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BUTCH LAMBERT: Ladies and gentlemen, 1it’s 4

little bit after 9:00. It’s time for us to begin he
proceedings this morning. I’"l11l remind everyone that if
you have cell phones or other communication devices,
pl ease turn those off or put them on vibrate. If you
must take a call, we’d ask that you take that outside in
the lobby. At this time, I’11 ask the Board members to
pl ease i ntroduce thensel ves beginning with Ms. Dye.
KATI E DYE: Good norning. I’'m Katie Dye and a
publ i ¢ menber from Buchanan County.

SHARON PIGEON: I'm Sharon Pigeon with the

of fice of the Attorney General.

BUTCH LAMBERT : I'm Butch Lambert, the

representative with the Departnent of Mnes, Mnerals
and Energy.

BILL HARRI'S: (Good morning. I’m Bill Harris, 4

public menmber from Wse County.
DONNI E RATLIFF: Donnie Ratliff representing

coal from Wse County.

BRUCE PRATHER: I’'m Bruce Prater. I represent

the oil and gas industry on the Board.

MARY QUI LLEN: Mary Quillen, a public nenber.

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

enter into public comment period. First on the sign up
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sheet is Mtchell Counts. Pl ease state your name for
t he record.

M TCHELL COUNTS: MWy nane is Mtchell Counts.

I'm a retired miner. I have the same problem that I’'ve
had every since I started coming here and that’s trying
to get out of a paying a lawer to get what...what is
comng to ne. | noticed a gentlenen that spoke after ne
| ast week started telling us how nuch oil we have and
how we’re going to build our state up and we can run it
for the next 50 years on natural gas or nethane gas.
Somehow there’s a difference in that. And there’s...I
t hi nk you have to pay for sonething before you sell it.
I've not received any compensation for any of the gas
that was on ny property. O course, the gas has been
taken off for 20 years now. I'd like to know what his
plan is for the land owner, the people that own this
gas. Are we goling to give 1t to the state or if we’ve
got noney comng, how in the world are we going to get

it? How do we get our money? I’'m sure every land owner

in here would like to know the sane thing. How do
we...how do we get paid for what 1is ours? They’ve
already taken it for 20 vyears. I'm going to die

before...before | get a penny of it it looks like. But

| will be here every nonth until | die, | guess, trying
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to get paid for what has already been taken fromny | and
and what’s to come. What’s to come is the big number.
I'm sure they would like to settle...just to settle and
buy it all before we get into the billions and billions
of cubic feet of gas that l|ays before the Virginia
Pocahontas. I'm sure there are plenty of people here
t hat know about that. The gentleman al so said sonething
about fracing the ground wth the gas wells. The best
information that I’ve found out on that is pbs.orgneedto
know.com You can find out what the rest of the country
feels 1like about fracing the ground. There’s people
getting di shwater com ng back through the...or it |ooks
| i ke dishwater only it wll burn you comng back to
their sinks right now There is no way that you can
frac the ground and do it in a way that’s going to help
the ecology. That’s about all I’'ve got to say.

BUTCH LAMBERT: Thank you, M. Counts.

M TCHELL COUNTS: Thank you for your tine.
BUTCH LAMBERT: Cat herine Jewel | .

CATHERI NE JEWELL: I’'m Catherine Jewell. I have

a couple of questions here, which you nmay or nay not
want to answer. A while back we heard about a database
of the unknowns and unl ocat eabl e types. | think it was

j ust a nane dat abase. That several people from DGO and




DMME were working on this. I'"d like to know, one, what
the status of that is. This little thing behind ne
that says, what’s the intent? I mean, it would be nice
to have a database on all of the people, but why...why
woul d you do a dat abase just on the unknowns. | tend to
think that maybe this mght have sonething to do wth
t hese would be the funds that would be escheated to the
est at e. | get sort of paranoid about those things. I
have a feeling that might be what’s behind it. Can I
hear what the status of the unknown is?

BUTCH LAMBERT: As we said a couple of nonths

ago, we wouldn’t address any questions. But I think
that’s a legitimate question and that’s one that the
public probably has a great interest in. Since we have
been working on a database, it has greatly expanded. W
have four people...well, actually, we have about seven
people total working on that database and it wll
enconpass nuch, nmuch nore than just the unknown and
unl ocat eabl es. People can do a searchable of that
dat abase. W had originally estimated to have that
conpl eted by the end of Novenber, but | think that wll
now go into maybe early next year given how that has
been expanded to take in nore additional information.

CATHERINE JEWELL: So, vyou’re...your hopes 1is
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t hat sonebody who cones in and says I don’t know
if I'm on...you know, my heirship is this but I don’t
know 1f they’ve not located me that you could actually
do a search and pull up all units that that person m ght
be

in. |Is that sort of the plan?

BUTCH LANMBERT: | f the person has the

| nformation, either docket nunber or well nane or---7?

CATHERI NE JEVELL: Oh, it’s going to be based on

t hat . It wouldn’t be---.

BUTCH LAMBERT: There will be several searchabl e

fields. You Jjust won’t---.

CATHERI NE JEWELL: Ckay.

BUTCH LAMBERT: ---have to be...you won’t be

able to just to pick a nanme and search. You can also
pick a well. You can pick a unit. That’s why thein
expanding it. W have extended that date to conplete

t hat well on.

CATHERINE JEWELL: Is it...l would just suggest
that maybe it mght be easier...it mght be helpful to
Just have a name that you could search. I know there’s
problems with that. But |...you know, a |ot of people

have...you know, grandad m ght have had a tract here, a

tract here and a tract here. They mght be |ocated and
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found here and they’re not here. I have talked with
peopl e that were |ocated and | eased and being paid on a
portion of the tract. The next unit over where that
same tract fell into, they were listed as an unknown.
So, I mean I’'d like to, you know---.

BUTCH LAMBERT : We’re trying...we’re

trying...we’re looking at everything we can possibly
think of to put in that database to make a searchabl e
dat abase.

CATHERI NE JEWELL: Ckay.

BUTCH LAMBERT: So, after we get it public, we

wel conme i nput on things that we can inprove. But | hope
t hat answered the question.

CATHERI NE JEVELL: Yes, that does. I'm glad to

see that there’s progress on that and hopefully it’s not
t owards what could be escheated to the estate. Peggy
Barber’s appointment, I think, expired at the end of
June.

BUTCH LAMBERT: Yes, it did.

CATHERI NE JEWELL: Did we have sonebody or when

are we going to have our public rep?

BUTCH LAMBERT: I can’t answer that question. I

really don’t know. That’s...we haven’t had any word

from the Governor’s office on that replacement.
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CATHERI NE JEWELL: Okay. | think a couple of

months ago I’d mentioned that the bl anket bonds for CNX
and EQI, which they exercised the blanket bonds due to
having nore than 50 wells and that each one of these

conpani es had maybe over 3,000 wells and that that bond

actually equated to $33 per well. Now, gas and oil is
exenpted from the clean water act. 1It’s also exempted
from (inaudible). | would like to see the state and the

peopl e that are supposed to be protecting us nmaybe junp
on this and get a bond that is feasible with what
the...or a bond that is equivalent to what the actua
cost or around the cost of what plugging would be

because, you know, it just...to ne it just seens |ike we

are creating a (inaudible). $33 a well, what would that
pay for? I’m not too sure. But maybe a couple of feet
of pipe or cenent or sonething. Two nonths ago |

requested that EQI wells have always been | abel ed VC, PC
and now VCI prefixes. You can’t tell where these wells
are | ocated. CNX has...uses a grid. So, there would be
li ke A-38 and an A-38 if you pull that unit up you’ll
find how many wells are in A-38 provided that these sone
of these wells did not occur prior to say 1992 where
they had sort of strange labeling systems. But, I’d

|i ke to see a grid of these units and how t hese equate.
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What wells are in what units. If not a grid, just a
printout saying, you know, this unit we have and this is
the wells that we have. This is the first well. Thi s
is a VCI increased density well because it’s very hard
for people to figure out, well, you know, I’ve got this
VC, you know, well on ny property, but I really don’t
know i f my unit shared, this 60 acre...58 point whatever
acre unit, 1f there’s another well in it. I’'m not going
to wal k all over that 58 point whatever acre unit to try
to see where that other well 1is. There’s no way for
t hat person to figure out if there’s another well. So,
I mean, I just think that’s a reasonable request.

| was down at the Courthouse not too |ong ago
and | was pulling sonme supplenental orders and | noticed
that a lot of these supplenental orders were mssing
maps. They did not have the attached exhibits. I don’t
know if 1it’s Just the copy that’s filed in the
Cour t house. The Courthouse is generally what people
woul d search for to do a property search and to do 4
title search on whatever. If you don’t have a map, that
little supplenental order neans absolutely nothing
because I can’t locate it and nobody can 1locate 1it.
There’s not a description of these things. These files

are 1incomplete. I've seen exhibits where there’s no
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Exhibit E. There’s no Exhibit EE, but there’s clearly
when you | ook at the B Exhibit there should be sone...at
| east the Exhibit E, you know, explaining where that
escrow stuff and maybe if you pull that same file and
you pull the application you see those exhibits. For
sone reason they’re missing. I mean, this could be
si nply, you know, failure to include the whole thing. I
don’t know. But I think that’s an issue because like I
said, that’s the first place you go when you look for
title.

I have a question and you probably won’t be
able to answer this. Since there was never a contract
Wi th respect to a person chosen to go carried or a non-
participating owner of person choosing to participate.
Choosing to participate nmakes you an equivalent to the
oper at or . Wien you choose to go carried, what is your
liability with respect to plugging the well? Because
vou’ve offset vyour 200% or 300% 1if vyou’re a lease
hol der ? Do you have an obligation with respect to
plugging the well? Because I would hate to, I don’t
know, elect to be carried and then 30 years or 60 years
or whatever we’re forecasting these wells to be that all
of a sudden this operator has filed Chapter whatever and

they cone to me and say, you know, fork over the noney
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to plug this well because I’'d want to know what my
liability is and | think that needs to be addressed.

| also would Iike to know. .. have an idea or how
many wells had been plugged? How many wells are out
there that are open and that have been open for over 10
years? How many have been open for over 5 years and how
many have been open for 2 years? And if...l assune we
plug these wells for the environnental and health and
safety reasons. If we’re not plugging them, I’'d like to
know why.

I'"ve mentioned this before, I’d like to see
t hese water tests to include bacteria because this seens
to be the major contam nation that is happening to water
wells that still exists where we have not publically
funded huge anounts of public service water at a huge
expense to cover for where water wells have been
contamnated. I’d like to see bacteria concentration in
the water that is wused to...used to...while vyou’re
drilling the well before that ground water protection
string 1s laid. Right now they’re taking it from
streans that are considered and have been considered for
decades by DCR and DEQ as inpaired streans.

Back, | think it mght have been April, where

Dr. Waltz was in here he tal ked about sone regul ations
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and changes and he tal ked about where these increased
density now every...every well or wunit that you are
approving for increased density would have to have a
permit fee associated with it. I don’t know because I
don’t look at what the permit fees are. But when a
person cones in here with 30 or 40 increased density
wells, are we assessing the sane permt fee that we’ve

been assessing for a person who has a nodification for

one unit. And, also, a while back, | submtted a bunch
of comments on regulations for the gas and oil. I’'ve
not seen the status of any of those things. So, that’s
all | have to say. Thank you.

BUTCH LAMBERT: Greg Kozear ?

GREG KOZEAR: I’'m not going to comment.
BUTCH LAMBERT: Shirl ey Keen.

SHI RLEY KEEN: Good nor ni ng.
BUTCH LAMBERT: Good nor ni ng.

BlILL HARRI S: Good nor ni ng.

SH RLEY KEEN: I’'m Shirley Keen. As you all

know, | |ive in Buchanan County. A gentlenman spoke | ast
nonth on the gas, which Mtch Counts has al ready covered
t hat . But | personally know about the water. | had a
ni ece, she turn on the faucet to get dishwater and it

| ooked |ike soap com ng out of the sink. She put her
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hands under that water and it peeled the hide...her
hands broke out. It took the hide off of her hands

The gentleman said the water is not being affected.
Yes, it is being affected. Personally, we know this.
If the people that’s speaking would conme to the county
and look and see and know what’s going on, then they can

talk and people might believe it. But I’'m not one to be

against any Jjob closing or anything like that. I'm not
for that. But the people in the county are being taken
advant age of. Qur water is being danmaged totally. I
know this. I live there. I have lived there for...I'm

62 years old and | noved out for 15 years and cone back.

The water wasn’t like that until these wells were being

drill ed. The people is not being protected from the
wat er, personally | know this. The gentleman that
spoke, | would like for him to come and | ook and see

what he’s telling vyou before he tells you anything
because you’re relying on us to be telling you the truth
and when | speak | tell you the truth. But the water is
bei ng damaged. | want...l want to go on record, the
water 1s being damaged. But I'm not trying to create
nothing with no jobs. I don’t want no jobs shut down. I
j ust want the people in this county...in our county to

be taken care of. If you, as a Board, you’ve never been

16




I n Buchanan County to see the danaged, | w sh you would

come and go around and | ook and see the damage that has

been done. | live there. I know. | see things
happening. I know what’s going on. So, 1f you’uns
would like to go over, | would even go around with you

and show you things. But ny niece, the hide cone right
of f her hands. Conme out of her kitchen sink. It did
happen. Thank you very nuch.

BUTCH LAMBERT: Ms. Keen, did your niece file a

conplaint with our Division of Gas and G| ?

SHI RLEY KEEN: Yes. They sent a guy by to check

the water. The water was bad. Then it wasn’t no time
flat until they cone back, well, the water was okay.
Well, the water wasn’t okay. She had to go to the

doctor and get medication for her hands. They couldn’t
take a shower for...well, they had to shut their well
off and haul water from Raven to cook, to bath for
everything for quite a while and then eventually they
come by and put her water. She had to fight, fight and
fight to get it and that’s not right. When they mess up
sonething, it needs to be fixed then and there. If it
was their homes, I’'m sure they would want their water
fixed. They were on...ny sister and her husband is on

di sability. They had no noney to go out and do not hi ng.
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They had to haul water and go to Raven...they went to ny
aunt’s house and took their baths most of the time and
then when they got to where they couldn’t Just keep
traveling back and forth, they had to haul water in to
t ake baths, to cook and everything. But they fit for I
don’t know how long before they get their water fixed.
Then they wanted to put a pipeline across the |and
before they would fix the water.

BUTCH LAMBERT: Ckay.

SHI RLEY KEEN: And that’s not right. You don’t

do people that way. It is wong. When you tear up
something...if | tore sonmething up of theirs, | would
fix it. That’s...that’s what we want. We own this land
and we want to be protected. We want what’s ours. Our
gas money, we want our gas money. I1t’s ridiculous for
us to have to hire an attorney when our deeds plainly
states coal only and it’s wrote out O-N-L-Y. That is
only. But we have to get an attorney to fight to get
what’s ours and that’s wrong when you’re getting twelve
and a half percent anyway. Then you’ve got to pay 4
lawyer some of that, but I’'11 pay a lawyer before I'11
give it to the coal companies. I'’d rather give it to a
| awyer as to give it to the coal conpani es because they

don’t own it and I’'m not going to give it to them. But
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now this water is being damaged. Thank you.

BUTCH LAMBERT: Thank you. The next item

excuse nme, on the docket is the Board wll receive a
quarterly report from the escrow agent, First Bank and
Trust. Good norning.

LETON HARDI NG Good norning, sir.

KAREN MCDONALD: Good nor ni ng.

BUTCH LAMBERT: dad to have you all this

nor ni ng.

LETON HARDI NG M. Chairnman and nenbers of the

Board and staff, my nane is Leton Harding. | serve as
executive vice president of First Bank and Trust
Conpany.

DEBBI E DAVI S: My name is Debbie Davis. I’m the

trust officer in the Walth Managenent D vi sion.

KAREN MCDONALD: 2And I'm Karen McDonald, the

| nvestment officer in the Trust D vision.

LETON HARDI NG M. Chairnman and nenbers of the

Board and the staff, agai n, we appreciate the
opportunity to be with you today. | personally have not
had the opportunity to join you for a couple of past
neetings, but it has been roughly a year since we began
our initial dialogue in terns of servicing the Board and

this fund. Again, as always, we do appreciate the
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opportunity to serve the Virginia Gas and QI and its
contiguous. M. Chairman, if | may, | just want to add
a couple of things and we’ll Jjust Jump right into the
report. One of the itens that we have discussed wth
the Board is wutilization of the FDA. ..expanded FD (
| nsurance and as we have reported at previous neetings,
the FDIC through a tenporary liquidity program all owed
for all checking accounts that paid a quarter percent or
|less to be conpletely FDIC insured. That was a
regul atory action on the part of the FDIC.  Through the
recent |egislation passed in Washi ngton, the Dodd-Frank
Bill, that was codified and so that now any checking
accounts will have the ability to have unlimted FDIC
| nsurance from January the 1st, 2011 through Decenber
t he 31st, 2012. That sort of renoves, if you will, the
spectrum .. spectra rather of the FD C naking deci sion.
Do they want to do it or do they not want to do it? So,
at least for a period of basically two years and a
quarter, the Board has the assurance that the FDIC in
terms of the noney market or the interest checking
account that we’re offering to you at a quarter percent
Wi 1| remain conpletely FDIC insured. That in no way
I ndi cates that would be our long term recomendation as

you will see fromyour report in just a few nonents. W
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are following the Board’s instructions to try to
di versify and increase yield. However, for those funds
above that, we want you to know that you have that extra
FDI C i nsurance cover age.

Secondly, we continue to woirk wthin our
| ndustry particularly as it relates to electronic
comerce and automatic Cearing House activities. I
know Ms. Davis has talked with you sonme and will talk
W th you again today about other opportunities for us to
| nport information to make sure that, you know, we have
the correct information and in as nuch detail as we
possibly can into the reports. I think we’re doing a
good job with that. But anything that we can put into a
nmechani zed electronic formats, you know, mnimzes any
kind of soneone not seeing sonething or not picking
something up. It’s extremely important to us that we do
an adequate job for the Board and for the escrow
benefi ci ari es.

| was just in WAshington this past weekend at 4
neeting and | know that the big conversation there was
the prospects that we are not |ooking at any kind of
si gni ficant changes in terns of interest rates during
this short-term Most of the dialogue there was about

the Federal Reserve and this proposed what’s called
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Qual itative Easing, which sinply neans that the Federal
Reserve will be going out and buying Treasury Bonds and
that kind of...anytinme you have nore people looking to
do sonmething it can kind of drive the price down and
that’s what we think will generally happen. We
W ll...as Karen wll do at this neeting and at
subsequent meetings, we’ll try to give you our best
advi ce and recommendation visa via what we think the
mar kets are doing, but | think the general census that |
heard |ast week was that we were sill looking for an
extended period of tine for lower interest rates, which
is great 1if you’re borrowing 30 year mortgage at 3.95,
but it’s not so good if you’re looking to increase your
yields as a fixed incone investor. Again, | want to
t hank nenbers of the Board and the staff for giving us
the opportunity to serve and for giving ne the
opportunity to be with you again today. | think at this
point, Karen, are you going to junp in or is Debbie
going to junp in next?

KAREN MCDONALD: Debbie is next.

LETON HARDI NG All right.

DEBBI E DAVI S: Good morning. If you’ll notice

under your first tab, | have conpleted a summary page to

| et you know working interest deposits received for the
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quarter was  $10, 468. 05. Royalty deposits were
$538, 057. 69. Incone earned for the quarter was
$19, 284. 29. Fees taken was $6,515.17. W nmade
di stributions of $232,170.32, which leaves us with a
current market value of $26, 2---.

LETON HARDING 26 mllion.

DEBBI E DAVI S: Excuse ne. $26, 291, 066. 85.

LETON HARDI NG: That’s even a big number for us,

M. Chai r man.

DEBBI E DAVIS: You wll find the spreadsheet for

the nonth of Septenber with each of the colums and the
br eakdowns. One thing that | would like to address is
where we have to keep the separation of the working
| nterest deposits versus the royalty deposits, I'm
fi nding when the producers are sending those checks in,
they’re sending 1t all 1in under one check and then you
have to look in...wth the descriptions trying to
determne which is royalty and which is working. I
don’t know if there’s sonmeway we can work to have that
separated out or meke it nore extinguished of what those
are because with one check, | nmay have...it my be
broken out where there’s five amounts of royaltyj
deposits and maybe five or six anounts of working

I nterest and then I’m having to manually figure, vyou
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know, this check needs to be split so that | can keep
those separated for you all. I apologize. I don’t know
the difference between the working and royalty other
than | need to keep those separate.

