWARTZ: And if you...just Ilooking at well

production doesn’t answer that question. So, what he’s
saying is, tell us what units you think you have an escrow
requirement and that you’re escrowing so that David can
cross check that against whatever he wants including
production records, which is what you’re talking about. I
don’t...

that’s different than what I understood this morning. It’s
give nme a list so that we can cross check it to the orders
that we’ve entered to see if everybody is on the same page.
I mean, that...I don’t have any heartburn with that. But if]

we’ re talking about obtaining substantial records from the

bank- - - .

BUTCH LAMBERT: No.

DONNI E RATLI FF: No, no, no.

BUTCH LAMBERT: No.

MARK SWARTZ: Well, | nean, sitting here |istening
this norning, | was concerned, you kKnow --.

DONNI E RATLI FF:  No.

MARK SWARTZ:  ---because when you’re talking about




reconciling an escrow account, that’s what I’'m hearing.

DONNI E RATLI FF: Reconci ling from your side.

MARK SWARTZ: All vyou’re looking at 1s are vyou

making a deposit is what you’re saying.

DONNI E RATLI FF: Ri ght.

MARY QUILLEN. Wuld this be easier to track? I

mean, | know we have | ooked at it on an annual basis, but if
it were done in a short...like a shorter period...reporting
it on a shorter period rather than say tw ce annually or---.

MARK  SWARTZ: Well, I don’t think...what I

understand that you’re asking for now that once we do the
first list, I don’t think to update on a quarterly basis 1is
even on...even on a quarterly basis is a big deal---.

MARY QUILLEN. And just wupdate it on a...right,

veah, that’s what I’'m thinking. Maybe just update it

MARK SWARTZ: ---now that understand. | mean, the

first conplete list and audit of our records so that we can
give you the list is probably going to take us, you know
several months. But it’s not going to take a huge amount of]
time. Then fromthen on, you know --.

MARY QUI LLEN: You just add new--?

MARK SWARTZ: Ri ght .




MARY QUI LLEN: Yes.

MARK SWARTZ: You should just be |ooking at, you

know, what did we do in the last three nonths and give you &
| ist.

MARY QUILLEN. And then you update what you have

al ready in the systemand you---7?

MARK SWARTZ: Well, you’ll have that list.

MARY QUI LLEN: That’s what I’'m saying. It would be

updated and reporting it. So, quarterly wouldn’t be out of
t he questi on.

MARK SWARTZ: Yeah, I don’t see the frequency being

an issue now that I understand what you’re looking for. I
mean, once we get the first one in. You know, because it’s
Just not a big deal. You know, we’ll have 30 a quarten
maybe or 35 a quarter. I mean, 1it’s not going to be...al
of which may not require escrow. So, I mean, 1it’s not...you
know, we probably average 6 to 12 a nonth, you know, just
for us. So, it’s not going to be a big deal on a quarterly
basi s.

BUTCH LAMBERT: So, how about Range and EQT in this

di scussion? | know you all are sitting back there, but ng

comrent s.




MARK SWARTZ: Well, it’s always, Mark, vyou’re the

bad guy. You go talk to them you know.
(Laughs.)

BUTCH LAMBERT: So, they shoved you out there.

RITA BARRETT: I mean, I can’t speak for oun

accounting departnent, but | would think that we would be
able to do it quarterly or even nore often if you need us
t 0.

MARY QUILLEN: It seens |ike once you establish

this and get it set up and get that information entered, al
vou’ re doing 1is maintaining it. That includes adding any
new wel | s.

KATIE DYE: Wuld this information also provide
| i ke when we do a disbursenent from escrow and we often see
i ndividuals conme in and say they want a full accounting of
what’s being deducted from their share in this escrowed
unit? Could...would this also provide that? Are we getting
i nformation to do that?

BUTCH LAMBERT: | think | wunderstand the question.

I believe the answer would be no. We don’t...we wouldn’tg
see all of that production...post production costs.

KATIE DYE: The gas conpanies could provide it to




t hese individuals if they requested it?

BUTCH LAMBERT: Yes, | would think they could. I's

t here any other questions?
(No audi bl e response.)

BUTCH LAMBERT: After we go through this process of

collecting the information and an individual in escrow
wanted to see their post production deductions, is that---?
KATI E DYE: Yeah. Anything---?

BUTCH LAMBERT: Wuld the conmpany be wlling to

show t hat---?

SHARON PI GEON: A full accounting, in effect.

KATIE DYE: Can you give them a full accounting of
t hat ?

RITA BARRETT: I think...I don’t know. I can’t

answer for our accountant.
PH L HORN: We can’t speak...we’d have to have our
account ant .