LETON HARDI NG M. Chairman, one of the things

that I know with Debbie’s visitations with the Board and
the staff, we  want to continue to investigate
opportunities for electronic delivery of deposits and
i nformation. Many of you are aware of the electronic...
t he automatic clearing house system |If you have direct
deposit or payroll or social security or those kinds of
t hings, but in addition to that that system does all ow
not only for the actual dol | ar anmount to be
communicated, but it also allows for what’s called
addendum i nformation to be conmuni cated. We have, for
exanpl e, a nunber of businesses who provide work for the
State of Virginia and the State whenever they nake a
paynment, for exanpl e, not only wll send over
i nformation relating to the dollar anount but they wll
al so send addendum information, which mght identify,
for exanple, the project. For exanple, if you have
someone doing road work or guardrail work, the invoice
number and all of those kind of things. I'm not saying

t hat woul d necessary be appropriate here, but we know
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that there’s some systems out there that have that
pot enti al and, agai n, anything that we can do
el ectronically to bring in and inport into our data
system it truly mnimzes the potential for, you know,
human i nadvertent error and so forth |ike that. So,
that’s just something, again, we want to highlight for
the Board and we would like to continue to explore over
tine wwth the Board and the producers.

BUTCH LAMBERT: Thank vyou. That’s a very good

suggestion. We’ll work on that one and see what we can
do.
DEBBIE DAVIS: | know at one of our previous

neetings it was discussed that the producer nmmy start
providing gas wth a breakdown of, you know, yes,
they’ve sent 1in this amount of money for this well.
Sonet hing to double check to make sure that | have, in
fact, received all of the checks in question. Do we
know where we’re at on that or---7?

BUTCH LAMBERT: I don’t think we’re anywhere on

t hat .

DAVI D ASBURY: M. Chairman.

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: The letter, the Board and you
signed in June, June the 23rd, | believe, asked the
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operators to prepare their contributions to the escrow
account for the 2010 physical vyear for July 1, ‘09
t hrough June 30, 2010. That information is due to the
Board Decenber the 1st.

BUTCH LAMBERT: That’s the reconciliation that

we asked. Is that the question?

DEBBIE DAVIS: | guess. Il  know it was
discussed. So, you know, I didn’t know if that would be
sonething that would be available to us. Li ke | had

sai d, you know, one of the producers sends i ndividual
checks in individual envelopes and so a lot of tines,
you know, | may get a whole batch on one day and then
two weeks later a few straggled in. So, 1it’s always my
concern has something gotten lost in the mail? I'm I

really getting all that I’'m supposed to be getting.

BUTCH LAMBERT: | think what M. Asbury was
talking...1is talking about, and I’'m not sure this 1is
what you were |ooking for, is we were asking for the

conpanies to reconcile what they send at the end of the
vear. I’'m not sure...you’re looking for something---.

BILL HARRIS: Are you asking for per nonth or

per---7?

DEBBI E DAVIS: You know, that would be...with

t he nunber of checks that are received, that would be

26




great. | nean...l know within our departnent any checks
we send out, we produce a check register and, you know,
we double check to make sure, you know...verify the
information. So, I don’t know if that’s something that
woul d be avail abl e---.

BUTCH LAMBERT: So, you’re looking for something

qui cker than the reconciliation that we’re asking for
t he producers to give us at the end of the year?

DEBBI E DAVIS: That’s a double check to make

sure that I'm getting what they say they’re sending me.
LETON HARDI NG And, M. Chairman---.
MARY QUI LLEN: Woul d---7?

LETON HARDI NG: I'm sorry, ma’am.

MARY QUI LLEN: | was just going to ask. Wuld a

copy of like a check register or sonething simlar to
t hat that would be sent to you electronically at the end
of each nonth, would that be hel pful ?

DEBBI E DAVI S: That woul d wor k.

LETON HARDI NG: It doesn’t have to necessarily,

| think, be, you know, a fancy sort of thing.

MARY QUI LLEN: R ght. Just---.

LETON HARDING | think all we want to know is

t hat a check was mail ed- --.

MARY QUILLEN: ---a spreadsheet type of thing
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t hat has this check. Yeah.
LETON HARDING ---and, you know, this---.

MARY QUILLEN:. The date it was nmiled and the

anount .

LETON HARDI NG: Yes, ma’am. And then---.

DEBBI E DAVIS: Right. And then that way | can

Jjust verify with what I’ve posted is proper.

LETON HARDI NG Yeah. | think also, again,

anytime...I mean, again, we’re not here to criticize the
United States Mail System But nost of us understand
that anytime there’s a physical creation of something,
there’s a potential for something to get lost or danaged
or those sorts of things. You know, one of the benefits
of electronic or direct deposit is you don’t worry about
your social security check getting lost in the mail.
It’s just the 3rd of the month it’s in your account. I
think, again, it’s not our...from our standpoint that we
want to dictate to anyone, to the Board or the
producers. We Jjust feel 1like from a due diligence’s
standpoint, you know, it’s nice to have that 1list so
that 1f we we’re expecting a 100 checks to come in and
we have a 100 checks or if we have 99 out of a 100 we
can, you know, communicate with folKks. There is a

system that many institutions will utilize, particularly
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| arger business. W provide this service, for exanple,
for Washi ngton County, Augusta County and Russell County
now called Positive Pay. Basically what happens is
t hose groups tell us checks that they have witten and
then we only post checks against their accounts that
t hey have written. But conversely we can also provide

them as the bank at the end of the nonth a record of

checks that have not cleared yet. So, there are a
nunber of things that are out there that potential...it
doesn’t have to be a very fancy thing. It can simply be

sonet hi ng downl oaded to an Excel Spreadsheet and, you
know, sent to us as well. W just want to nmke sure
that we do the very best that we can and that we’re not
m ssing any checks for the Board or for t he
benefici ari es.

MARY QUILLEN. Well, 1 know we had previously

di scussed the checks coming in in individual envel opes
rather than in one envelope together and how tine
consum ng- - -.

DEBBIE DAVIS: Right. And | do---.

MARY QUI LLEN: ---and how tinme consumng it is

to open all of those env---.

DEBBIE DAVIS: Right. And | do have one

producer that FedEx and sends a whole box wth
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ever yt hi ng.

MARY QU LLEN: R ght. Rght. Yes. And if---.

DEBBIE DAVIS: And then, you know, you’ve got

human error. A check may not get stuck in that box that
should have and there’s no way to verify that, which it
Is sinpler to have the one box rather than the
individual envelopes and there’s a...there’s a cost
| nvol ved with that.

MARY QUI LLEN: Yeabh.

DEBBI E DAVI S: You’re looking at .33 cents with

250 envel opes.

KAREN MCDONALD: . 43.

DEBBIE DAVIS: .43. No, it is .33 because they

get their little bulk rate.
KAREN MCDONALD: Ch. All right.

DEBBIE DAVIS: | opened those yesterday. So

it’s just something that I want to, you know, bring to
your alls attention that you all can think of to try and
hel p address that just so we verify that we are posting
and receiving everything that we shoul d be.

BUTCH LAMBERT: And we appreciate you giving us

t he headsup on that and being able to resolve so that we
can...we do have those cross checks in place. That’s

very inportant that we do that.
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DEBBI E DAVI S: Ri ght.

BUTCH LAMBERT: okay. W will...we took sone

notes on that and we wll see what---.

DEBBI E DAVIS: Ckay. And do you all have any

gquestions on the spreadsheet or any of the totals?
DONNI E RATLI FF: M. Chai r man.
BUTCH LAMBERT: M. Ratliff.

DONNI E RATLIFF: |t appears...you set up an

account nunber for each well and each docket.

DEBBI E DAVIS: | do.

DONNI E RATLI FF: So, that...that part is already

set up as far as trying to do an electronic transfer.

LETON HARDI NG Yes.

DONNI E RATLIFF: In the future, if we did Board

orders and then the Board order requested that account
nunber to offer to the operators, you know, that
shouldn’t take a week. That shouldn’t take but a day.

DEBBI E DAVIS: And, basically, with ny account

number if it’s an active working well, | start it out
Wi th an 80 and then use the last four digits, which is
also the VGOB number. Then you’ll notice at the bottom
of the spreadsheet, | have...they start out with 90.
Those are ones where there has been an order brought

before the Board, but they are not active. | have not
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recei ved noney as of today. And as | do receive noneys
in, I have spoken with Diane to kind of help her, I’ve
started highlighting those in the yellow to let her
know, vyou know, this was a 90 number and now I’'ve
recei ved moneys and it’s being...I’ve brought it up into
t he active spreadsheet now.

LETON HARDING M. Chairman, in terns of M.

Ratliff’s comments, we’d be happy, I mean, to work and
this kind of where...not get really conplex, but you
j ust sort of build a data file and, you know, you can
| mport that over with an HCH  Again, we understand, you
know, a lot of this is transition. Sonme of things, to
be quite frank with you, we’ll take time. We’ re not
asking folks to change it next week or whatever. But we
t hi nk over the |ong haul that that continues to mnimze
any kind of issues relating to the posting of the
accounts and conmmuni cation of information and stuff to
the Board. We’re very...very happy to continue to
proceed the way we are. But, again, our nunber one goal
IS just to do the best job we can and not nake any
particul ar m stakes wth the information we received.

BUTCH LAMBERT: Certainly. W do appreciate any

of fers that we can get from you that wll approve the

system and we’ll work more closely with the electronic
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system that we’re trying to develop in-house that w |
talk to your systens and be able to keep an accurate
record and an accounting of what we’re doing. So,
anyt hing that you have to offer, just like today, is
hi ghly appreciated and we will work with that.

DAVID ASBURY: M. Chairman, mnmay | ask a

gquesti on?

BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: Do you have any of operators

ri ght now currently using HCH?
DEBBI E DAVI S: No.

KAREN MCDONALD: | wanted to take a few m nutes

to review where we are with our investnents in the
escrow accounts. So, on the first page after the second
tab, you’ll see the July 1 to September the 30th review.
V¢ deci ded a while back to begin investing $980,000 in a
6 month CD and $980,000 in a 12 nonth CD over each
month’s period. So, we have purchased for 3 months now
and have the equivalent of 6 investnent units. W are
purchasi ng these in $245, 000 pieces so that the FD Q
coverage flows on each piece. The nature of the CEDARS
Program is as long as vyou do that, vyou’ve got
coverage...FDIC coverage. Just a reminder, we're

earning 50 basis on the 6 nonth CD and 65 basis points
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on the 12 nonth CD. So, ny sheets do not exactly
reconcile to what you’ll see with Debbie’s. What does
reconcile is the investnment of the dollars in the CEDARS
and at the quarter’s end was $5,880,000 and the
dollars...the total dollars invested between the npney
mar ket i nterest bearing account and the CEDARS is...does
match Debbie’s figure of $26,291,066.85. What does not
match Debbie’s is going to be the estimated quarterly
| ncone because of the inflows and outflows through the
| nterest accounts? So, whereas Debbie is showng a
$19, 000 plus interest earned, this is...mne is just an
approximation to give you a sense of how investing in
the CEDARS provides you nore return and shows that
we’re...you know, we’re doubling what you’re getting in
t he interest bearing account and even better with the 65
basi s points. The Board instructed, the next page, to
continue this process through the end of the year. So,
this sheet shows what the investnents wll [look Iike
approxi mately at Decenber the 31st. At that point, we
wi || have $11,760,000 invested in the CEDARS program
Depending on the dollars that come and go, we’ll have
approxi mtely $14,000,000 invested in the interest
account . So, approximately...you can see that our

i nterest...estimted incone earned will increase in this
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next quarter and you’ll start to see the Dbenefits

significantly from the CEDARS investnents and have

approxi mately $23,000 of income for the quarter.
Once...let’s go to the third page. That summarizes,
again, just estimated incone based on...for the year

based on what we have done and what we intend to do

t hrough your instruction through 12/31. So, we wll
have earned approximately $74,000 in interest. Agai n,
that is an approxi mate nunber. But once we arrive at
January, we will start having the 6 nonth CDs start to

peel off and, again, we’ll be back in a higher money
mar ket or interest bearing account sone. So, we wll
not...unless you ask us to be present, we will not be
here again until January and we’ve been purchasing these
CEDARS at the beginning of each nonth. So, if the Board
would |ike to nmake a comment today and talk about
I nstructing us for January 1 how to proceed, otherw se,
we W ll just begin to watch the CEDARS nonthly mature.
Only $980,000 will mature...wll mature each nonth and
not the 12 nonth CD. So, we have...we will be investing
nore until Decenber the 31st and then we wll Dbe
mat uri ng, but once January gets here we wll start to
have half of each maturi ng.

LETON HARDING If | could add, M. Chairmn, |
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nean, first of all, you know, we serve at the pleasure
of the Board. So, if you want us back at every neeti ng,
we’ 1l be back at every neeting.

KAREN MCDONALD: Yes. Exactly.

LETON HARDING  Secondly, Karen and | were

di scussing, to give you an exanple...an idea, | nean,
ri ght now our bank has about $71, 000,000 in Fed funds,
which basically what that means 1is it’s in our own
over ni ght money which we’re earning 20 basis points on.
But, again, we view and value the long termrelationship
of the Board and this account wth not only the bank,
but also the trust division. What | shared with Karen
is if it’s the pleasure of the Board to continue, you
know, this process at these interest rates, we wll be
happy to do so for the Board and for the fund. Again,
that’s purely your decision. You know, I think on the
next page Karen actually has the latest Treasury rates
and, Karen, | think you even have the two year Treasury
rate there. You mght want to share that with the Board
as well. So---.

KAREN MCDONALD: Because of the anticipation of

nore Federal Reserve qualitative easing which wll
require purchasing nore long term Treasurers, we don’t

anticipate rates to be going up. But at today’s date,
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the 2 year Treasury is earning 35 basis points. This is
not witten on your page. The two year is earning 35
basis points compared to our 25 basis points that we’re
earning in a liquid account. The 5 year Treasury is
earning 1.1% and the 10 year Treasury is earning 2.51%
When | was speaking with our noney manager this norning,
he said a Johnson and Johnson 10 year bond is yielding
| ess than a dividend provided by Johnson and Johnson
st ock. So, that’s the state that we’re 1in at the
moment . I'’ve even read that the 10 year Treasury
depending on the quality of easing that the Federal
Reserve does that the 10 year may nove as low as 2%
So, we are looking at what I’'m reading at least into
2012 very, very conservative interest rates. So, |
think the Board can consider...put that in your hat as
you make deci sions going forward for 2011.

MARY QUI LLEN: M. Chairman, | have just---.
BUTCH LAMBERT: ©Ms. Quill en.

MARY QUI LLEN: ---one question. At the

beginning of January when we’re looking at these first
| nvestnments in the CEDARS, do you recommend that we
continue the sanme process of half of them for 6 nonths
and half for 12 nonths if the market stays what it is?

KAREN MCDONALD: Well, | think my question back
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to you would be do you anticipate any certain |evel of
distributions where we’re keeping about 14,000,000
| i qui d. That w1l increase as these mature. I's
14, 000, 000 enough liquidity and if it is, then yes we
could easily do half of the 980 at 1 year and the other
at 6 months at the same rates that we’ve been offering.

MARY QUI LLEN:. Wll, of course, one of the

things that we continue to really work toward is, you
know, increasing the distribution...increasing it.

KAREN MCDONALD: Ri ght.

MARY QUI LLEN: So, that’s really, you know, 4
hard call of what---.
LETON HARDING But | do think, M. Qillen,

that in terns of...you know, basically you have what
about a million dollars at 6 months. Every month you’re
going to have a mllion dollars. So, when you factor in
t he anmount that you might have in the conpletely liquid
account. Secondly, the fact that...let’s say that you
were to continue this process, you would have naybe
right around a mllion dollars a nonths com ng due and
then also the contributions to the plan, which, you
know, can come in and out as well. So, it’s...it’s...1if
you stay a shorter term maybe...you know, like | said, 1

vear, you’re not really going out and taking an extreme
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amount of risk. It’s all FDIC insured. We understand
that, you know, 1it’s very important to get the best
yvield vyou can. That’s probably the reason we try to
docunent very much for the Board what currently in the
market place versus, you know, what we’re offering. You
know, our feeling would be or our hope would be over
ti me, you know, th rates would increase and then we get,
you know...the Trust Departnent they increase vyield.
The bad news to the bank would be if we wanted to keep
yvour money we would have to bid it up. But that’s fine.
W do that all the tinme with all of our clients and
customers. So, 1it’s...there’s not necessarily a right
or wrong answer here. It’s Jjust reaching that
equi l i brium point, that confort level that the Board
would have as far as we’re getting the most yield we can
Wi t hout sacrificing any kind of liquidity needs to nmake
di stri butions.

MARY QUI LLEN: Right. Well, that’s exactly]

what, you know, our thoughts are too and what are
concerns are. W want to be sure that we do, you know,
have the funds available if, you know, we are successful
in getting these distributions up because it has
| ncreased over the last year considerably. And, of

course, you all have noticed that in your distributions.
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So, you know, we...that’s our goal, you know,
consistently is to try and increase those distributions,
but at the sanme tine we want to try and earn the maxi mun
anmount of interest that we can and still, you know --.

DEBBIE DAVIS: And plus you would see an

I ncrease in the anount of dollars that would be maturing
cone July with the 6 nonth CD--.
MARY QUI LLEN: Ri ght.

DEBBI E DAVI S: - --purchase.
LETON HARDI NG And the 12 nonths. And, Ms.

Quillen, if you want to | eave your noney with us at one-
quarter percent instead of half percent, I’'m not opposed
to that.

KAREN MCDONALD: Well...and just |ooking at the

average annual vyield, when you look at the July to
Septenber, | did not right this nunber down for you.
But the average annual yield on the 26,000,000 at the
limted investnents that we had at Septenber the 30th,
the yield is just slightly above the 25 basis points
that we have 1in the interest bearing accounts. It’s
2798. Wien you |l ook at the full investnent at Decenber
the 31st, we’re up another 10 basis points because of
the decisions that we’ve made and that’s 3536 instead of

t he 25. So, that covers our fees right there, you know,
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You’ve got...that’s extra money to take back. So, if
the Board feels like it can...that 14,000,000 or even
10, 000,000 is enough liquidity nonth to nonth because
each nonth there will be new noney maturi ng.

MARY QUI LLEN: Ri ght.

KAREN MCDONALD: And we can stop it at any tine,

t he new purchases. But it is to your advantage and to
t he beneficiaries advantage to renain invested.

MARY QUILLEN: Right. And these...the CEDARS

certificates seem to be the safest and the npbst secure
plus the interest is again double.

LETON HARDING Well, Ms. Quillen, let ne...the

CEDARS certificate rates, of course, are set by the bank
as CD rates or savings rates are set by any...by any
bank. The Treasury rates are, you know, basically set
by the market. So, again, it’s...you know, we’ve made a
consci ous decision wth the great majority of all the
public entities that we work with, the counties, cities
and the Virginia Gas and G| Board to sort of get to a

point where we say, look, we’'re going to keep rates

maybe somewhat above market. But 1f we can’t make
money at those rates, then that’s...you know, that’s our
| ssue.

MARY QU LLEN: Right. Right.
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DONNI E RATLI FF: M. Chai r man.
BUTCH LAMBERT: M. Ratliff.

DONNI E RATLI FF: The largest here that we’ve had

di sbursenment is about 2.4 mllion?
DAVI D ASBURY: 1. 65.
DONNI E RATLIFF: So, if we tripled that, we

woul d still be under 5. So, you know, the gane plan
t hat has been presented is certainly sound in mmnd. |
mean, we’'re...we're...we’re stakeholders in trying to
protect the public’s mind and to protect the correlative
rights. I think it’s prudent to keep investing at the
rate that we are.

KAREN MCDONALD: So, M. Ratliff, would you

suggest that we do anynore than the maturing 980,000
each nmonth? W are initially doing twice the 980, 000 at
a 6 nonth and a 12 nonth. Are you suggesting that we
m ght be a little nore aggressive?

DONNI E RATLI FF: | think so. Yeah.

KAREN MCDONALD: At least for...for a 3 nonth

peri od, maybe the first quarter of 2011---7?

DEBBI E DAVI S: Continue what we’re doing.

KAREN MCDONALD: ---continue what we’re doing

with a 6 nonth and a 12 nonth of 980---?
LETON HARDING O the possibility also...lI
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nmean, again, as Karen said, if the Board woul d reconmend

that, well, we’re comfortable with this process 1in

addition...Karen, I think in terms of what we’re doing

currently that you could nodify that upwards instead of

doing it...what vyou’re doing right now 1is basically

2, 000, 000 nonth, is that correct? WlIlIl, not---.
DEBBIE DAVIS: Tt’s 1.96---.

LETON HARDI NG: Well, it’s 1.96. So, I mean,

t heoretically, you could take it on up to 3,000, 000.
You could do a mllion and a half in different
categories or you could do 4,000,000. But...or...like I
said, it’s...it is FDIC insured. You are basically, at
a mninmum doubling your rate wth the 6 nonth
certificates. | think the key question is the Board
establishing a floor at which you feel that we’re very
conf ortabl e Wt h this nunber relative to our
di sbursenments. Then as that noney starts com ng due and
we conme to you and we present the «current rate
envi ronnment and what other options there are, you know,
in the future that may not include CEDARS. It mght be
nore Treasurers or other kind of kind of governnment
agency bonds that have a great vyield. | can tell
you. ..l nean, at sone point, you know, if that occurs

that’s okay with us because I'm only making 20 basis
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poi nts and (inaudi ble) 50 basis points.

MARY QUILLEN: Treasury bills just nake nme a

|[ittl e nervous.

DONNI E RATLI FF: You don’t trust Washington.

(Laughs.)
LETON HARDING Well, | just use that as an

exanple, Ms. Quillen.
MARY QUI LLEN: R ght. R ght. Yeah. And

t his---.
KAREN MCDONALD: And in this environnent there

I s considered a bubble in the price of Treasuries.

MARY QUI LLEN: Exactly. And this...l just feel

| i ke this is secured---.

LETON HARDI NG So, to summarize---.

KAREN MCDONALD: This is...everyone w ns.

MARY QUI LLEN: Exactly. R ght.

LETON HARDING | think to summmarize from our

prospective, we’re currently following the Board’s
di rections and investing 1.96 mllion. Hal f of that
goes into a 6 nonth certificate at a half percent and
the other half goes into a 12 nonth certificate at a
hal f percent.

DEBBI E DAVI S: 65.

LETON HARDI NG: 65, I’'m sorry. So, 15 basis
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points more. So, again, with the Board’s agreement, we
woul d sinply continue. Secondl y, any noneys that are
comng due sinply redeploy that back into those sane
certificates at the sane rate, if it’s the pleasure of
t he Board. The third conponent, as M. Ratliff has
raised, is in addition to that, in other words, keep
doing it and then when the noney cones due just redepl oy
It back in the sane investnents is that you may want to
| ncrease the amounts that you have from...I’'m going to
use around about 2,000,000 to any nunber above that
3, 000, 000 or 4,000,000 is your pleasure. So, basically
the strategy that we’re doing right now is we’re still
depl oyi ng new noney, but cone the first of the year
we’1ll have money start coming due and we have to renew
that if that’s the pleasure of the Board.

MARY QUILLEN. Well, based on the infornation

from M. Asbury on what our average has been, | tend to
agree with M. Ratliff that, you know, we may want to
| ncrease that.

BILL HARRIS: M. Chairnman.

BUTCH LAMBERT: M. Harris.

Bl LL HARRI S: Even if we doubled what we’re now

putting in CEDARS that...I’'m looking at the...I guess,

the first sheet that says 5.8 mllion.
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KAREN  MCDONALD: The Septenber...the July

t hr ough- - -.

Bl LL HARRI S: I guess, I'm looking at
t he...yeah---.

LETON HARDING July 1 through Septenber. Uh-
huh.

BILL HARRIS: Through Septenber, yeah. | f
we...yes, the heading there. If we even doubled that,

considering how safe this appears to be, I don’t know
what the rest of the Board feels, but that...you know,
we would take money out of the one that’s at the 25
basi s points and that would nove into a 50 or a 65 basis
poi nts.

DEBBI E DAVI S: Ri ght.

LETON HARDI NG Yes, sir.

BILL HARRIS: Now, I don’t know. I’'m not a

noney nmanager. But it seens to ne that that would still
leave us with enough money that’s liquid that we would
be abl e to nake di sbursenents.

LETON HARDING And, M. Harris, if you would

| ook at the next page, | think what Karen has prepared
for the Board and for staff is if we continue, again, to
pursue the directive to this point and continue that

t hrough the end of the year, we will have invested right
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at 12,000,000 and that will take you to 14, 000, 000, but
then |ike you said the issue becones, okay, cone January
the 1st you have that 980,000 that conmes due and we
woul d sinply renew that at the current rates. Then as
yvou’ve described, Mr. Harris, vyou’ve got this...you
would be left wth roughly 14 and a quarter mllion
dollars. That’s maybe an excess amount and you make a
determ nation, do we want to put another 4,000,000 or
6, 000, 000 over tine into the certificate of deposits.
So...or a greater nunber or a |essor nunber at the
pl easure of the Board.

KAREN MCDONALD: And we do not have to wait

until January 1.
LETON HARDI NG No.
KAREN MCDONALD: We have made a purchase for the

first week of October. We can purchase them weekly.
SO, we could increase the investment at the Board’s
I nstruction for the remainder of October and Novenber
and Decenber if you want to take a little nore
aggr essi ve action.

LETON HARDING | think that the structure that

Karen has presented to you is an historical structure
I nterns of buying bonds. It’s what’s called laddering

our certificate of deposits so that vyou don’t get
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yoursel f stuck, you know, when rates are dropping and

miss that opportunity. We don’t anticipate rates going
down . Well, these are our rates and we’ll guarantee
them. We don’t anticipate rates going up. So, from a

traditional kind of |addering standpoint, you know,
there’s no real advantage in my mind, I guess, at
holding it outside the fact that if, you know, sonething
happens tonorrow unbeknownst to any of us, you know,
that drives rates up, sone kind of catastrophe or other
activity, it could drive rates up and you woul d say, oh,
ny gosh if we would have just waited we could have
carned a little bit more. We don’t see that really
happening in the market. So, you are giving up vyield
ri ght now by continuing to gradually put into the market
understand t hat. There is value to that in case rates
did move up though, you wouldn’t be kicking yourself and
sayi ng, oh, if we had just waited, we could have earned
a little bit nore noney. So, as Karen said, this is
flexible...this 1is Jjust a schedule that we’ve done at
this point in time. It’s not in concrete. We can do
anyt hi ng that the Board directs us to do.

BRUCE PRATHER: M. Chairman, | have a question

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER This is all predicated on the
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basis that the incone comng in from the producers is

essentially going to be the same every month, isn’t 1it?

LETON HARDI NG No, sir. From our prospective,

you know, you have at this point in time, roughly
$26, 000, 000- - -.
BRUCE PRATHER: Ri ght .

LETON HARDI NG  ---under managenent. You wl|

di rect us to nmeke distributions and those distributions,
I guess, are regardless of whatever comes in. All we'’re
trying to do at this point is to raise $26,000,000 or
$28, 000, 000 or $13,000,000 to try to achieve the best
yield we can while maintaining the needed liquidity that
the Board would like to have to nmake distributions to
your beneficiaries.

DEBBIE DAVIS: In Karen’s totals, she hasn’t

t aken into consideration new moneys coming in. It’s at
basi cally what we are right at to date.

BRUCE PRATHER: Then all you’re working with is

what already is in the account?

DEBBI E DAVIS: Wiat is already there.

BRUCE PRATHER: Okay. Ckay.

DEBBI E DAVI S: There’s not taken into

consi deration the new noneys com ng in.

BRUCE PRATHER: Wl |, what | was really thinking
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about woul d be in the event that there was a big drop on
a nmonthly basis for 6 nonths of inconme comng in---.

DEBBI E DAVIS: Right. And see we’re not taking

t hat i nto---.

BRUCE PRATHER: ---there’s no way I would want

to---.

MARY QUI LLEN: It would not effect this. Thi s

is what’s already on hand.

LETON HARDING No, sir. And---.

DEBBIE DAVI S: It’s what’s there today.

LETON HARDI NG Yes, sir. And, M. Prather,---.
BRUCE PRATHER: Oh, okay.

LETON HARDI NG ---the point you make also is

that each nonth currently based upon the current
investment structure, vyou have a $1,000,000 that’s
com ng due effective January the 1st. So, even if you
had a drop in receipts and vyou increased your
di stributions and all of a sudden, you know, you gave
out whatever the quality was, the mllions of dollars
that were in the liquid account, you’ve got a $1,000,000
every nonth also to work with.

BRUCE PRATHER: Well, what | would really like

to know in the event there was a drastic drop of the

anount of noney coming in, the Board would sure want to
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know about it.

LETON HARDI NG: Well, I don’t know, Mr. Prather,

the ability---.
DEBBI E DAVIS: Wl ---.

LETON HARDI NG ---of the Board to borrow

noney, but if you needed to distribute $26, 000,000 in 30
days, I’d be happy to make you a loan and secure it with
t hese certificates of deposits.

DEBBIE DAVIS: Wll, you all do receive ny

nont hl y spreadsheet that shows what noneys is comng in

nont hl y.

BRUCE PRATHER: Ri ght.

MARY QUI LLEN: Un- huh.

BRUCE PRATHER: Right. All I'm saying if we get
nore aggressive, | want to know if---.

LETON HARDI NG Yes, sir.

DEBBI E DAVI S: Ri ght.

BRUCE PRATHER: ---the inconme drops---.

Bl LL HARRI S: We’re covered still.

DEBBIE DAVIS: Well, the incone will remain the

same because we’ve promised you those rates.

BRUCE PRATHER: Ri ght.

DEBBI E DAVIS: | wunderstand what the producers

what they’re giving us.
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BRUCE PRATHER: Ri ght.

DEBBI E DAVI S: So, you’ll see that each month as

to what moneys I’ve received.

BRUCE PRATHER: All right. That’s good.

BUTCH LAMBERT: And if the Board is okay wth,

what | would like to do is to carry this over for one
nmonth and let us...let the Board nmenbers have a chance
to think about the options being presented and we can
bring it back for a vote.

DEBBI E DAVI S: kay.
BUTCH LAMBERT: Ckay.

LETON HARDING And, M. Chairman, if | may,

what | would say to you is we would nake a pledge here
today to the Board and staff that the rates that Karen
has shown you it would continue through March the 31st,
2011. At that point, you know, we can conme back and
based on market conditions nake a presentation to you if
we felt |ike we needed to nake any changes to the rates.

BUTCH LAMBERT: So, | guess, to continue on

until we carry it over we’'re where we are?

LETON HARDI NG Yes, sir.

BUTCH LAMBERT: Okay. Ckay.
KAREN MCDONALD: Yes.

DEBBI E DAVIS: Wuld you all like for us to cone
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back next nonth or---?

BUTCH LAMBERT: | think that...yes, absolutely.

DEBBI E DAVI S: Okay. That’s fine. We’1ll put

t hat on our cal endar.

BUTCH LAMBERT: If that’s possibly, we would

appreciate it.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: Thank you for the presentation.

It was very helpful. 1It’s always a pleasure to have you
f ol ks.
KAREN MCDONALD: Thank you.

BUTCH LAMBERT: Okay, |adies and gentlenen, at

this time, we’re going to take a 10 minute break and
we’ll resume at 20 after.
(Break.)

BUTCH LAMBERT: Ladies and gentlemen, i1it’s 25

af ter. W went a few minutes over. So, 1t’s time to
get started back. We’ve had a request for one more
public coment that she assured us would take no nore
than 5 mnutes and we have her on a clock. So, M.
Quilliam and you are on the clock and M. Asbury wll
forcibly renove you if it takes |onger than 5 m nutes.

MARTHA QGUI LLI AM | can handle the stress.

Martha QGuilliam Ellen, Virginia, heir to the Linkous
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Horn Estate. | am very unhappy. I  know that the
Board’s powers are limited. I have to respect that.
But with the business on the reporting from the bank

they come in here and tell us these little things. I’'ve
heard a whole lot of things this morning that I don’t
agree with. I'm sure that we all have at some time or
anot her been nenbers of a credit union. | know how ny
credit union works. W even have |ike every six nonths
or so or at | ease once a year a place where we can go in
and di scuss things with them because the credit union is
made up of noney from the nenbers. W own...you know,
t he noney still belongs to us. One of the things that’s
maki ng ne very, very unhappy and it has for a while...

think I’ve spoken with Mr. Asbury and any politician
that’s asking for my vote that’s the first thing we go
to. Of course, I won’t <call his name, Dbut your
Congressman in this area has told ne that his hands are
tied. He can’t do anything about. But I know for a
fact that he voted for these operators to cone in here
and drill the wells. So, I don’t think his hands was
very tied then. So, ny best hope is that he wll
repl aced because the next one that cones in he has
prom sed at |least to look at it. | do feel |like, we the

people, this noney does not belong to the Board...well,
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maybe sonme nenbers. But as a whole, it does not bel ong
to the Board. It does not belong to M. Asbury and M.
Davis and it does not belong to Consol or CNX or the
others. These are the two that I deal with. I don’'t
know about the others or the governnent. But | think
that we, the people, who the noney, this nopney bel ongs
to us, we should have sone input in where it...what bank
it’s put 1in and how it’s invested and how it’s
di stri buted out and when there are checks witten for
peopl e that sign off and agree to give themhalf so that
t hey can have the other half of what already belongs to
them, but they’ve got to pay 50% interest to collect
t heir noney. They wi sh we need to have...and there have
been nmenbers of our own famly that have gotten checks.
VW should have a statenent from that to see when the
accounts are going down or going up. | have noney

SunTrust Bank in Roanoke and they send ne a statenent

every single month. There’s not a month that goes by.
Plus they have a hot...24 hour hot hotline that | can
call and get any information on an account that | want.

This is one thing that sonething really, really needs to
be done about. W need to have sonme say in this noney.
That is one of the things that | am hollering the

loudest about. I’ve been coming here for 14 vyears.
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Si nce these escrow accounts have been set up, | have
never had any input. \Wen they were here this norning,
I'm not blaming the Board because I know that you can’t
do but so nuch, but we should have had a tine that every

| and owner in the building should have had a chance to

gquestion. | have several questions that | would like to
ask them. I came here from Salem. I don’t...I cannot
drive down here every day. I can’t take a day and go to
the Dbank 1in Lebanon. Although, I respect...I'm more

happy that’s it there then where it was before. But if

| have a question, | feel like | should be allowed to
ask it. | feel like |I deserve an answer. And one nore
thing, | do wish the gentleman was here that was here
was | ast week. | grew up on this property in Buchanan
County, every member of our family. We’ve had like 24
menbers involved one way or another. Everyone of us
have lived on that property. As we speak, we have 6

generations in our famly that we can go back that we
personally know |ike 8 generations who were old when we
got here. But they grew up there. If you go to the
G undy Courthouse and see ny Grandpa WII Stilwell, who
Is nmy great, great grandfather by Linkous Horn. It was
hi s grandfather. Wen he sold this property or sold the

coal rights to this property reserving everything else
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for hinself, this water was fine. We know that fron
1883. In the last 20 years, since 1990, the water has
been...it’s undrinkable. You know, you either have to
get on the city water, which is not even available to
everybody at this tine. Yeah, it does cone out of the
specked. I’11 be glad to take you places even now where
it comes out and it |looks like iron rust and all of that
st uf f. These things did not happen before the gas
operator...before the coal operators cone on because it
has been a | ot of damage since the ‘40s. But the damage
that the coal operators didn’t do, the gas...the people
that drill the gas wells have finished it off.

BUTCH LAMBERT: Ms. Cuilliam thank you.

MARTHA GUILLI AM  Thank you, M. Chairnman, very

much.

BUTCH LAMBERT: May | rem nd you that this Board

af forded you this opportunity this tinme, but from this
point forward you will need to be here for the public
comment period?

MARTHA GUI LLI AM Yes, sir. | was in a traffic

j am
BUTCH LAMBERT: Okay.
MARTHA GUI LLI AM: I’'m very sorry.

BUTCH LAMBERT: Thank you.
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MARTHA GUILLIAM In Christiansburg it was rush

hour .

BUTCH LAMBERT: The next item on the docket is
I tem nunber three. A petition from EQI Production
Conpany requesti ng di sbur senent of funds and

aut hori zation of direct paynent of royalties fron
coal bed nethane unit gas unit VC 536190. This is docket
nunber VGOB-06-1114-1761-01. Al parties wshing to
testify, please cone forward.

JIM KAISER M. Chairnman, Jim Kaiser and Rita

Barrett on behalf of EQI Producti on.
(Rita Barrett is duly sworn.)

BUTCH LAMBERT: You may proceed.

R TA BARRETT

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q Ms. Barrett, we’re here today as the
oper at or of well nunber VC-536190, is that correct?

A That’s correct.

Q And we’re here to ask that some escrowed

funds be disbursed in regards to the account for Tract 1
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Wi thin this unit?

A Yes.

Q And has everybody been notified as
requi red by statute?

A They have.

Q And are we disbursing all of these funds

i n escrow from Tract 1?

A No, we’re not. It’s a portion of all of]
the funds...it’s a portion of the funds in Tract 1.
Q (kay. And does the Board have a copy of

a2 spreadsheet that we’ve prepared?

A They do.

Q kay. And do we...would we direct their
attention to the last colum end fromthe right...end of

t he right side?

A Yes.

Q The owner’s percentage in escrow?

A Correct.

Q kay. And is that the colum that they

shoul d focus on---7?

A Yes.

Q ---for purposes of disbursenent?

A That’s correct.

Q And have all the owners represented in
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t hat spreadsheet signed a split agreenent for a 75/25

split?

A They have.

Q And do your nunbers reconcile with the
banks?

A They do.

Q And would you also ask that if this

order of disbursenent or request for disbursenent is
approved that going forward the operator be directed to
pay the royalties directly to the parties listed in the
spr eadsheet ?

A Yes.

JIM KAISER Nothing further at this tine, M.

Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: We’d ask that the petition be

approved as submtted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
DONNI E RATLI FF: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers 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 KAI SER: Thank you.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: Calling item nunber four on the

docket. A petition from CNX Gas Conpany, LLC requesting
di sbursement of funds and authorization of direct
paynent for all royalties on coal bed nethane unit...gas
unit AA-8. This is docket nunber VGOB-90-1010-0032-07.
Al | parties wishing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

(Anita Duty is duly sworn.)

ANI TA DUTY

having been duly sworn, was examned and testified as

fol | ows:
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DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q State your nanme for us, Anita.

A Anita Duty.

Q Who do you work for?

A CNX Land Resources.

Q What’s your title?

A Pool i ng supervi sor.

Q Wth regard to this di sbur senent

application today, did you participate in preparing the
petition and getting the notice out and preparing the
exhi bits?

A Yes.

Q And this application pertains to unit

AA- 8, correct?

A Yes.
Q And | f t he Boar d approves t he
di sbursenment, there will still be an escrow requirenent,

I s that correct?
A That’s correct.
Q Ckay. Because only a portion of the
noneys on hand are subjected to this disbursenent
request ?

A Yes.
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Q Wat tract are we tal king about ?
A 1B
Q kay. And IS t he request for

di sbur senment based upon an agreenent?

A Yes.

Q Have you seen that agreenent?

A | have.

Q And what does it provide in terns of the
di vi si on?

A 50/ 50.

Q kay. And have you prepared an escrow

cal cul ation reflecting that 50/ 50 agreenent?
A Yes.

Q It should be the |ast page of what the
Board has, | think.

A It is.
Q kay. First of all, did you neke a
conpari son between the operators paynent records and the
bank’s deposit records?

A Yes.

Q And when you nmde that conparison, did
you do it as of a particular date?