RI TA BARRETT: Qur account departnent would have to

answer that.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: Well, except that the checks paid to

the escrow agent on a nonthly basis have that detail on




t hem

BUTCH LAMBERT: Right, right.

MARK SWARTZ: So, the nunber will be on there.

BUTCH LAMBERT: Yeah, that’s what I thought.

JIM KAISER: It’s already there.

MARK SWARTZ: I mean, it’s already there.

BUTCH LAMBERT: Yeah, that’s what I thought. Okay.

KATIE DYE: So, that check would show the total
anount that has been deducted from the tinme this unit went
i nto escrow?

MARK SWARTZ: The escrow agent gets the sane kind

of a check that a royalty owner gets.
KATI E DYE: Okay. So---?

MARK SWARTZ: It shows the gross and the net

interest. So, they...you know, I mean, it’s there. The
escrow agent has that.

SHARON Pl GEON: Your <check stub wll not show

t hough deductions by the escrow agent or additions, you
know. .. interest paynents into the account or deductions for
cost s.

MARK SWARTZ: Correct. No, we don’t have---.

RI TA BARRETT: Yeah, we can’t do that.




SHARON PI GEON: So, it will be alittle---.

MARK SWARTZ: But how we got to the royalty

paynment...the net paynent that went to the escrow agent is
no different than how we...what we show on our check detail
t hat goes to sonebody we pay directly.

RI TA BARRETT: Qurs is the same. Qur royalty check

show our deducti ons.

BUTCH LAMBERT: Ckay.

DAVI D ASBURY: That’s part of the...excuse me, Mr.

Chairman. As part of the process, step one is to nmake sure
just |like today we had a nunber of poolings that require
escrow. Step one is to nmake sure these are filed tinely and

paynments begin tinely after the Board approves that escrow.

That tracking mechanism can be enhanced. But that’s step
one. We’ve got a whole list on the monthly escrow agent’s
report to us of nore than a 100...163, | think of units that
have been approved over tinme and have zero noney. Sonme of
them have been <closed and just | eft t here. But
we’re...we’'re undergoing...in addition to this effort, we’r¢

undergoi ng the research to try to fix those and either take
t hem of f or find out why noneys are not in there.

BUTCH LAMBERT: Ckay.




SHARON PIGEON: And these are sone of the wells

that are now part of gob unit wells. I mean, there’s 4
vari ety of explanations on sonme of those.

DAVI D ASBURY: There’s a variety of explanations.

Sone of these are nore than 10 years old as far as research

and it takes time and staff. We’re biting off a little big

as we can.

BUTCH LAMBERT: Ckay. So, let me bring us back to
t he item that Donni e rai sed this nor ni ng about
reconciliation of each wunit. I think we’ve cleared up
exactly what we’re looking for. So, Donnie, would you like

to put that in a formof a notion?

DONNI E RATLIFF: Yeah, I’11 put it...I make that

notion---.

BUTCH LAMBERT: Okay.

DONNI E RATLI FF: ---but you describe it.

(Laughs.)

BUTCH LAMBERT: | was hopi ng you woul d.

SHARON PI GEON: You frame it and he’ll make the
not i on.

BUTCH LAMBERT: From what | understand the notion

would be that we would require the conpanies to submt




i nformation as to noneys that they put into escrow for each
wel | . W would ask them to do that by Decenber of this
year .

DONNI E RATLIFF: O this year.

BUTCH LAMBERT: And, again, by...for 20009.

DONNI E RATLI FF:  2009.

BUTCH LAMBERT: And then for next...for 2010, we

woul d ask that that be submtted by July of 2011. W would
monitor that and if we needed it nore frequently, we would
just it in July.

DONNI E RATLI FF: Well said, M. Chairman.

BUTCH LAMBERT: Ckay. So, that---7?

DONNI E RATLI FF: That is ny notion.

BUTCH LAMBERT: Ssh

DONNI E RATLI FF: You framed it perfectly.

MARY QUI LLEN: Second.

SHARON PI GEON: Took the words right out of his

mout h so to speak.

BUTCH LAMBERT: So, we have a notion and a---.

MARY QUI LLEN: Second.

BUTCH LAMBERT: Mbtion and a second. Al | in

favor...is there any other discussions first?




(No audi bl e response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)

BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou. Then 1it’s passed and

we’ 1l record that as such and get a note out to the
operators. Okay. At this time, we’re going to drop into
i tem nunber three on the docket. The Board will receive an
update from Robi nson, Farnmer and Cox Associates relative to
t he escrow audit. G ven the sensitive nature of this audit
request and the discussions that we’ve had with the auditor,
this Board is going to enter into close session at this
tine. Ms. Quillen, if you wll read the notion that wll
t ake us into cl ose session.