A July the 31st, 2010.

Q kay. And having made that conpari son,
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what did you | earn?

A They were in bal ance.

Q (kay. The coal parties to the agreenent
are whonf

A Harrison-Watt.

Q And the oil and gas parties to the

agr eenent are who?

A. Alice Elliott, John Jackson and Wanda

Q Ckay. And the total balance in escrow
on July the 31st, 2010 was what anount ?

A $15, 403. 05.

Q Okay. And have you set forth in owner’s
percentage of escrow the percentages that the escrow
agent should use at the tine the di sbursenent is nade?
A Yes.

Q And for Harrison-Watt what percentage
shoul d t he escrow agent use?

A 9.7429%

Q Ckay. And for Alice Mae Elliott and
John E. Jackson, what percentage should the agent use?
A 4. 0595 each.

Q Ckay. And then with regard to Wanda




A 1.6238%

Q And have you reported the wells
contributing to this escrow account ?

A Yes. AA-8.

Q Ckay. And have...are you also asking
the Board that wth regard to the acreage and
percentages that we’re talking about in Tract 1B
pertaining to this particular disbursenent that the
operator be allowed to be four people, one conpany and
three individuals, directly in the future?

A Yes.

Q Have you provided the Board wth a
revised Exhibit E that would apply after the requested
di sbur senent s occur?

A | have.

Q And have you also provided the Board
Wi th a Revised Exhibit EE?

A Yes.

MARK SWARTZ: I think that’s all I have, Mr.

Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.
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BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT: Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: Thank vyou, Mr. Swartz. It’s
appr oved. One abstention, Ms. Dye. Calling iten

nunber five, a petition from CNX Gas Conpany, LLQ
requesti ng disbursenent of funds and authorization of
di rect paynent of royalties for coal bed net hane gas unit
BB- 8, docket nunber VGOB-90-1010-0033-07. Al parties
W shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for us

agai n, Anita.

A Anita Duty.
Q What’s your job title?
A Pool i ng supervi sor.

Q Wre vyou in charge of and did vyou
participate in preparing this mscellaneous petition and
the rel ated exhi bits?

A Yes.

Q Dd you actually make a conparison of
the operator’s payment records and the bank’s deposit
records?

A | did.

Q And did you prepare a tract by tract
escrow cal culation in that regard?

A Yes.

Q And is that, again, the |ast page of
this exhibit?

A Yes.

Q W tal ked about a witten agreenent in
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the prior application and it |ooks |ike we have the sane
peopl e that we just spoke about earlier?

A Yes.

Q And they have a witten agreenent that

woul d al so pertain to this unit BB-8, is that correct?

A That’s correct.

Q Is it also a 50/50 witten agreenent?

A Yes.

Q And, again, we’re not seeking to close

out the escrow account, we’re seeking a disbursement of
j ust a piece of it, right?

A That’s right.

Q And what’s the tract that we have 1in
m nd here?

A 2C.

Q And with regard to 2C, when you conpared
the deposit records of the operator to the bank’s
records into the escrow account for BB-8, what did you
| ear n?

A They were in bal ance.

Q kay. And did you do that conparison as
of a date ascertain?

A July the 31st, 2010.

Q And what was the total amount in the
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escrow account for BB-8 as of that point?
A $26, 113. 38.

Q Ckay. And have you given the Board the
percentage that the escrow agent should use if this
di sbursenent request is approved wth regard to 4
portion of 2C?

A Yes.

Q And with regard to Harrison-Watt, what

percent should the agent use?

A 9. 7429%

Q The same percent as the last tineg,
ri ght?

A Yes.

Q For Alice Mae Elliott and  Johnny

Jackson, what percent?

A 4. 0595%

Q For both of thenf

A For bot h.

Q And then Wanda Arns?

A 1.6238%

Q The wells contributing this escrow

account are?
A BB-8 and BB- 8A.

Q And after the disbursenents are made,
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are you requesting that the Board authorize the operator
to pay these four folks directly?

A Yes.

Q Have you also provided with regard to
this unit a revised Exhibit EE?
A Yes.

Q And a revised Exhibit E that would
reflect the status after these disbursenents are nade?
A Yes.

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

BUTCH LAMBERT: Any questions fromthe Board?

DONNI E RATLI FF: M. Chai r man.

BUTCH LAMBERT: M. Ratliff.

DONNI E RATLI FF: This nunber matches w th what

the balance is in the bank. \When that bal ance...do you
ever find situations when they don’t balance and you
have to go back and reconcil e?

ANI TA DUTY: Were deposits aren’t put in...3d

lot of these units that we’ve done, we’ve reconciled
them and we’ve done these over and over and over again.
So, it’s mostly the newer deposits that we check. So,
we have in the past found that there was...there have
been checks in the wong pl ace.

MARK SWARTZ: Occasionally, we’ve been before
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the Board to nove noney from one escrow account to
anot her because that has happened. So, yeah,
occasional ly it happens.

DONNI E RATLI FF: Do you know how that happens?

Is it the deposit is wong in the bank or is it the

bank’s records are wrong or is it your records?

ANI TA DUTY: Probably the majority of the tine

it’s posted to the wrong account or even on our side,
maybe the VGOB nunber is incorrect on the check or
something...or something...it’s different. It just
depends.

DONNI E RATLI FF: That’s all, Mr. Chairman.

BUTCH LAMBERT: Thank you, M. Ratliff. Any

further questions?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by
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sayi ng yes.

(Al menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
vou, Mr. Swartz. It’s approved. Calling docket item

nunber six, a petition from CNX Gas Conpany, LLC for
requesti ng disbursenent of funds and authorization of
direct paynent of royalties from coalbed nethane
unit...gas unit AY-114, docket nunber VGOB-01-0821-0916-
01. All parties wshing to testify, please cone
f orward

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane
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agai n.

A Anita Duty.

Q Your job title?

A Pool i ng supervi sor.

Q Wre vyou in <charge of an did vyou

participate in the preparation of this petition and the

rel ated exhi bits?

A Yes.

Q We’re talking about what unit?

A AY- 114,

Q And we’re talking about what tract?
A 4...a portion of 4.

Q Ckay. So, th escrow account would need
to be maintained even if this disbursenent occurs?
A Yes.

Q kay. Is the basis...the basis for the
di sbursenment request, a witten agreenent or is it

sonmet hi ng el se?

A W were unable to locate M. Dye at one
poi nt and---.

Q Ckay.

A ---now we’ve located him.

Q Ckay. So, we escrowed because of an

unknown or an unlocateable and we’ve got that person and
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the money can come out and that’s the reason?

A Yes.
Q Okay. It’s not a conflict situation?
A Ri ght. And at the sanme tine, we had

noney there for Bostic Coal Conpany that could be paid

that we realized when we were | ooking at the account.

Q Ckay. That was also not really in
conflict?

A Ri ght .

Q kay. And did you conpare the bank

records and your deposit records with regard to this
unit as well?

A | did.

Q As of 7/31/20107

A Yes.

Q And were they in agreenent?

A They were.

Q And what was the balance in the escrow

account for the whole unit AY-114 as of that date?

A $68, 012. 40.

Q kay. And, obviously, we can see here
that given the amount that you’re asking to be disbursed
it’s roughly a third of that?
A Yes.
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Q kay. What percentage should the
Board’s escrow agent use to make the disbursement from

this escrow account to H C. Bostic Coal ?

A 24. 3888%

Q Ckay. And the Bernie Darien Dye?

A 8. 5876%

Q kay. And are you requesting that the

escrow agent use those percentages at the tinme the
di sbursenment is made to cal cul ate the dollars due?
A Yes.

Q And are you also requesting that the
Board all ow the operator to pay these two folks directly
in the future?

A Yes.
Q The well or wells contributing to the
escrow account are?

A AY-114.

Q I think that’s all I have, Mr. Chairman.
Ch, and al so, have you given us a revised Exhibit E to
reflect what the situation...the escrow situation would
be after you pay these two fol ks?

A Yes.

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

BUTCH LAMBERT: Any questions fromthe Board?
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BlILL HARRIS: M. Chairnman.
MARY QUI LLEN: Go ahead.
BUTCH LAMBERT: M. Harris.

BILL HARRI'S: Coul d you just address these...the

Pocahont as seam and these percentages and the notation
t hat you have there?

ANI TA DUTY: The way that we calculate the

ownership of the coal is to look at the conpletion
report and what was stinulated and take the total...|
guess, the total thickness of the coal that was
stimul ated and then that particular piece of Pocahontas
and just do an average.

Bl LL HARRI S: And that’s because of the

di fferent---7?

ANI TA DUTY: A percent age.

BILL HARRIS: Oh. Yes, okay. And that’s

because o the different ownership of the oil and gas in
t he Pocahontas seam is that---?

ANI TA DUTY: Well, he owns his entire one-fifth

interest in oil and gas. But on the coal side, he only
owns the Pocahontas seans. He sold all of his other
i nterest in the coal.

BILL HARRIS: So, the 8.5876 is due to his

owner shi p there?
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ANI TA DUTY: Right at the top, there’s a column

that says percent of coal except Pocahontas and a
percent of coal...or a percent of Pocahontas. Those two
t ogether cone up to a 100%

BILL HARRIS: To a 100% Yeah, okay.

ANI TA DUTY: So, out of that percentage he owns

j ust 8% of that...his one-fifth of that percentage is
hi s nunber.

Bl LL HARRI' S: Thank you.

BUTCH LAMBERT: Ms. Quill en.

MARY QUI LLEN: That was ny question. Thank you.

DAVI D ASBURY: Mr. Chairman, I’ve got---.

BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: This is not a split agreenent,

correct?

ANI TA DUTY: No, this was just an address

unknown.

DAVI D ASBURY: Just an addr ess unknown.

They...do they have any agreenent wth the coa
oper at or ?

ANI TA DUTY: He owns that piece in fee.

DAVI D ASBURY: In fee?

ANI TA DUTY: Yes.

DAVI D ASBURY: kay. All right. Thank you.

77




BUTCH LAMBERT: Any further questions?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
yvou, Mr. Swartz. It’s approved. The next item is item

seven. A petition from CNX Gas Conpany, LLC requesting
di sbursement of funds and authorization of direct
paynment of royalties from coal bed nethane gas unit AX-
114, docket nunber VGOB-01-0116-0859-01. Al parties
W shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.
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BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, state your nanme for us again
pl ease.

A Anita Duty.

Q What’s your title?

A Pool i ng supervi sor.

Q For?

A CNX Land Resources.

Q kay. And did you either prepare or

supervise the preparation of the petition and rel ated
exhi bits today?

A Yes.

Q Ckay. What unit are we tal king about in
t his application?

A AX-114.

Q And are we...what tracts are we talking

about ?
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A A portion of Tract 4.

Q kay. So, that would nean then that if
it’s a portion that the escrow account would survive
t hese di sbursenents?

A Yes.

Q And we have the sane reasons here that
you tal ked about in the last application with regard to

M. Dye and Bostic Coal Conpany, correct?

A Yes.
Q So, we have located him and discovered
that we could pay Bostic directly. Have you revised

Exhi bit E a post di sbursenent escrow requirenent?
A Yes.
Q Ckay. Have you also given the Board 4
tract by tract escrow cal cul ation through July the 31st,

20107

A | have.
Q To do that, did you conpare the
operator’s payment records with the bank’s...the escrow

agent’s deposit records?

A Yes.

Q And when you did that, what did you
| ear n?

A They were in bal ance.
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Q Ckay. Wat was...what is...was the
total anount on deposit with regard to AX-114 on July
t he 31st?

A $16, 254. 84.
Q And have you provided in your tract by
tract escrow calculation a percentage that the escrow
agent should use at the tine the disbursenent is nmade to

cal cul ate the doll ars due Bostic Coal ?

A Yes.

Q And what’s that percentage?

A 3.0827%

Q And then with regard to Mr. Dye, what'’s

t he percentage the escrow agent should use?
A 1.38%

Q And going forward, are you asking the
Board to allow the operator to pay these two folKks
directly with regard to these interests that are being
di sbur sed?

A Yes.

Q And what well or wells contributed to
t his escrow account ?

A AX-114.

Q And to anticipate...well, j ust to

complete the record, vyou’ve got a coal excluding
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Pocahontas and then vyou’ve got a Pocahontas seam

percentage as well, correct?

A Yes.

Q Those nunbers add up to a 100?

A Yes.

Q A 100% | shoul d say?

A Yes.

Q kay. And do you actually allocate the
production from the well or well...or from the well

based on coal thicknesses?
A Yes.

Q And the result are those percentages and
t hen that backs into the nunbers due or the percentages
for Bostic and Dye, correct?
A Yes, it is.
Q ls Dye...just for exanple, is his
interest in the coal solely a piece of the Pocahontas
seantf?

A Yes.

MARK SWARTZ: Okay. I think that’s all I have,
M. Chairman.

BUTCH LAMBERT: Questions fromthe Board?

KATIE DYE: M. Chairman, | have a question---.
BUTCH LAMBERT: M's. Dye.
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KATI E DYE: ---for M. Asbury. In | ooking at
the plat in this application, it shows it to be an
Cakwood Field, but only 58.7 acres. Is that a makeup
uni t?

DAVI D ASBURY: I'm not sure, Mrs. Dye.

KATIE DYE: Well, typically, our Oakwood are
80s, right?
DAVI D ASBURY: It could have been. The ori ginal

plat was 58.7 acres in the order of April, 2001. It was
al so identified as an Oakwood Fi el d.

ANI TA DUTY: I believe it’ a Middle Ridge Field

unit. I think that’s---.
SHARON PI GEON: M ddl e R dge, did you say?
ANI TA DUTY: Yes.

DAVI D ASBURY: It’s in Russell County. So, 1t

Wi || be Mddle R dge rather than Cakwood.

DONNI E RATLI FF: Good catch, Ms. Dye.

DAVI D ASBURY: Excellent catch.

BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

DONNI E RATLI FF: Mbtion to approve.

MARY QUI LLEN: Second.
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BUTCH LAMBERT: Wth corrected exhibit---?

DONNI E RATLI FF: Wth the correction, yes.
BUTCH LAMBERT: Okay.

MARK SWARTZ: I’'m not sure we can correct the

exhibit. W can give you an corrected exhibit, but we’d
have to go back...this is what’s on file. Do you want
to anmend the pooling order?

DAVI D ASBURY: The...let nme nmake double sure.

The original order of April of 2001 identified it as New
Garden District Mddle Ridge I.
MARK SWARTZ: Well, so it was right in the

ori gi nal order?

DAVI D ASBURY: The order...front order is Mddle

Ri dge. The plat still is Oakwood.
ANI TA DUTY: This is the sane plat that appeared

in that in that.

MARK SWARTZ: Right. What I'm saying is we had

to go---.

DAVI D ASBURY: You have to go back to the

original order and nodify it.

MARK SWARTZ: I'm not sure that...do vyou

understand what I’'m saying?

BUTCH LAMBERT: Yeah, | under st and.

MARK SWARTZ: So, if you want to...if you want
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to put in a provision when you draft the order that you
modifying the original order to include the plat, we’re
good to go. But | just want to make sure just giving
vou a plat doesn’t fix---.

BUTCH LAMBERT: Ri ght.

MARK SWARTZ: Ckay. So, go ahead and give

t hem - -.

DAVI D ASBURY: We have to nodify the original
order, the supplenental, and then the disbursenent. I's
t hat---7?

ANI TA DUTY: Include it as part of the---.

MARK SWARTZ: Let’s just do it as one order.

DAVI D ASBURY: Yes. That’s what I’'m saying.

DIANE DAVIS: Do it under the di sbursenent.
BUTCH LAMBERT: Okay. Al right.

MARK SWARTZ: So, she will get you the revised

exhi bit and then you can sol ve the problem

DAVI D ASBURY: Change it.

MARK SWARTZ: Ckay.

BUTCH LAMBERT: Ckay.

SHARON PIGEON: It should state that i1t 1is

correcting the plat and not revising the plat because
that’s what we’re doing.

DAVI D ASBURY: Yes, ma’am.
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BUTCH LAMBERT: Okay. So, go back---.

MARK SWARTZ: Well, you could even say 1it’s 4

corrected | egend, which would even be better.

SHARON PI GEON: We could even say that’s even

better.
BUTCH LAMBERT: Ckay. So, we have a notion to

approve with a corrected | egend.

MARK SWARTZ: Ri ght.

BUTCH LAMBERT: Do | have a second?

Bl LL HARRI S: Second. I think...I’'m not sure if

it was---.

BUTCH LAMBERT: It didn’t have a second on that

motion, I don’t think. So, Mr. Harris...okay, so, I
have a notion and a second. Any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT: QOpposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye. The
next item on the docket is nunber eight. A petition

from CNX Gas Conpany, LLC requesting disbursenent of
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funds and authorization and direct paynent of royalties
from coal bed nethane gas unit AA-9, docket nunber VGOB-
091- 0430- 0116- 06. Al parties wshing to testify,
pl ease cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, state your nane for us.

A Anita Duty.

Q Your job title?

A Pool i ng supervi sor.

Q For?

A CNX Land Resources.

Q Ckay. Dd you either supervise or

prepare the m scellaneous petition and related exhibits
for this unit?
A Yes.

Q Okay. And the unit that we’re talking
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records

with the bank’s or the collection of Dbank’s

about in this instance is AA-9, correct?

A Yes.

Q And we’re requesting a disbursenent of a
portion of the escrow account so that account would
survi ve?

A Yes.

Q And what two tracts are we talking
about ?

A A portion of 2A and 2C.

Q kay. And this r equest for al
di sbursenent is based on what?

A Royalty split.

Q Agreenment, right?

A Agreenent, yes.

Q Ckay. Is it a witten agreenent?

A It is.

Q Have you seen it?

A Yes.

Q And what, in general, are its terns as
t hey pertain to this request?

A 50/ 50.

Q Ckay. Did you a conparison or nmake a
comparison of the operator’s payment...royalty payment
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deposit records?

A Yes.

Q And when you nmde that conparison, did
you do it as of July the 31st, 20107

A Yes.

Q And were they in bal ance?

A Yes.

Q What was the total in the escrow account

for this unit AY-113...I'm sorry.

A AA- 9.

Q AA- 9. W need to fix that tract by
tract or have | gotten into the...never mnd. Wat was
t he bal ance on July the 31st, 2010 in the escrow account
for AA-9?

A $108, 178. 70.

Q Okay. And then vyou’ve got...on your
escrow calculation, you’ve got a section for Tract 2A
and section for Tract 2C, is that correct?

A Yes.

Q Ckay. Wth regard to 2A, have you
provided the Board with the percentage that the escrow
agent should use to nmake the disbursenent to Harrison-
VWatt, LLC?

A Yes.
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Q What is that?

A It is 18.6245%

Q Ckay. And with regard to M. Newberry
and M. MIller, have you provided the Board w th that
percentage as wel | ?

A Yes. 6.2082% each.

Q And for Teresa MG@othlin and Sherry
Boyd, have you given the Board the percentages?

A Yes. 3.1041% each.

Q So, is it your request that the escrow
agent be directed to use the percentages that vyou’ve
j ust provided or just put into the record to nmake the
di sbursenments to those folks at the tinme the
di sbursenment i s nmade?

A Yes.
Q And then with regard to Tract 2C, what
woul d the percentage that the escrow agent should use be

for Harrison-Watt?

A 2. 4825%

Q For Alice Mie Elliott and John E.
Jackson?

A 1. 0353%

Q And for Wanda Arns?

A 0.4141%
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Q And, again, the escrow agent should use
t hose percentages at the time the disbursenent is nade
to calculate the dollars that should be paid out to

t hose four fol ks?

A Yes.

Q And what well has contributed to this
account ?

A AA- 9.

Q And on a going forward basis, are you

asking that the Board authorize the operator to pay
t hese people directly consistent with the terns of their
escrow...consistent with the ternms of their royalty
agreenment ?

A Yes.

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

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

Q Have you provided the Board wth an
updat ed Exhibit E and updated EE that they would obtain
In the event the disbursenents are approved?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Do | have a notion?
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MARY QUI LLEN: Motion to approve.
Bl LL HARRI S: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT: Opposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
you, Mr. Swartz. It’s approved.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: Calling item nunber nine, a

petition from CNX Gas Conpany, LLC for disbursenent of
funds and authorization of direct paynent of royalties
from coal bed nethane gas unit AY-113, docket nunber
\VGOB- 10- 0821- 0915. All parties wishing to testify,
pl ease cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.
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ANI TA DUTY

having been duly sworn, was exam ned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, what’s your name?

A Anita Duty.

Q What’s your title?

A Pool i ng supervisor.

Q Who do you work for?

A CNX Land Resources.

Q Dd you either do the work to prepare

this mscellaneous ©petition and related exhibits
yoursel f or supervise their preparation?

A Yes.

Q This is a disbursenent request for &
di sbursement out of the escrow account pertaining to AY-

113, is that correct?

A Yes.

Q It’s just a partial disbursenent?

A Yes.

Q Wth regard to what tract?

A 4.

Q So, we're going to need to maintain the
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escrow account after the disbursenent?

A Yes.

Q The reason for the disbursenent request,
I think we’ve talked about it before, but Jjust to

conplete this record?

A Just due diligence efforts. W found
M. Dye.

Q And we determned that you could pay
Bostic?

A Yes.

Q kay. Did you do a conparison of the

paynent records and deposit records to determ ne whet her

or not they were in bal ance?

A Yes.

Q Were t hey?

A Yes.

Q And was this conparison nade as of July

t he 31st, 20107

A Yes.

Q And what was the total anount on deposit
In...with regard to this unit at that tinme?

A $98, 450. 86.

Q Ckay. And have you provided the Board

t he percentages that it should direct the escrow agent
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to use when it

A

o >» O >» O

> O »

Q

t he total coa
A

Q
wel | ?

A

Q

M. Dye reflect
A

Q

A

the Board authorize the operator to pay those people

directly in accordance with those percent ages?

al | ocati on here of the Pocahontas Seam as a portion of

makes the di sbursenment fromthis account?
Yes.

For Bostic Coal, what should it use?
6. 745%

And for Bernie Darien Dye?

1.7498%

And the...and are you also asking does

Yes.
In the future?
Yes.

Okay. And you’ve done the same

seam bei ng produced?
Yes.

And that’s reported on vyour chart as

It is.
And then the percentages for Bostic and
that allocation as well?
Yes.

They’re derived from it?

Yes. Yes, it is.
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Q Do you know off the top of your head

what well...it |ooks like it nust be AY---7?
A It is AY-113.
Q kay. This is where the production

dol | ars have cone fronf

A Yes.
Q Have you provided the Board wth a
revised Exhibit E and a revised...l guess, just a

revised Exhibit E, correct?

A Ri ght. Yes.

Q And does that reflect the status as
of ...after these paynents have been nade?
A Yes.

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

Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
Bl LL HARRI S: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abstai n.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank

you, Mr. Swartz. It’sS approved.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: Calling item nunber ten, &

petition from CNX Gas Conpany, LLC for pooling of
coal bed nethane unit G 17, docket nunber VGOB-10-0817-
2778. All parties wishing to testify, please cone
f orwar d.

MARK SWARTZ: Mark Swartz and Anita Duty. As

you may recall when we were here last nonth, we actually
did all of the testinony for G17 and 1-17 and then
realized that the cost allocations were wong. Anita
has updated those allocations and has new exhibits. So,
really we’re sort of her to complete the testimony on
t hose. To just sort of nove things along, | mght
suggest that you call the next one as well and we’ll do

the cost data at the sane tinme to conplete the record on
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t hose two, i f that nmkes sense.

BUTCH LAMBERT: It sure does. Thank you, M.

Swartz. Also calling nunber el even, a petition from CNX
Gas Conpany, LLC for pooling of coal bed nethane unit |-
17, docket nunber VGOB-10-0817-2781.

MARK SWARTZ: Mark Swartz and Anita Duty. Wile

Di ane is passing that information out, both of these
units pertain to the allocation of production fron
| ongwal I s. The issue that we had before was the dollars
that we were tracking did not track the longwall wunits
that we were concerned about. So, Anita has got that
corrected. Just to get us refocused, that was the issue
here. If you’ll notice in the...well, if you could look
at Exhibit E or B-3, just to kind of refresh you as
well. In addition to reporting, you know, the customary
Interest in unit for each person, we then also have
Interest in and then there are the longwall panels
underground and those interests, obviously, are, you
know, driven by the tract and the location of the
longwall units. So, we’'re essentially providing the
cost data so that if people want to participate in these
| ongwal | panel production, they wll have the right

dollars to do that.
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ANI TA DUTY

havi ng been duly sworn,
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your
us again.

A Anita Duty.

Q Your title?

A Pool i ng supervi sor.

Q And who do you work for?

A CNX Land Resources.

Q When we were here last,

gquite the right dollars and cents figures,

was exam ned and testified as

nane for

we didn’t have

correct?

A That’s correct.

Q Have you revisited that?

A Yes.

Q kay. And have you provided a revised
exhi bit that shows 10/18/2010 for units G 17 and |-17?

A Yes.

Q And the first page of the exhibit...
revised exhibit that you’ve provided 1is a summary,
correct?

A It is.

99




Q And it’s followed by three well cost
details for three different wells, correct?

A Yes, it is.

Q Wth regard to G 17, have you done 4
cost allocation of the wells that serve the panels that
are within G17?

A Yes.

Q And when you do that, what is the share
of unit G 17 in the total costs?

A $88, 884. 79.

Q Ckay. And that would be the dollar
anount that the order should state is the total of the
al | ocable costs to which the percentage should be
applied to come up with a participation figure?

A Yes.

Q And the Dbackup for the calculations
whi ch are shown on the sunmary sheet is the next three
pages?

A It is.

MARK SWARTZ: That’s all I have with regard to

G 17.
BUTCH LAMBERT: Questions fromthe Board?
KATI E DYE: M. Chairman.

BUTCH LAMBERT: Ms. Dye.
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KATIE DYE: I'm kind of lost here. Could you or
Mr. Asbury or somebody kind of explain what’s going on,
Just for my own education? I’'m not sure what I’m
| ooki ng at.

BUTCH LAMBERT: Are you tal king about the new

exhi bit?
KATI E DYE: No. | guess, the whole process.
SHARON PI GEON. Mark, you mght just give her a

little summary because she wasn’t here the last time.

BUTCH LAMBERT: That’s right.

SHARON PI GEON: It woul d be, you know, hel pful.

KATI E DYE: | woul d appreciate that.
MARK SWARTZ: Okay. There are l|longwall panels

under these units, which is sort of outlined in pink
her e. And when those areas within those panels gob
we’ re producing from a panel and what we’re doing is
al | ocating interests to tracts within a unit as to the
| ongwal | productions. So, this...you can’t see this
very well. But right here is a boundary between units.
W would literally calculate the anount of this |ongwall
panel on a percentage basis that’s in this unit and
calculate the amount of the distance that’s in this
unit. We would nmake an allocation of production between

the units. Then we would take the tract i nformation for
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the individual units and we would further allocate that
production to the owners and the units and your orders
al | say that. | mean, the orders...this process was
approved a long tine ago. \What Anita has done with the
cost estimate is she has |looked at the wells that
contribute to the gob production. So, it would not be &
frac well that’s still producing. It would be where...
you know, how is the gas getting from the gob | ongwal
panel to the surface. And she has taken the costs of
t hose wells and reported them on the cover sheet and to
the extent they contribute production to...from Il ongwal |
panels that actually are wunder units, they are then
allocated on the same percentage basis that I’ve Jjust
spoken to to the given unit and when she does that
al | ocation, just |ike you would allocate the revenue,
when she does that allocation of the anount of the
panels in this unit as opposed to this unit she cones up
Wi th a share of $88,884.79 as a participation cost.
KATI E DYE: Ri ght.

MARK SWARTZ: And you’ll notice...this isn’t 4

good exanple, but sonetines there are...you know,
sonmetines there are obviously wells...yes, sonetines
there are obviously wells that are not wthin...you

know, intercepting a panel that are not included in the
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costs because they are a frac well.

KATI E DYE: So, these panels have been m ned and
the coal removed or I'm I confused here?

MARK SWARTZ: No, you’re correct.

KATI E DYE: Ckay.

MARK SWARTZ: And if you look at the...if you

| ook at the percentages...go down to the very bottom of
G 1, if you’ve got it in front of you, the first sheet,
okay. Wat G 1 reports down at the bottom there is
for...she has done the allocation of the three | ongwal l
panels that are in that G 17 unit and figured out what
percentage of the panel is in the unit to apply for the
nunber . So, what | was telling you, you know, we do a
cal culation of how nuch of this longwall...any given
| ongwal | panel is actually in a unit. Those percentages
are reported there and we use those to calculate the
di stribution of the noney as well...or the costs as
wel | .

KATI E DYE: And those panels typically are what
about 1250 wi de?

MARK SWARTZ: Oh, no. They’re...is this an inch

equal s 400.
ANI TA DUTY: I don’t think 1t’s to scale.
DAVI D ASBURY: 908.
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MARK SWARTZ: They’re much wider than that. I

mean, they’re---.

KATI E DYE: Well, | was thinking 1250 foot w de.
| s that what they---7?

DAVI D ASBURY: Are you talking the width or the

| engt h?
KATI E DYE: The w dth. Then they run several

t housand feet sonetines.

MARK SWARTZ: Well, there’s...I mean, if this is

an inch equals 400, you know, it’s several 100 feet wide
and, you know, 1000 feet |ong depending...l nean,
they’re different lengths. But, you know, it’s a

bi g- - -.

KATIE DYE: Well, in talking to husband that has
been a miner, I’'ve always heard him say that wusuallyj
it’s like about 1250 and then the panel could go as far
as 7,000 feet or sonething |like that.

DAVI D ASBURY: Typically---.

MARK SWARTZ: A panel could certainly be that

long. But, I mean...you know, without a scale, I don’t
know what the width of these are. I can’t---.

ANI TA DUTY: I have no idea. That’s not to
scal e.

KATIE DYE: In just 1ooking, they look Iike
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they’re pretty much the same from over here width wise.

MARK SWARTZ: Well...but, you know, to put it in

prospective...|l nmean, the unit boundary would be fron
here to here and it’s 1900 feet. So, there’s no way
each one of those panels is 1200 feet. | nean, it just
ain’t going to happen. It’s several 100 feet is my best
esti mat e.

KATIE DYE: No, when I'm saying 1200, TI'm

t al ki ng about the cross...across the end of them

MARK  SWARTZ: You’ re talking about this

measur enent ?
KATI E DYE: Yeabh.
MARK SWARTZ: And I'm saying it couldn’t

possi bly be because the entire unit is |ike 1800 or 1900
feet across and so if each one was 1200 we would be a
mile. It’s not...you can’t get there from here.
They’re not that wide.

DAVI D ASBURY: M. Chairman.

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: Just from a little bit of

knowledge, the actual <coal Dblock there that he’s
referring tois 980 feet in wdth typically.

KATI E DYE: Ckay.

DAVI D ASBURY: And that has been shortened with
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the new blocks down to sonewhere around 750 or 760.
But, typically, the actual...the physical block fromn
corner to corner is about 980 to a 1,000 feet.
KATI E DYE: Ckay.

DAVI D ASBURY: Unless...unless...that’s the

current Buchanan Mne. This may be a different set
of - - -.

ANI TA DUTY: This is VP1.

MARK SWARTZ: This is VP

KATI E DYE: So, they could have been |ike w der
I n VP1 possibly?
DAVI D ASBURY: O shorter, yes.

KATI E DYE: O shorter.

DAVI D ASBURY: Yeah. We’d have to...is that map

to scale, Mirk?

MARK SWARTZ: No, it’s...well, if it 1is, I don’t

know what the scale. But just given the size of these
units, there’s no way.

DAVI D ASBURY: It could be nuch shorter.

KATI E DYE: Well, probably what | was basing...

what | was saying on this is where David had worked,
which was |ike 8 and 2. Just hearing him tal ki ng about
it...you know, talking about the |ongwall panels and

ever yt hi ng.
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BUTCH LAMBERT: They vary greatly on the size

given the mne plan, the root conditions and coa
hei ght .

MARK  SWARTZ: Oh, they’re going to vary.
Absol utel y.

BUTCH LAMBERT: Yeah, they’re not...they’re not
any set limts on what those could be. Anyt hi ng
further, Ms. Dye?

KATI E DYE: No, thank you very nuch.

MARK SWARTZ: You’re welcome.

KATI E DYE: | appreciate that.

SHARON PIGEON: Did that help you out?

KATI E DYE: Yeah, it did.

SHARON PI GEON: Okay. Well, that’s the goal
her e.

KATI E DYE: | need...| need to understand.

SHARON PI GEON: That’s the goal here.

BUTCH LAMBERT: Any further questions from the
Boar d?

(No audi bl e response.)

BUTCH LAMBERT: Anything further,---7?

DAVI D ASBURY: M. Chai r man.

BUTCH LAMBERT:

MARK SWARTZ: No.

---M. Swartz?

I'm good.
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DAVI D ASBURY: These appear to be nuch shorter.

There’s only five interceptions here. So, 1t could be

500 foot centers.

BUTCH LAMBERT: Okay, do | have a notion?

BILL HARRIS AND BRUCE PRATHER: Mdtion to

appr ove.

MARY QUILLEN: Is this for both panels...| nean,

for both itens?

MARK SWARTZ: Just the first one.

BUTCH LAMBERT: Just the first one.

MARK SWARTZ: Just the first one.

BUTCH LAMBERT: Nunmber ten. Itemten

BRUCE PRATHER: The first one.
MARY QUI LLEN: The first one. Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie
Dye.)
BUTCH LAMBERT: QOpposed, no.

KATI E DYE: Abstai n.
BUTCH LAMBERT:. One abstention, Ms. Dye. Ckay,
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you nmay proceed with item el even.

ANI TA DUTY

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, turning to 1-17, vyou’ve also
gi ven the Board an updated calculation wth regard to
t hat, correct?

A Yes.

Q And if go to sort of the bottom line on
item 17, the first page, you’ ve got the same
percentages, which show the percentage of the panel

Wi thin this |-17 unit, correct?

A Yes.
Q And they’re substantially less than the
per cent ages. .. actual l vy, | ess t han hal f of t he

percentages that were reflected on the other exhibit,
correct?

A They are.
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Q So, the participation costs here would
be presunmably less and indeed it is, correct?

A Yes.

Q And the allocatable costs for unit 1-17
when you do the sane sort of process that we were
tal king about with regard to G 17, results in a nunber
of what ?

A $39, 430. 36.

MARK SWARTZ: Okay. And that’s all I would

have with regard to this one.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al menbers signify by saying yes, but Katie
Dye.)
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BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.
BUTCH LAMBERT: One abstention Ms. Dye. Thank

you, Mr. Swartz. It’s approved.

MARK SWARTZ: Thank you. Now, I’'d like to move

t hat we skip GeoMet and Appal achian Energy and EQI and
nove directly to twenty-seven

(Laughs.)

SHARON PI GEON: It sounds fam i ar.

MARK SWARTZ: But I'm assuming that motion would

be deni ed.

BUTCH LAMBERT: We’re calling number twelve 0N

t he docket. A petition from GeoMet Operating Conpany,
Inc. for pooling of coal bed nethane gas unit 46...416 VA
F33, docket nunber VGOB-10-0921-2798. Al parties
Wi shing to testify, please cone forward.

TOM MULLINS: M. Chairnman, Tom Mullins with the

Street Law Firm along with Pebbles Deel representing
GeolMet .

BUTCH LAMBERT: Good nor ni ng.

DALLAS NESTLE: Good norni ng.

JUSTIN PHILLIPS: Justin Phillips representing

Appal achi an Energy.
TI' M BLACKBURN: Ti m Bl ackburn with GeoMet.
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DALLAS NESTLE: Dallas Nestle with GeoMet.

(Justin Phillips, Tim Blackburn and Dallas
Nestl e are duly sworn.)

TOM MJULLINS: M. Chairnan,---.

BUTCH LAMBERT: You may proceed.

TOM MJILLI NS: ---this one 1isS a Jlittle

di f f erent.

BUTCH LAMBERT: Uh, oh.

TOM MULLINS: | apologize for always for always

bringing different ones before the Board. This one had

previously been pooled by Appalachian. They’re...we’ve
done a workout. We’ve done some agreements between the
conpani es. | think Appalachian is going to voluntarily

Wi t hdraw thei r pooling and we’re going to pool this
unit. I’11 let Mr. Phillips speak to that.

JUSTIN PHI LLIPS: That’s correct, Mr. Chairman.

A coupl e of days ago, | email a |letter where Appal achi an
resigned. | have that original letter here today.

BUTCH LAMBERT: W have received a copy of that

and I think it’s in the record.

DAVI D ASBURY: Yes.

BUTCH LAMBERT: kay. |If you would like to hand

that to M. Asbury. | have seen that.
DAVI D ASBURY: Thanks, Justin.
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TOM MJULLINS: That’s probably the most different

t hi ng about this application, M. Chairnman.

SHARON Pl GEON: We’ll see.

(Laughs.)

TOM MULLINS: That I know of right now. I'm

subj ected to being surprised.

JUSTIN PHI LLIPS: Mr. Chairman, that’s all that

Appal achian has in this matter. So, if---.

BUTCH LAMBERT: Thank you, M. Phillips.

JUSTIN PHILLI PS: ---the Board is okay wth

that letter than---.

BUTCH LAMBERT: We are.

JUSTIN PH LLIPS: Ckay. Thank you.
BUTCH LAMBERT: Thank you.

TOM MULLINS: First, I’'d like to call Mr. Dallas

Nest | e.

DALLAS NESTLE

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR MJLLI NS:

Q Wul d you pl ease state your full nane?

A. Dal | as Nest| e.
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Q By whom are you enpl oyed?

A GeoMet Qperati ng Conpany.

Q And what do you do for GeoMet?

A I’'m the project manager.

Q And what does the project manager do?

A Manages the project.

(Laughs.)

A O tries to.

Q Does that include the unit that’s
desi gnated F-33 in the application before this Board?

A It does.

Q Are you famliar with that application?

A I am

Q How many acres are in this unit?

A 80. 14.

Q And is this an OGakwood Field unit?

A Yes, it is.

Q And what is the unit nunber?

A The Virginia nunber is F33, Rogers well
416.

Q Ckay. Does GeoMet possess the drilling
rights for this unit?

A Yes.

Q Are you aware of any folks that are
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|isted in Exhibit B-3 that need to be di sm ssed?
A No.
Q What is the percentage of coal ownership

t hat GeoMet has under | ease as we speak here today?

A 51. 07.

Q And the gas ownershi p?

A 58. 433265.

Q And to your know edge, was notice sent

as required by statute to those folks entitled to
notice?

A Yes.

TOM MULLI NS: And we will submt post hearing

t he evidence of the certified nmailings, M. Chairnman.

Q Is GeoMet authorized to do business in
t he Commonweal th of Virginia?

A Yes.

Q And does it have on file with the Board
a bl anket bond as required by statute?

A Yes.

Q What are the lease terns that GeoMet
of fers fol ks that | ease with thenf?

A $20 per acre for a five year paid up
| ease with a one-eighth royalty.

Q Based on your experience in the gas
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I ndustry in Southwest Virginia, is that reasonabl e | ease
terns?

A Yes, it is.

Q kay. Wiat is the percentage of the oi

and gas estate that GeoMet is seeking to pool here

t oday?
A 41.566735%
Q And the coal estate?
A 48. 93%
Q To your know edge, are there any unknown

or unl ocat eabl e owners?

A No.

Q kay. Are there any parties whose
I nterests are in dispute?

A No.

Q And is it the request of GeoMet that the
Board pool the unleased interest in this unit?

A Yes, it is.

Q To whom should correspondence be sent
concer ni ng communi cati ons with GeoMet about this unit?
A Joseph Stevenson, |and nmanager at GeoMet
Oper ati ng Conpany, 5336 Stadium Trace Par kway,
Bi rm ngham Al abana.

Q Ckay. And was an estimate of well costs
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prepared for this unit?

A Yes, it was.

Q And are you famliar with that?

A I am

Q kay. Do you know what the total depth
of the proposed well for this unit is to be?

A 1, 653 feet.

Q kay. What about the reserves...the

esti mated reserves?