MARY QUILLEN. M. Chairman, pursuant to Section

2.2-3711(A)(7) of the Code of Virginia, | nove that the
Mirginia Gas and Q1 Board convene a closed session for
consultation with legal counsel regarding specific |egal
matter requiring the provision of |egal advice by such

Counsel .




BUTCH LAMBERT: Do | have a second?

DONNI E  RATLI FF: I seconded that nmot i on, M.

Chai r man.

BUTCH LAMBERT: | have a second. All those in

favor, signify by saying yes.
(Al nmenbers signify by saying yes.)

BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Okay, at this time, we’re 1intg

closed session. I’11 ask everyone to please exit the room.
(Cl osed session.)

BUTCH LAMBERT: If you’re ready, please read the

nmotion to enter...to go back into open session.

MARY QUI LLEN: Whereas, the Board has convened a

cl osed neeting on this date of June 15, 2010 pursuant to an
affirmative recorded vote and in accordance wth the
provisions of the Virginia Freedom of Information Act; and,
wher eas, Section 2.2-3712(D) of the Virginia Code requires 4
certification by the Board that such closed neeting was
conducted in conformty with Virginia Law. Now, therefore,
the Virginia Gas and G| Board hereby certifies that to the

best of each members’ knowledge only public business nmatters




| awful |y exenpted from open neeting requirenents by Virginiag
Law were discussed in the closed neeting to which this
certification applies and only such public business matters
as were identified in the nmotion convening the closed
meeting were heard, discussed or considered by the Board.
W will take a recorded vote to reflect your vote. I w
cal | your nane. Katie Dye.
KATI E DYE: Yes.

MARY QUI LLEN: Butch Lanbert.

BUTCH LAMBERT: Yes.

MARY QUI LLEN: Donnie Ratliff.

DONNI E RATLI FF:  Yes.

MARY QUI LLEN: Bruce Prather.

BRUCE PRATHER: Yes.

MARY QUI LLEN: Mary Quillen. Yes.

BUTCH LAMBERT: Okay. Thank you. At this tinme, as

a result of the closed session, this Board needs to vote on
actions to nove forward with the information that we heard
from the auditor of the escrow account. That notion woul d
be that we contact the Robinson, Farner and Cox and instruct
them that they need to do an RFP...a change order to the RFPA

to reflect additional work that this Board will ask them to




do and that work would be to include two wells from each
conpany, EQTI and CNX, to continue their audit by a total of
four wells. In that change for the RFP, they need to
i ncl ude a specific anbunt of what those costs would be. So,
do | have that in a notion?

DONNI E RATLI FF: So nobved.

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second. Al

t hose in favor, signify by saying yes.
(Al'l menbers signify by saying yes.)

BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: kay. So approved. Ckay, | think

the |ast order of business is to...the review and approval
of the minutes from the last month’s meeting. Has everyone
had a chance to review those and are there any changes,
ei ther additions or subtractions?

(No audi bl e response.)

BUTCH LAMBERT: If not, do | have a notion for

approval .

MARY QUI LLEN:. Motion to approve.

BRUCE PRATHER: Second.




BUTCH LAMBERT: | have a notion and a second. Al

in favor, aye.
(Al nmenbers signify by saying aye.)

BUTCH LAMBERT: QOpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you. M. Asbury.

DAVI D  ASBURY: One nore thing. For Boar d

consideration, all the packages that vyou’re receiving now
shortly we may have the opportunity to scan those orders in
to a PDF...including the summary mnutes instead of putting
these in paper form to you. This is just for your
consi der ati on. W could scan these in and provide all of
this electronically to vyou. I don’t know if you would be
able to review it adequately or not.

BUTCH LAMBERT: The problem...that’s very good and

I'd like to find a way to do that, but we need to figure out
are each of us going to have computers because we’re still
going to have it with us. Me, personally, I don’t know how
we get around that unless | have a conputer here that | can
reviewit as we talk about it.

DAVI D ASBURY: W could put it on the screen. W

coul d put each itemup on the screen.




BUTCH LAMBERT: W could do that. | notice all of

us are looking at different papers and |ooking through it.
I don’ t know how we' re going to...that’s a good
consideration. But if we can figure out a way to do it, I'm
all for it. | like electronic. But for this one---.

SHARON PI GEON: Katie has dial up. You know, that

woul d sl ow her down (inaudible).

BUTCH LAMBERT: Ckay.

(O f record discussion.)

BUTCH LAMBERT: Meeting adj ourned.
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