A 769, 000, 000 standard cubic feet.

Q And the well conpletion costs?

A $418, 987.

Q And the dry hole costs?

A $186, 501.

Q And S there an exhibit to the

application that identifies these costs?

A Yes, there is.

Q kay. And do the costs include a charge
for supervision of the well?

A Yes, they do.

Q And in your opinion, does the granting
of this application...wuld the granting of this
application pr onot e conservati on, pr ot ect t he

correlative rights and prevent waste?
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A. Yes, it woul d.

TOM MUILLINS: That’s...I have another witness

concerning some of the mine maps. But that’s all I have
of M. Nestle right now
BUTCH LAMBERT: Any questions fromthe Board?

KATI E DYE: M. Chair nman.
BUTCH LAMBERT: M's. Dye.

KATIE DYE: Just one for M. Asbury. I's

your . ..does your plat have a signature?

DAVID ASBURY: It has got a seal. There’s no

Ssi gnature at the bottom It does have a seal.

SHARON PIGEON: W need a <copy wth the

Si gnat ur e.

DAVI D ASBURY: We don’t...we do not have it in

this file.
SHARON PI GEON: | said you need to get that.

DAVI D ASBURY: Yes.

BUTCH LAMBERT: Can you provide that to us, M.

Nest | e?
TOM MJULLINS: We sure can.

BUTCH LAMBERT: kay. Thank you. Any further

questions fromthe Board?
TOM MJLLI NS: Here’s one.
BUTCH LAMBERT: Okay.
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SHARON Pl GEON: Good tur naround.

BUTCH LAMBERT: Good | ob.

TOM MIULLINS: Should | give it to the Board or
to M. Asbury?

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: Thank you.
MARY QUI LLEN: M. Chairman, | have---.
BUTCH LAMBERT: Ms. Quill en.

MARY QUI LLEN: ---a question regarding this

| etter that was in our packet from Pauline Brown Hagy.
She states in the letter that she had signed a |ease
Wi t h Appal achian Energy and they...and she had...they
had agreed to include the coal bed nethane in that |ease.
The terms of...this is quoting, “The terms of our lease
Wi th Appal achian Energy are nuch nore favorable than
those offered by GeoMet.” If T understand correctly,
all of these |eases that Appalachian had have been
assi gned over to GeoMet?

TOM MIULLINS: No, that is not...we have not---.
BRUCE PRATHER: No.

MARY QUI LLEN: No?

TOM MULLINS: We have not. Appal achi an has not

assigned us their leases. We’re pooling those

interests. ©Now, one of the...I'm certainly not a master
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of title work. So, I don’t represent myself to be. But
as | understand the circunstance, and M. Phillips has
st epped back up and he can explain shortcom ngs that |
may have, Appal achian acquired their interest through
sone original |eases taken by a conpany known as Edwards
and Harden Petrol eum Conpany.

MARY QUI LLEN: Ri ght. Unh-huh.

TOM MILLINS: Those original |eases may or may

not have had coal bed nmethane interests in them So,
what Appal achian did is they went out and they got sone
ratification docunments. Those ratification docunents

aren’t necessary...aren’t recorded some of them in the

Clerk’s office. So, until really today, we hadn’t seen
some of those. I guess, one day this week. I"ve been
out of town. We hadn’t seen those documents. Ms. Hagy

has been communicating with and we’re in a dialogue with
her, but we’re pooling that interest is what we’re doing
today. That’s what we’re asking to be done today.

MARY QUI LLEN: Also, as part of this, she says

that a portion...a share...”The 1list of P. J. Brown
Heirs has a mstake in the percentages assigned to
di fferent segnents of the Heirship. The original six
hei rs had equal shares of one-sixth, but her grandfather

had purchased an additional one forty-second or 2.38095¢
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share from Henry and Beatrice Brown. The record of the

purchase was presented and admitted to record on July

31, 1925.” It says, “This purchase nmake El dridge Brown
Conpany, LLP the |argest stockholder of the P. J. Brown
Heirs.” Her question 1is, that additional one forty-

second i nterest has not been credited to their Heirship.

Has there been anything done on that? Wre you aware o
t hat ?

TOM MIULLINS: | can certainly address part of

that and Mrs. Deel can...she’s more familiar with the

title than I am So, she can probably address anything

that | cannot answer. But, nunber one, this is one of

t he messiest titles that | am aware of in

Nunber

two nost

Buchanan County. two, in the title chain there

were sonme issues concerning adoption and a

CGeolet

prior
litigation that...the person that had rendered a
concl usi on

So,

title opinion cane to a slightly different

than Ms. Hagy did as to what her interests were.

there’s certainly...if she has a issue she can...she may

need to have that addressed.

title folk...our

title guys

But based upon on what our

told us, the percentages

t hat we have |listed are based upon what he has been able
to analyze from what’s of record. If there’s anything

that I’'ve---.
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MARY QUI LLEN: Has there been dialogue with M.

Hagy concerning this to resolve what her concerns are?

TOM MJILLINS: Yeah. Joseph Stevenson wth

GeoMet out of Birm ngham has certainly called and tal ked
to her. I don’t know if there’s any communication...any
Witten communication that has taken place, but he has
certainly called her and talked to her on the tel ephone
to let her know what GeoMet’s position was and what our
issues were. She’s aware of that to ny know edge.

MARY QUILLEN:. This letter was dated Septenber

t he Ot h. Have these conversations taken place after
Sept enber the 9t h?
TOM MULLI NS: Yes.

MARY QUI LLEN: So, that follows up---?
TOM MULLI NS: We---.

MARY QUI LLEN: ---this letter?

TOM MULLINS: It does. W got a copy of that

| etter and then we imedi ately turned around and started
speaking...first we figured out...tried to figure out
what she was asking of us and then we had a dial ogue
Wi th her.

MARY QUI LLEN: So, this---.

SHARON PI GEON: Has your office done the title

wor k ?
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TOM MULLI NS: No.

MARY QUI LLEN: So, this...was Appal achi an Energy

awar e of this?

JUSTIN PH LLIPS: Yes, M. Quillen. She. .. Ms.

Hagy phoned ne and she let ne know that she had witten
a letter to the Board. | explained the history that
we’ve had here, Appalachian and GeoMet on these...this
application here and then a couple of nore these units
and told her that(inaudible) had planned to resign,
which we did today. Appal achian Energy and its
predecessors have been producing the gas from tract
since the 1late 1980s. So, we’ve got a pretty good
repoire with M. Hagy and sonme of the other heirs.
Further, Mr. Mullins he’s correct. This 1is a very messy
title. But 1in 1light of the 1long term that we’ve
produced the gas, we feel that a proportion that we pay
her is correct. We don’t...we don’t get any phone calls
saying you didn’t show my interest correctly, but that’s
not to say that GeoMet’s isn’t correct. But I did tell
Ms. Hagy that | would probably nake an appearance today,
If | was asked to, and she asked ne to convey to the
Board that she didn’t want to keep anyone from drilling
nore wells and producing nore of her gas. | just told

her that the issues wth the title the proportion
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that...or the depiction of ownership for the Eldridge
Brown Conpany would be a matter between CGeoMet and her.
As far as these ratifications that M. Millins spoke of,
we have...we do have a lot of the P. J. Brown Heirs
|isted by a ratification docunment for coal bed nethane

ANd like I said, they’re not recorded. We did provide
those to GeoMet, the ones that we have but probably
after they had submitted their application to M.
Asbury’s office. But GeoMet has been made aware and so
have the P. J. Brown Heirs. So, they’re aware of the
| eases wth Appal achian Energy, GeoMet and the
| andowner s.

TOM MULLINS: And one thing that we may, wth

t he consent of Appal achian, we mght would like to do is
submt those ratification docunents for an exhibit to
the Board so you can have those in your file. You’ll
know which ones are which and the order can reflect
t hat .

JUSTIN PHILLIPS: Appal achian would be accepted

to do that. Wien the Board order is recorded or the
suppl enental that those ratifications be included so
that all parties would be on notice of Appalachian’s
coal bed nmet hane ri ghts.

BUTCH LAMBERT: Ckay. Thank you.
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BRUCE PRATHER: 1I’'ve got a question, Mr.

Chai rman. | assune that when you assign...M. Phillips,
when you assign your rights to GeoMet that any price
Sstructure or anything that’s in your lease then becomes
an encunbrance for GeoMet and that they wll honor
that...part of that lease. Isn’t that correct?

JUSTIN PHI LLIPS: Mr . Prather, we’re  not

assi gning any of our rights. The way | understand it,
| f Appal achi an Energy has a coal bed nethane | ease or 4
coal bed nmethane ratification, then in that case GeoMet
actual |y woul d be pooling Appal achi an Energy and not the
property owner. But still, all terns of those of those
agreenents would have to be honored by GeoMet is ny
under st andi ng.

BRUCE PRATHER: Yeah, that’s what I’'m talking

about. You woul d be assigning any past |easing interest
to---.

TOM MULLI NS: No.

BRUCE PRATHER: No?

TOM MILLINS: No, there is no assignnent.

Appalachian...unless I'm mistaken on the facts,
Appal achian is not assigning a single |lease or a |ease
right to wus. They’re retaining their rights because

their rights enconpass nore than this unit.
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JUSTI N PH LLI PS: That’s correct.
BRUCE PRATHER: But---.

TOM MULLINS: So, we’re pooling them just like

we’re pooling anybody else. Just |ike we have pooled
CNX and CNX has pooled us. We’ve pooled Appalachian and
Appalachian has pooled us. It’s the same scenario. The
only...the only difference in this situation 1is
Appal achian at one point in tine had been appointed as
an operator of this unit and had pooled our interest
that we had in this unit and they did not assune any of
our |ease rights that we had when they did that. Now,
it’s the reverse of that. They are...they have
W t hdrawn as operator of this unit. We’re going to be
the operator of this unit and we’re seeking to pool
their interest just |like they had pooled our interests
I n the past.

BRUCE PRATHER: See, her letter here says that

she doesn’t think that she’s going to get as much money
out of GCeoMet as she would...out of the ratification
W t h---.

JUSTIN PH LLIPS: | have advised Ms. Hagy that

she will be paid by the ternms of her agreenent wth
Appal achi an Energy.
BRUCE PRATHER: Okay. Well, then vyou’ve...
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that’s part of the assignment then?

JUSTIN PHILLIPS: It’s not an assignment.

They’re just going to be---.

TOM MILLINS: We’ve not assigned anything.

There’s no---.

BRUCE PRATHER: 1It’s an agreement? It’s

somet hi ng.

MARY QUI LLEN: Will she or won’t she be? That’s

t he questi on.
TOM MILLINS: She has a | ease with Appal achi an.
MARY QUI LLEN: Ri ght.

JUSTIN PH LLIPS: Which will define the terns of

what she gets paid on a royalty.
MARY QUI LLEN: Right. And she will be paid what

the terns were in that | ease?

JUSTIN PH LLIPS: Yes.

BRUCE PRATHER: Yeah, that’s what I’ve been

trying to find out.

JUSTIN PHI LLIPS: And she’s been...she has been

advi sed- - -.

TOM MJLLI NS: But we have no rights of
Appalachian. They have not given us any and we won’t
get any.

BRUCE PRATHER: But he has assigned his interest
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to you, SO you---.
SHARON PI GEON: No, he hasn’t.
TOM MIULLINS: No, he has not.
TI M BLACKBURN: M. Prather, GeoMet in this case

I s actually pooling Appal achi an Ener gy.
BRUCE PRATHER Ckay.
TI' M BLACKBURN: Ckay.

BRUCE PRATHER: All right.

SHARON Pl GEON: Her contract is wth this

gentleman right here. It’s still good. So, everything
that she agreed to there, he’s going to take care of.
They’re Jjust going to become the operator of the unit.
That’s all we’re doing. Is that right?

TOM MIULLINS: That’s correct.

MARY QUI LLEN:. But does M. Hagy understand

t hat ?

JUSTIN PHI LLI PS: Yes, she does.

MARY QUI LLEN: Ckay.

SHARON Pl GEON: Yeah.

MARY QUILLEN: In this letter it doesn’t sound
like she does. That’s why I’'m asking, what has

transpired between Septenber the 9th and today is she
has been aware of that...that issue has been resol ved?

JUSTIN PHILLIPS: I’'ve advised her of what I
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just told M. Prather. She will be paid under the sane
terms of what’s in her lease with us with Appalachian

Ener gy.
MARY QUI LLEN: So, the only other thing that she

has concerns about is that percentage---.
TOM MIULLINS: Fractional interest.
MARY QUI LLEN: Yeah, that fraction of percent.

And that applies to both item twelve and thirteen,

correct?

TOM MULLINS: That is correct. That is correct.

MARY QUI LLEN: That’s all I have.

BUTCH LAMBERT: Any further questions?

(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Millins.
TOM MULLINS: Does the Board want to receive

the...l know at one point in tinme, the Board asked about
m ne wor ks and proposed well placenents. We have that
| nf or mati on.

BUTCH LAMBERT: Yes. Yes, we do.

TOM MULLINS: Okay. Pass that out. Leave ne

one.
(Exhibits are passed out.)

TOM MJILLINS: 1I’'d 1like to now call Mr. Tim

Bl ackbur n.
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TI M BLACKBURN

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR. MULLI NS:

Q M. Blackburn, would you please state

your nane?

A Ti m Wesl ey Bl ackburn.
Q And what do you do for a living, sir?
A I'm a professional geologist and I’'m

proj ect manager for T Engineering who are consultants
for GeoMet.

Q And are you famliar wth the unit that
I s designated as unit F-33?

A Yes.

Q And we have handed out to the Board 4
packet of what appears to be plats. I’d like to ask you
to pl ease go over those one at a tine. The first one we
woul d i ke to designate as Exhibit AA Coul d you tell
t he Board what that shows?

A Well, it’s an exhibit show ng the

Jawbone works. This is another case where you see that
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there’s no works on this particular map. But I’1l1 point
out that there’s some preliminary projection for a slope
entry right in the northeast corner right here, but
they’re not part of an official mne plan yet, but just
to make you aware that there’s some tentative plans
t here.

Q Is that based on a dialogue that you
have had with the coal operator?

A It’s based on discussions with Jewell
Snokel ess, the operator.

Q Ckay. The next plat in the packet |
woul d like to |abel as BB. Could you tell the Board
what that shows?

A This is a topo map showi ng the unit, the
wel | | ocation, and as you see in red are the abandoned
m ne works in the Red Ash seam Again, there is...there
s no mne workings in the Jawbone, but just tentative
pl ans for a slope of about this northeast corner of the
unit there.

Q Al right. The next plat CC, could you
advi se the Board what that indicates?

A This exhibit shows the F-33 unit wth
the well spot and the surrounding units with ownership.

Q Al right. And the next one DD?
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A It’s Jjust a topo map with the F-33 unit
and the well spot.

Q Ckay. And this well spot is just the
proposed well spot. The well spot has not been
permanently fixed, is that correct, or has this well

spot been fixed?

A. Yes, i s has.
Q Let the Board know whi chever one it is.
A It has been fixed. In relation to the

primary factor was the | ocation of the Jawbone sl ope.

Q All right, sir. The next Exhibit EE?

A This is just an enlargenent of the
exi sting and abandoned Red Ash m ne wor ki ngs.

TOM MULLI NS: All right, sir. That’s all I

have of this wtness.

BUTCH LAMBERT: Any questions fromthe Board?

BRUCE PRATHER: I’ve got a question.
BUTCH LAMBERT: M. Prather.
BRUCE PRATHER: It | ooks to ne |like on the south

side of the creek up through there you’ve got a strip
mine. I assume that on the north side where you’ve got
vour location, vyou’re sitting on a strip mine too,
aren’t you? See the south---.

TOM MIULLINS: Is that Exhibit DD, sir, the topo?
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BRUCE PRATHER: Yeah. It’s this one. See, it

says there’s a definitely a strip mine on the south
side. I assume you’ve got your location on a strip mine
on the north side, is that correct?

TI'M BLACKBURN: W do. It’s on the...an

abandoned m ne bench.

BRUCE PRATHER: Yeah, okay.
TI M BLACKBURN: Yeah, we do.
BRUCE PRATHER: Ckay.

BUTCH LAMBERT: Any further questions?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Millins?
TOM MULLINS: No, sir.

BUTCH LAMBERT: Do | have a notion?

DONNI E  RATLI FF: Motion to approve, M.

Chai r man.

BRUCE PRATHER: I’11 second.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes.)
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BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Mullins. It’s

approved.

TOM MIULLINS: Thank you, sir.

BUTCH LAMBERT: Calling item thirteen, &

petition from GeoMet Operating Conpany, Inc. for pooling
of coal bed net hane unit 417 VA F-34, docket nunber VGOB-
10-921-2799. All parties wishing to testify, please
cone forward.

TOM MILLINS: Representing GeoMet, Tom Millins

and Pebbl es Deel .
JUSTIN PHILLIPS: Justin Phillips, Appalachian

Ener gy.

TI M BLACKBURN: Ti m Bl ackburn for GeoMet.
DALLAS NESTLE: Dallas Nestle for GeoMet.
TOM MULLINS: M. Chairman, | need to nake a

correction. Mrs. Deel has been married and it’s Mrs.
Burgess now. | apol ogize to both her and the Board.

BUTCH LAMBERT: Okay. Thank vyou. We’1ll make

t hat correction in the record and congratul ati ons.
PEBBLES BURGESS:. Thank you.
BUTCH LAMBERT: | guess.

(Laughs.)
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SHARON PI GEON: I didn’t get her last name.

TOM MULLINS: Burgess. B-UR GE-S-S.

SHARON PI GEON: There. You got a little nore

di rect on that. Thank you.

DAVI D ASBURY: Congratul ati ons.

PEBBLES BURGESS: Thank you.

BUTCH LAMBERT: You may proceed, M. Millins.

TOM MIULLINS: Thank you.

DALLAS NESTLE

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

Dl RECT EXAM NATI ON

QUESTI ONS BY MR MJLLI NS:

Q Wul d you please state your full nane,
M. Nestle?
A Dal | as Nestl e.

TOM MUILLI NS: And, M. Chairnan, if | could,

I'd like to incorporate job duties, |ease terns and
things of that nature to prevent having to go through
t hat - - -.

BUTCH LAMBERT: Accept ed.

TOM MIULLINS: Thank you.

Q Are you famliar with unit F-34?
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Yes.
How many acres are in this unit?
80. 18.

And is this an Gakwood unit?

> O >» O >

Yes, it is.
Q And does CeoMet possess drilling rights
in this unit?

A Yes, they do.
Q Are you aware of anyone that needs to be
di sm ssed as a party as listed in Exhibit B-3?
A No.

Q What is the percentage of coal ownership

t hat GeoMet has under | ease?

A 53. 77.

Q And the percentage of gas ownership?

A 60. 174245.

Q kay. And was notice sent as required

by statute?
A Yes.
TOM MJILLI NS: And, again, with leave of the

Board we’ll submit the evidence of the certified
mai | i ngs post heari ng.
Q Is GeoMet authorized to do business in

Vi rgi nia?
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A They are.
Q What is the percentage of the oil and

gas estate that GeoMet is seeking to pool?

A 39. 825755.

Q And the coal estate?

A 46. 23.

Q And to your know edge, are there any

unknown or unl ocat eabl e owners?

A No.

Q Are there any parties whose interests
are in dispute to your know edge?

A No.

Q kay. |s GeoMet requesting the Board to

pool the unleased interest in this unit?

A Yes, we are.

Q And to whom should comunications be
sent ?

A Joseph Stevenson, |and manager, GCeoMet,

Bi rm ngham Al abanma.

Q At the Stadi um Trace Par kway address?

A That’s correct. 5336 Stadium Trace
Par kway .

Q Al right, sir. And are you famliar

W th the estimated well costs or AFE that was prepared?
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A Yes, | am
Q Al right. And are you aware of the
proposed depth of that well?

A Yes. 1650 feet.

Q And the estimted reserves?

A 816, 000, 000.

Q And the estimated well conpletion costs?
A $401, 952.

Q And dry hol e costs?

A $167, 985.

Q And has a...as an exhibit to the

application, was an AFE attached?

A Yes, it was.
Q kay. And included in the AFE was there
a charge indicated for the supervision of the drilling

of the well?

A Yes.

Q And is it your opi nion that t he
application pronotes conservation, protects correlative
ri ghts and prevents waste?

A Yes, it does.

TOM MJULLINS: That’s all I have of this witness.

I have Mr. Blackburn after the Board’s---.

BUTCH LAMBERT: Questions fromthe Board?
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(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Millins.
TOM MULLINS: Al right. Have you handed these

out ?

DALLAS NESTLE: | did.

TI M BLACKBURN

havi ng been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. MULLI NS:

Q All right, M. Blackburn, would you

pl ease state your name?

A Ti m Wesl ey Bl ackburn.
Q And what do you do for a leaving, sir?
A A professional geologist and project

manager for T Engineering and consultant for GeoMet.
Q And T Engineering prepared a series of
plats to show this unit and well wor kings in

connection...mning related works in connection wth
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this unit?

A Ve did.

Q I'’d like to go through each plat that
you prepared. The top plat | would like to designate as
Exhibit AA. Could you tell the Board what that shows?

A Again, the two primary plats show ng the
m ne involved the Jawbone and Red Ash. The first one is
t he Jawbone. There is no mning in the Jawbone in this
unit and none proposed to our know edge.

Q Now, the well spot that’s 1indicated on
that plat, is that a fixed well spot or is that just a
proposed wel | spot?

A It is a fixed well spot.

Q Okay. The next plat I’'d 1like to

desi gnate as Exhibit BB. Could you tell the Board what
t hat shows?
A It is a topo map of the unit and the
well in relationship mne workings, the red being the
Red Ash. This well is actually below the Red Ash bench
by some 20 or 30 feet. So, we’re not penetrating it.
The nearest Jawbone workings you’ll see up here in the
nort heast corner is quite a ways off. No plan mning in
t he Jawbone to ny know edge.

Q And the next exhibit, which we’ll label
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as CC?

A This exhibit shows the F-34 wunit wth
the well location and the surrounding wunits wth
owner shi p.

Q And DD?

A It is the unit placed on the topographic

background with the well (inaudible).

Q And EE, the last exhibit?

A It’s just an enlargement of the Red Ash
mine works and 1like I said it’s below the outcrop
actual ly.

Q Al right, sir. s this well proposed
to be located on a prior mne area or strip bench?
A It’s located along an access road.

TOM MULLINS: All right, sir. That’s all I

have, M. Chairman.
BUTCH LAMBERT: Any questions fromthe Board?
MARY QUI LLEN: M. Chairman, | have just

want - - - .

BUTCH LAMBERT: Ms. Quill en.

MARY  QUI LLEN: ---clarify. This wll
incorporate the same stipulations for Ms. Hagy'’s
concer ns?

TOM MJULLINS: The sane issues that address...
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t hat we addressed concerning M. Hagy, we incorporate
her e.

MARY QUI LLEN: Thank you.

JUSTIN PHILLIPS: If | may, M. Chairman, we

j ust - - -.
BUTCH LAMBERT: M. Phillips.
JUSTIN  PHILLIPS: Appal achi an woul d like

to...when GeoMet prepares the information for its
suppl enental order, as M. Millins said in the previous
hearing, that those ratifications be included wth that
suppl enent al order.

TOM MJULLINS: And we’d make that request here

t oday too, Judge...or M. Chairman.
BUTCH LAMBERT: Ckay. Thank you. Anyt hi ng
further, M. Millins?

TOM MILLINS: Do we have a signed plat?

BUTCH LAMBERT: Do | have a notion?

TOM MILLINS: Do we have a signed plat?

BRUCE PRATHER: Motion to approve.

KATI E DYE: Mbtion to approve.
BUTCH LAVMBERT: Before we do, | think...I think

we’ 11 need another signed plat.
TOM MILLINS: We got it.
BUTCH LAMBERT: Okay. Ckay, thanks. Anyt hi ng

142




further, Ms. Dye?
KATI E DYE: No. | was just making a notion to
approve.

BUTCH LAMBERT: Oh, I'm sorry.

(Laughs.)
BUTCH LAMBERT: | thought you was correcting ne.

| have a notion to approve. Do | have a second?

Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Mullins. It’s

approved.

TOM MULLINS: Thank you.

BUTCH LAMBERT: Calling item fourteen, a

petition from GeoMet Operating Conpany, Inc. for of
coal bed nethane unit 420 VA F-37, docket nunber VGOB-10-
0021-2800. Al parties wishing to testify, please cone

f orward
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TOM MULLINS: Tom Millins and Pebbles Burgess

for GeoMet fromthe Street Law Firm
JUSTI N PHI LLI PS: Justin Phillips W th

Appal achi an Energy.
TI M BLACKBURN: Ti m Bl ackburn with GeoMet.

DALLAS NESTLE: Dallas Nestle with GeolMet.

BUTCH LAMBERT: You may proceed, M. Millins.

TOM MULLINS: Yes, sir. Let nme check on thing,

wher e S ny application, r eal qui ckl vy, sir.
Judge. .. excuse ne, | apol ogi ze.

BUTCH LAMBERT: Wel |, thank you.

TOM MULLINS: M. Chairman. It’s a habit. I'm

Sorry.
(Laughs.)
TOM MULLINS: Exhibit A to the application is &

plat that the well spot has been relocated and we have
handed out a new plat to show the new well spot and we
woul d ask the Board if we could be allowed to substitute
this new plat for what is right now Exhibit A And
we’ll...I"11 be happy to go through that as part of the
testi nony, M. Chairman.

BUTCH LAMBERT: Okay. So, we’re going to talk

about this?

TOM MULLINS: W w || .
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BUTCH LAMBERT: You just want to substitute it

and we’ll talk---7?

TOM MULLI NS: Yes.

BUTCH LAMBERT: Okay. Sure. Accept...we’ll go

ahead and accept that.

TOM MULLINS: All right, sir.

DALLAS NESTLE

havi ng been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. MULLI NS:

Q Wul d you please state your nane, M.
Nest | e?

A Dal | as Nestl e.

Q And do you still work for  GeoMet

Oper ati ng Conpany?

A | am

Q And you’re familiar with unit F-377?
A | am

Q How many acres are in unit F-37?

A 8. 18.

Q 80. 187

A 80. 18.

145




Q kay. And this is an OGakwood unit?

A Yes, it is.

Q And does GeoMet possess rights to dril
this unit?

A Yes.

Q To your know edge, are their any folks
| isted on B-3 that need to be dism ssed today?

A No.

Q And what is the percentage of the coa

owner shi p that GeoMet has under | ease?

A 53. 45%

Q And the gas ownershi p?

A 75. 78%

Q And was notice sent as required by
St at ut e?

A Yes, it was.

Q And CGeoMet intends to submt evidence of

t he green cards post-hearing?

A Yes.

Q Ckay. And is GCeoMet authorized to do
busi ness in the Commonweal th of Virginia?

A They are.

Q And does it have a bond as required by

statute for the plugging of the wells?
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A Yes, we do.
Q What is the percentage of the oil and

gas estate that GeoMet is seeking to have the Board poo

t oday?

A 46. 55.

Q Okay. That’s the coal estate, 1s it
not ?

A I'm sorry, that’s the coal. The gas 1is
4. 22.

Q And the coal estate is 46.55, is that
correct?

A Ri ght .

Q And are t here any unknown or

unl ocat eabl e owner s?

A Yes.

Q And those are involving folks in Tract
67?

A That is correct.

Q Ckay. Wat is the percentage of the

amount that we’re asking the Board to escrow due to
t hese unknowns and unl ocat eabl e owners?

A . 003571%

Q Ckay. And is there an Exhibit E to the

application identifying that...those interests?
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A Yes, there is.
Q Okay. And 1s it GeoMet’s request that

t he Board pool the unleased interest in this unit?

A Yes, it is.

Q And to whom should comunications be
gi ven?

A Joseph Stevenson, Land Manager, GeoMet

per ati ng Conpany, 5336 Stadium Trace Parkway, Ste. 206,
Bi rm ngham Al abana.

Q Al right, sir. Are you famliar wth
the estimated well costs and the exhibit prepared in
connection thereto for this unit?
A I am

Q And that was attached as an exhibit to
t he application, is that correct?

A Yes, it was.

Q And what is the proposed depth of the
wel | for this unit?

2,233 feet.

And the estimted reserves?

912, 000, 000 standard cubic feet.

The estimated well conpletion costs?

$468, 710.

o > O > O >

And the dry hole cost estimte?

148




A $231, 048.

Q And does the AFE indicate a charge for
t he supervision of the drilling of the well?

A Yes, it does.

Q And in your opinion, would the granting

of this application pronote conservation, pr ot ect
correlative rights and prevent waste?
A Yes, it woul d.

TOM MJILLI NS: All right. That’s all the

questions I have of Mr. Nestle. I’11 address the plat
wi th M. Bl ackburn.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: M. Millins, you may conti nue.
TOM MIULLINS: Thank you.

TI M BLACKBURN

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

DI RECT EXAM NATI ON
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QUESTI ONS BY MR MJLLI NS:

Q M. Blackburn, would you please state

your nane?

A Ti m Wesl ey Bl ackburn.
Q And what do you do for a living, sir?
A A professional geologist and project

manager for T Engi neering and consultants for GeolMet.

Q Ckay. The first thing that | would |ike
to ask you is that we have distributed the Board 4
substituted Exhibit A or a plat. Could you tell the
Board what necessitated that substitution and what the
new pl at shows?

A The relocation of the well is due to
terrain. W have noved fromthe well spot, if you | ook
at exhibit...the first exhibit, from roughly here 200
feet or so to the northwest. You’ll note that it’s
outside the drilling window But the nobve was necessary
because of terrain concerns, which we’ll get into on one
of the |later exhibits.

Q kay. And is it a request to GeoMet
that this new plat be substituted as Exhibit A to the
application?

A Yes.

Q Al right, sir. Next, you also prepared
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sone plats that deal with the mne works in connection
Wi th this unit, is that correct?

A That’s correct. I think the first plat
that we’re looking at is the topo map. Is that one that
you have up next?

Q Let’s label...just for record purposes,
let’s label that as AA, please.

A This topo map doesn’t quite do this area
j ustice terrainw se. Essentially, if you can foll ow
that road around...or along the ridge Iline there,
there’s several houses in this vicinity. The topography
IS quite a bit steeper than at first glance it appears
on this map. But essentially comng back toward this
ridge 1line road for constructing a well site, I’'ve
| ooked at it and several of our guys |ooked at the well
and we’re running a risk of wundercutting this public
road. There’s just not a very good way to position a
wel |l inside the w ndow. So, our option has been to
| ower or to nove the well to the northwest where the
terrain is a |lot better and we have existing an access
road, which we’re longways actually up from the Middle
Fork and Spruce Pine.

Q Al right, sir. Now, the next plat that

vou have, which we’l1l label as BB, is that the Red Ash
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Wor ks?

A It is. And there’s two different...the
map appears two different ways. |In the northwest corner
vou’ 11l see we actually show the pillars of blocks left
In an abandoned Red Ash works. Then as you cone
southeast on the plat, vyou’ll see we Jjust have the
outline and that’s Jjust Dbecause we had two different
sour ces of mappi ng.

Q Al right. One was nore detailed than

t he ot her?

A Yes.

Q Ckay. The next plat, which we wll cal
CC?

A It’s a topographic map showing the unit
and the well location in relation to the Red Ash and as
you see the legend shows Jawbone works. There’s nog

Jawbone works to our knowl edge and none pl anned.
Q Al right, sir. And DD?
A This just shows the Jawbone works which

is blank. There’s nothing planned to our knowledge.

Q kay. And the |ast exhibit, EE?

A The last one shows the unit and the well
| ocation wth the surrounding units as well as
owner shi p.
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Q kay. And where the well spot is who

are the interest owners where the well spot is?

A LBR Hol di ngs.

Q Lon B. Rogers Hol di ngs?

A Yes.

Q Ckay. And they are into the adjoining
units as wel |l ?

A Yes.

Q LBR covers all of that interest?

A Yes.

TOM MULLI NS: All right. That’s all I have,
M. Chai r man.

BUTCH LAMBERT: Any questions fromthe Board?

BRUCE PRATHER: I’ve got one little question.
BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: | assune that since this well is

outside the wndow and you just...I’'m kind of
corroborating what you said. I assume there’s no
correlative rights that would be effected by noving this
| ocati on outside the window, is that correct?

TOM MULLI NS: Yes, sir. LBR has the interest in

t hese adjoining units as well.

BRUCE PRATHER: Ckay. Al right. Fine. Thank

you.
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BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Millins?
TOM MULLINS: No, sir.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

(No audi bl e response.)

TOM MULLINS: Thank you.

BUTCH LAMBERT: Thank you, Mr. Mullins. I'm

t hi nki ng about taking |unch.
FRANK HENDERSON: Would it be possible that we

could squeeze in before lunch? I’'ve got a meeting with
M. Mrefield in R chl ands.
BUTCH LAMBERT: |Is this the only one you have,

M . Hender son?
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FRANK HENDERSON: Yes, sir.

BUTCH LAMBERT: Yeah, let’s do that.

FRANK HENDERSON: We’d appreciate it. Thank

you.

BUTCH LAMBERT: Calling docket item nunber

fifteen, a petition from Appal achian Energy, Inc. for
pooling of coalbed nethane unit AE-261(G 95), docket
nunber  VGOB- 10- 0921- 2801. Al parties wshing to
testify, please cone forward.

JIM KAISER M. Chairman, Jim Kaiser, Justin

Philli ps and Frank Henderson for Appal achi an Energy.
(Frank Henderson is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kaiser

JIM KAISER W& appreciate the Board letting us

fit this one 1in. We’ve passed out some revised...I’'m

Sorry.

JUSTIN PHI LLI PS

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q Mr. Phillips, if you’d state your name,

who you’re employed by and in what capacity?
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A Justin Phillips, Appal achi an  Ener gy,
I nc, | and manager.
Q And what do the revised set of exhibit

t hat we just passed out represent?

A Wen we submtted the application, we
had one of the parties unleased that’s in Tract 3. 1It’s
Marcus J. Brown. We just picked up a lease wth hin

here recently. So, the exhibit that M. Kaiser passed
out reflects that change in our |easehold status.

Q And in addition, | think that we had
possibly...at least my file didn’t contain an Exhibit
B- 3 and we’ve included an Exhibit B-3 with this?

A That’s correct, yes.

Q Ckay. And your responsibilities include
the land involved in this unit and in the surrounding
ar ea?

A Yes, they do.

Q Are you famliar with the application
that we filed seeking to pool any unleased interest
Wi thin this unit?

A Yes, | am

Q Does Appal achian Energy own drilling
rights in the unit invol ved here?

A Yes, we do.
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Q And, obviously, vyou’ve just testified
t hat you picked up an additional |ease since the filing
of the application. So, you have continued to make an
effort to contact each of the respondents and work out al
vol untary | ease agreenent with each?

A Yes, we have.

Q So, we have...this particular uni t
contains three tracts and they’re all fee mineral
tracts?

A Yes.
Q So, what is the percentage of both the

gas and coal estate that remain unleased at this tinme?

A 98. 14%

Q That’s the part that’s leased.

A I'’m sorry.

Q So, 98.14 is leased and 1.86 is
unl eased?

A That is correct. I’'m sorry.

Q That’s mine fault. I asked the question

backwards. We don’t have any unknowns, is that correct?
A That’s correct.
Q Ckay. Are the addresses set out in
Exhibit B to the application the |last known addresses

for the respondents?
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A Yes, they are.
Q Are you requesting this Board to force
pool all unleased interest listed at Exhibit B-3 that we

| ust passed out?

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

t he surroundi ng area?

A Yes, sir.

Q Could you advise the Board as to what

t hose are?

A A $5 bonus for a five year term at a
one-ei ghth royalty.

Q In your opinion, do the terns that you
j ust testified to represent the fair market val ue of and

the fair and reasonable conpensation to be paid for

drilling rights within this unit?
A Yes.
Q Now, do you recommend that as to the

respondents listed at Exhibit B-3 who remain unleased
that they be allowed the following statutory options
W th respect to their ownership interest within the
unit: 1)Direct participation; 2) a cash bonus of $5 per net

m neral acre plus a one-eighth of eight-eighths royalty; or
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3) in lieu of a cash bonus and one-eighth of eight-eights
royalty share in the operation of the well on a carried
basis as a carried operator under the follow ng conditions:
Such carried operator shall be entitled to the share of
production from the tracts pooled accruing to his or her
i nterest exclusive of any royalty or overriding royalty,
reserved in any |eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his or her share interest equal, 300% of the
share of such costs applicable to the interest of the
carried operator of a leased tract or portion thereof or
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 recomend that the order provide
t hat el ections by respondents be in witing and sent to the
appl i cant at Appal achian Energy, Inc., P. O Box 2406,
Abi ngdon, Virginia, Attention: Justin Phillips.

A Yes.

Q Ckay. Do you recommend that the 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 lieu of either direct or
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i ndi rect participation?

A Yes.

Q Shoul d the unl eased respondents be given 30
days from the date that they receive the recorded 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 their
proportionate share of the actual well costs?

A Yes, they shoul d.

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 rental
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
respondents election to participate should be treated as
havi ng been w t hdrawn and voi d?

A Yes.
Q Do you recommend that the order provide

t hat where a respondent elects to participate but defaults
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in regard to the paynent of well costs any cash sum becom ng
payable to that respondent be paid to them within 60 days
after the |last date on which the respondent should have paid
t heir portion of the actual well costs?

A Yes, we do.

Q Okay. The Board does not need to establish
an escrow account for this unit?

A No, they do not.

Q And who should be naned operator under the
force pooling order?

A Appal achi an Energy, Inc.

JIM KAISER. Nothing further of this wtness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

FRANK HENDERSON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Henderson, if you would state your

name, who you’re employed by and in what capacity?
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A Frank Henderson, Appal achi an  Ener gy,
Pr esi dent .
Q And what’s the proposed total depth of

this well?

A 1875 feet.

Q And estimated reserves over the life of
the unit?

A 250, 000, 000 cubic feet.

Q And has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?
A Yes.

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

A Yes.

Q Could you state both the dry hole costs
and conpleted well costs for this well?

A The dry hole costs $142,205 and the
conpl eted well costs $341, 628.
Q Do these costs anticipate a multiple
conpl eti on?

A Yes.
Q Does your AFE include a reasonable
charge for supervision?

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

A Yes.

JIM KAISER Nothing further of this w tness at

this tinme, M. Chairnman.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER: 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.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menmbers signify by saying yes.)
BUTCH LAMBERT: QOpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Kaiser. It’s
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approved.

JI' M KAI SER: Thank you.

FRANK HENDERSON: Thank you very nuch, M.

Chai r man.

JIM KAISER: Thank you for accommodating M.

Hender son

BUTCH LAMBERT: You’re welcome.

JI M KAl SER: Don’t get a speeding ticket.

BUTCH LAMBERT: Tell himto call the Board if he

has any probl ens.
(Laughs.)

BUTCH LAMBERT: We’re going to break for lunch

and we’ll resume at about ten after 1:00.
JIM KAI SER: Ten after 1:00?
BUTCH LAMBERT: Yes.
(Lunch.)

BUTCH LAMBERT: Ckay, tine for us to get started

back. We’re calling item number sixteen on the docket.
A petition from EQlr Production Conpany for pooling of
gas unit and wel | VC-536323, docket number VGOB-10-0921-
2802. All parties wishing to testify, please cone
forward

JIM KAISER M. Chairnman, Jim Kaiser and Rita

Barrett on behal f of EQI Producti on.
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(Rita Barrett is duly sworn.)
(Exhibits are passed out.)
BUTCH LAMBERT: You may proceed, M. Kai ser

R TA BARRETT

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:

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

A My name is Rita McGlothlin Barrett. I'm
enpl oyed by EQI Production in dintwod, Virginia as
regi onal | and manager.

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

A They do.

Q Are you famliar with the application
that we filed seeking to pool any unleased interest
W thin this unit?

A Yes.

Q Does EQT own drilling rights in the unit

i nvol ved here?
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A W do.
Q Now, pri or to the filing of t he
application, were efforts nmade to contact each of the
respondents and an attenpt nmade to work out a voluntary
| ease agreenent with each?

A Yes.

Q What percentage of the gas estate is

under |lease to Equitable within this unit?

A 99. 58%

Q The coal estate?

A 100%

Q Are all the unleased parties set out at

Exhi bit B-3?

A Yes.

Q So, what remains unleased is .42% of the
gas estate?

A That’s correct.

Q Are there any unknown and unl ocateabl es
Wi thin the unit?

A No.

Q And are the addresses set out in Exhibit
B to the application the last known addresses for the
respondent s?

A Yes.
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Q Are you requesting this Board to force

pool all unleased interest as |isted at B-3?

A Yes.
Q Are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A | am

Q Coul d you please advise the Board as to
what t hose are?

A Yes. $25 per acre for a five year paid
up termand a one-eighth royalty.

Q In your opinion, do the terns you just
testified to represent fair market value of and the fair
and reasonable conpensation to be paid for drilling
rights within this unit?

A Yes.

JIM KAISERR Wth your permssion and M.

Barrett’s agreement, Mr. Chairman, I'd like to
| ncorporate the statutory option election testinony
taken earlier in item 2801.

BUTCH LAMBERT: Do you agree or accept it?

R TA BARRETT: Yes.

Q Ms. Barrett, the Board does need to

establ i sh an escrow account for this unit, correct?
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A Yes, for Tracts 1 and 4.
Q Uh- huh. And we do have a...for Tract 2

we have a royalty split agreenent?

A Yes.

Q And that’s reflected in Exhibit EE?

A It is.

Q And the well is in the interior w ndow

W thin this unit, correct?

A It is.

Q Ckay. Wiat is the proposed total depth
of this well?

A 2,073 feet.

Q Estimated reserves over the life of the
uni t?

A 300, 000, 000 cubic feet.

Q As an AFE been reviewed, signed and

submtted to the Board?

A Yes.

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

A It does.

Q Could you state the dry hole costs and
conpl eted well costs for this well?

A Yes. Dry hole costs are $127,490.
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Conpl eted well costs are $368, 050. 17.

Q Do these costs anticipate a multiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonable
charge for supervision?

A Yes.

Q In your professional opinion, would the
granting of this application be in the best interests of
conservation, prevention of waste and protection of
correlative rights?

A Yes.

JIM KAISER Nothing further of this w tness at

this tinme, M. Chairnman.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

JIM KAI SER: We’d ask that the application be

approved as submtted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN AND KATI E DYE: Mdtion to approve.

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

second?

Bl LL HARRI S: Second.
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BUTCH LAMBERT: | have a second. Any furt her

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Mr. Kaiser, it’s approved.

DONNI E RATLI FF: 1’11 abstain, Mr. Chairman.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: One abstention, M. Ratliff.

Calling item seventeen is a petition from EQl Production
Conpany for pooling of gas unit and well VC-537061,
docket nunber VGOB-10-0921-2803. Al parties wishing to
testify, please cone forward.

JIM KAISER M. Chairnman, Jim Kaiser and Rita

Barrett again.

BUTCH LAMBERT: You may proceed, M. Kaiser

R TA BARRETT

having been duly sworn, was examned and testified as

fol | ows:
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DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ms. Barrett, again, do your
responsibilities include the land involved here and in
t he surroundi ng area?
A Yes.
Q And are you famliar W th t he
application that we filed seeking to pool the unleased
Interest in this unit?
A | am
Q Does Equitable own drilling rights in
the unit involved here?
A W do.
Q Again, prior to the applic...filing of
the application, were efforts nmade to contact each
respondent and an attenpt made to work out a voluntary
| ease agreenent with each?

A Yes.

Q What percentage of the gas estate is

under lease to EQT in this unit?

A 99. 986666667%

Q And the interest in the coal estate?

A 100%

Q And all the unleased parties are set out
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i n Exhibit B-3?

A They are.

Q So, right now .0133333% of the gas
estate remai ns unl eased?

A That’s correct.

Q And do we have any unknowns or

unl ocateables in this unit?

A W do not.
Q kay. Are you requesting the Board to
force pool all wunleased interest as listed at our

Exhi bit B-3?

A | am
Q Again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in

t he surroundi ng are?

A Yes.

Q Could you advise the Board as to what
t hose are?

A Yes. $25 per acre for a five year paid
up termand a one-eighth royalty.

Q In your opinion, do the ternms you just
testified to represent the fair and reasonabl e
conpensation to be paid for drilling rights wthin this

unit?
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A Yes.
JIM KAlSER M. Chairman, again, I’'d ask that

we be allowed to incorporate the testinony regarding the
statutory election options afforded any unleased
parties.

BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, does the Board need to

create an escrow account for this unit?

A Yes. They need to escrow Tracts 3 and
4.

Q And is there a royalty split agreenent
her e?

A There is.

Q And that covers which tract?

A Tract 1.

Q kay. Who should be naned operator

under any force pooling order?

A EQT Producti on Conpany.

Q Total proposed depth of this well?

A 2,236 feet.

Q Estimated reserves over the life of the
uni t?

A 300, 000, 000 cubic feet.

Q Has an AFE been reviewed, signed and
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submtted to the Board?
A Yes.
Q In your opinion, does it represent a

reasonabl e estimate of well costs?

A Yes.

Q Dry hole costs?

A $157, 392.

Q Conpl eted well costs?

A $363, 787.

Q Do these costs anticipate a multiple
conpl eti on?

A They do.

Q Does your AFE include a reasonable

charge for supervision?
A Yes.

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.

Q And we’re not done yet. This well is
outside the interior window, isn’t it?

A It is outside the interior w ndow, but

there are no correlative rights issues associated with
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JIM KAISER: Thank you very nuch. Not hi ng

further of this witness at this tinme, M. Chairman.

Q Well, I tell you what, let’s talk about
the Exhibit B because this tract was in both of these
units and the |lease status of it is kind of funny. Wy
don’t you kind of explain it to them?

A Tract 3, the Emly Baker interest is
| eased to our partner Range Resources-Pine Muntain and
then the other two interests are leased to Dr. Charles
Bartlett. We’re pooling Dr. Bartlett’s interest.

Q And Range acqui red that...it was
originally a Chesapeake |ease, which Range has now
acquired?

A That’s correct.

JIM KAl SER  Ckay. Not hing further at this

tinme, M. Chairnman.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER: We’d ask that the application be

approved as submtted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
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BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Are there any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNI E RATLIFF: 1’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention, M. Ratliff.
Thank you, Mr. Kaiser. It’s approved. Calling item

ei ghteen, which is a petition from EQI Production
Conpany for pooling of gas unit and well VC 537047,
docket nunber VGOB-10-0921-2804. Al parties wishing to
testify, please cone forward.

JIM KAI SER: Again, M. Kaiser and Ms. Barrett.

(Exhibits are passed out.)

R TA BARRETT
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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, are you famliar wth the
application that we filed seeking to pool unleased
i nterests in this unit?

A | am

Q Does EQT own drilling rights in the unit
| nvol ved here?

A W do.

Q Prior to the filing of the application,
were efforts nmade to contact each of the respondents and
an attenpt nmade to work out a voluntary | ease agreenent
W t h each?

A Yes.

Q What is the interest under |ease to EQT
W thin the gas estate?

A 99.113333%

Q And it’s the same 1in the coal estate,
t hese are fee mneral tracts?

A That’s correct.

Q kay. Are all the unleased parties set

out at B-3?
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A They are.

Q So, what percentage of the gas and coal
estates remai n unl eased?

A . 8866667%

Q kay. Do we have any unknown and

unl ocateables in this unit?

A W do not.

Q kay. Are you requesting the Board to
force pool all wunleased interest as listed at our
Exhi bit B-3?

A Yes.

Q Again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in

t he surroundi ng area?
A | am
Q Could you advise the Board as to what
t hose are?

A Yes. $25 per acre for a five year paid
up termand a one-eighth royalty.

Q In your opinion, do the terms you’ve
j ust testified to represent the fair market val ue of and
the fair and reasonable conpensation to be paid for
drilling rights within this unit?
A Yes.
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JIM KAl SER: Mr. Chairman, again, I’d ask that

we be allowed to incorporate our previous testinony
regarding the statutory elections afforded any unl eased
parties.

BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A No.

Q Who should be naned operator under the

f orce pooling order?

A EQT Producti on Conpany.

Q The total depth of the proposed well?

A 2,226 feet.

Q Estimated reserves over the life of the
uni t?

A 250, 000, 000 cubic feet.

Q Has an AFE been reviewed, signed and

submtted to the Board?

A Yes.

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

A Yes.

Q Coul d you state both the dry hole costs

and conpleted well costs for this well?
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A Yes. Dry hole costs are $180,228 and
conpl eted well costs are $386, 939.
Q Do these costs anticipate a multiple
conpl eti on?

A Yes.
Q Does your AFE include a reasonable
charge for supervision?
A Yes.

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,

M . Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

JIM KAI SER: We’d ask that the application be

approved as submtted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.
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Any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes, but Donnie
Ratliff.)
BUTCH LAMBERT:. Opposed, no.
DONNI E RATLI FF: | abstain, M. Chairmn.

BUTCH LAMBERT: One abstention, M. Ratliff.

Calling item nunber nineteen, a petition from EQT
Producti on Conpany for pooling of gas unit and well VC-
537112, docket nunber VGEOB-10-0921-2805. Al parties
Wi shing to testify, please cone forward.

JIM KAISER M. Chairnman, Jim Kaiser and Rita

Barrett.
(Exhibits are passed out.)
BUTCH LAMBERT: You may proceed, M. Kai ser

R 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, we are...Eric is handing
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out a revised plat. Can you tell us why?

A Sure. On the application, there was a
750 foot circle around the well wth sonme tracts | abel ed
A, B and C. After we nmade application, we realized that
that well is indeed in the interior w ndow and that
wasn’t necessary.

Q So, 1it’s primarily Jjust removing the
circle in the A- B and Cto avoid any confusion?

A Correct.

Q Ckay. Do your responsibilities include
the | and i nvol ved here and in the surroundi ng area?

A They do.

Q Are you famliar with the application
that we filed seeking to pool any unleased interest in
this unit?

A Yes.

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

A W do.

Q Prior to the filing of the application,
were efforts nmade to contact each respondent and an
attenpt made to work out a voluntary |ease agreenent
Wi t h each?

A Yes.
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Q What is the interest under |ease to EQT

I n the gas estate?

A 98. 08033%

Q The coal estate?

A 100%

Q Are all unleased parties set out in

Exhi bit B-3?

A Yes.

Q So, what renmai ns unl eased?

A 1. 919667%

Q O the gas estate?

A Gas estate.

Q Ckay. W do have unknowns and

unl ocateables in this unit, correct?

A W do.

Q Were reasonable and diligent efforts
made and the sources checked to identify and |ocate any
unknown heirs including primary sources such as deed
records, pr obat e records, assessor’s records,
treasurer’s records and secondary sources such as
t el ephone directories, <city directories, famly and
friends?

A. And internet, yes.

Q In your professional opinion, was due
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di | i gence exercised to | ocate each of the respondents?
A Yes.
Q Are you requesting the Board to force

pool all unleased interest listed at Exhibit B-3?

A | am
Q Again, are you famliar with the fair
mar ket value drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Could you advise the Board as to what
t hose are?

A $25 per acre for a five year paid up
termand a one-eighth royalty.
Q In your opinion, do the terns that you
j ust testified to represent the fair market val ue of and
the fair and reasonable conpensation to be paid for
drilling rights within this unit?
A Yes.

JIM KAl SER: Mr. Chairman, again, we’d like to

| ncorporate the testinony regarding the statutory
el ecti ons afforded any unl eased parties.

BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, the Board does need to

establ i sh an escrow account for this unit, correct?

184




> O >

Q
under any force

A
Q

wel | ?

unit?
A.
Q

A
Q

A

> O > O

Q

conpl eti on?

submtted to t he Board?

reasonabl e estimate of well costs?

That’s correct for Tract---.

And it covers...I'm sorry.

I'm sorry. Tracts 1 and 5.

Ckay. And who should be nanmed operator
pool i ng order?

EQT Producti on Conpany.

What’s the total depth of this proposed

1, 964 feet.

Esti nated reserves over the life of the

225, 000, 000 cubic feet.

Has an AFE been reviewed, signed and

Yes.

In your opinion, does it represent a

Yes.

What’s the dry hole costs?
Dry hole costs are $142,121.
Conpl eted well costs?

$346, 405.

Do these costs anticipate a multiple
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A Yes.

Q Does your AFE include a reasonable
charge for 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 KAl SER Nothing further of this w tness at

this tinme, M. Chairnman.

BUTCH LAMBERT: Any questions fromthe Board?

BILL HARRI'S: Let nme ask a quick question.
BUTCH LAMBERT: M. Harris.

BILL HARRIS: In the plat, either one...the one

that’s handed out or the original, I’'m Jjust asking you
about that Tiller Fork that’s indicated in the northern
part of the unit Jjust under the number seven that’s
circled. It has Tiller. |Is that a strean?

R TA BARRETT: Yes.

BILL HARRI'S: | nean, why woul d...okay. Because

usually we don’t, you know, even seen streams I ndi cated.
| just wondered if there was any particul ar reason why

t hat one was singled out.
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RI TA BARRETT: The surveyor just stuck it in

t her e.

BILL HARRI S: Okay. Thank you. That’s what I
needed.

BUTCH LAMBERT: Any ot her questions?

SHARON PIGEON: | think you testified that you
had an unknown and unl ocat eabl e. VWhich tract is that
I n?

JIM KAl SER: She wants to know what tracts are

unknown tracts.

RI TA BARRETT: Ckay.

JIMKAISER: I think it’s some of that...I thinKk

it’s going to be 5. Well---.
MARY QUI LLEN: Yeah, 5.
JIMKAISER. ---1I don’t see any.

RI TA BARRETT: We don’t...we do not have any

unl ocateables in this. | apol ogi ze.

JIM KAl SER. Me too. | have got it witten on

my notes.

RI TA BARRETT: | do t oo.

SHARON PIGEON: I think vyou’ve added sone

addr esses. So, you probably got sone additiona
information because you’ve got some smaller (inaudible)

where you’ve added some information.
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RI TA BARRETT: It coul d be.

SHARON PI GEON: Okay. So, it’s all conflicting

cl ai ns for escrow?

JI M KAI SER: Yes, ma’am.

RI TA BARRETT: It |ooks |ike we have addresses

for everyone.

JIM KAISER So, 1 and 5 due to conflicting

clains. Wuld that still be correct?

R TA BARRETT: Yes.

JI M KAl SER: Ckay. Thank you.
BUTCH LAMBERT: Any other questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER: We’d ask that 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: All those in favor, signify by

sayi ng yes.

188




(Al'l menbers signify by saying yes, but Donnie

Ratliff.)
BUTCH LAMBERT:. Opposed, no.
DONNI E RATLI FF: 1711 abstain, M. Chairnman.
BUTCH LAMBERT: One abstention, M. Ratliff.
Thank you, Mr. Kaiser. 1It’s approved.

JI' M KAI SER: Thank you.

BUTCH LAMBERT: Calling item twenty, a petition

from EQT Production Conpany for pooling of gas unit and
wel | VC-536520, docket nunber VGOB-10-0921-2806. Al l
parties wi shing to testify, please cone forward.

JIM KAISER M. Chairman, Jim Kaiser and Rita
Barrett for EQT.

R TA BARRETT

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAI SER

Q Ms. Barrett, are you famliar wth the
application that we filed seeking to pool any unleased
Interest in this unit?

A | am

Q Does EQT own drilling rights in the unit
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| nvol ved here?

A Yes, we do.

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
Wi t h each?

A Yes.
Q What percentage of the gas estate is

under | ease to EQI?

A 98. 36%

Q The coal estate?

A 100%

Q Are all unleased parties set out in B-3?

A Yes.

Q So, .164% of +the gas estate renmains
unl eased?

A That’s correct.

Q Now, in this unit, we do have unknown

and unl ocat eabl es, right?

A. Yes, in Tracts 3 and 4.

Q kay. Were reasonable and diligent
efforts made and sources checked to identify and |ocate
t hese unknown heirs including primry sources such as

deed records, probate records, assessor’s records,
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treasurer’s records, internet and secondary sources such
as telephone directories, city directories, famly and
friends?

A Yes.

Q Are you requesting the Board to force

pool all unleased interest as |listed at Exhibit B-3?

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

t he surroundi ng area?

A | am

Q Could you advise the Board as to what
t hose are?

A Yes, $25 per acre for a five year paid
up termand a one-eighth royalty.

Q In your opinion, do the terns that
vou’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 KAl SER: Mr. Chairman, again, I’d ask that

we be allowed to incorporate the statutory election
testinmony regarding any unleased interest wthin the

uni t .
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BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this well?

A Yes, for Tracts 2, 3 and 4.

Q kay. And 2 is conflicting clains and 3
and 4 unknown and unl ocat eabl es?

A That’s correct.

Q kay. And who should be nanmed operator

under any force pooling order?

A EQT Producti on Conpany.

Q What’s the total depth of this proposed
wel | ?

A Total depth is 3,165 feet.

Q Estimated reserves over the life of the
uni t?

A 400, 000, 000 cubic feet.

Q Has an AFE been reviewed, signed and

subm tted to the Board?

A Yes.

Q In your opinion, does it represent
estimte of well costs?

A Yes.

Q Coul d you state both the dry hole costs

and conpleted well costs for this well?
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A Yes. Dry hole costs are $170, 287.
Conpl eted well costs are $446, 051.

Q Do these costs anticipate a multiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonable
charge for supervision?
A Yes.
Q In your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection

of correlative rights?

A Yes.

Q ls this well outside the interior
W ndow?

A The well is outside the interior w ndow,

but there are no correlative rights issues.

JIM KAl SER Nothing further of this w tness at

this tinme, M. Chairnman.

BUTCH LAMBERT: Ms. Barrett, could you state the

conpl eted costs?

RI TA BARRETT: $446, 051.

SHARON PIGEON: That’s different from vyour

appl i cation.

193




JI M KAl SER: That’s rounded up. The application
| s 446, 050. 85 maybe.

SHARON PI GEON: No. It’s 386,939.

BUTCH LAMBERT: In Section D, it says 386, 939.

JIM KAI SER: Yeah. That’s 1incorrect. The

application is a m stake. Do you want to retestify as
to what the actual well cost is or the conpleted well
cost is?

RITA BARRETT: Conpl eted well costs are

$446, 050. 85 according to the AFE that | have?

BUTCH LAMBERT: Yeah, the AFE 1is correct. It’s

Jjust over in the application it’s wrong.

R TA BARRETT: Yes. Yes.

BUTCH LAMBERT: It’s different...it’s different.

I'm not saying it’s wrong.

JIM KAISER: Wl l, it is.

RITA BARRETT: W changed our prog forns and

they’re hard to read. So, I'm sure that’s where the
confusion of it is.

JIM KAI SER: It’s my mistake.

SHARON Pl GEON: So, it’s Jim’s fault.

BUTCH LAMBERT: So, it’s Jim’s fault.

JIMKAISER It is ny fault.

RI TA BARRETT: Well, it’s---.
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JI M KAl SER: Absol utely.
SHARON PI GEON: Could we get that on the record?

RI TA BARRETT: I’11 just say we made a change

t hat m ght have confused peopl e.

JIM KAI SER: No, it was my fault. That’s all

right.
BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER: We’d ask that the application be

approved with the corrected conpleted well cost figure.

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 those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Qpposed, no.

DONNI E RATLI FF: 1’11 abstain, Mr. Chairman.
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BUTCH LAMBERT: One abstention, M. Ratliff.

Thank you, Mr. Kaiser. It’s approved. Calling itemn
t wenty-one on the docket, a petition from EQT Production
Conpany for pooling of gas unit and well VC-539984,
docket nunber VGOB-10-0921-2807. Al parties wishing to
testify, please cone forward.

JIM KAISER Jim Kaiser and Rita Barrett on
behal f of EQT.

BUTCH LAMBERT: You may proceed, M. Kai ser.

R TA BARRETT

havi ng been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:

Q Ms. Barrett, do vyour responsibilities
i nclude the land involved here and in the surrounding
ar ea?

A Yes.

Q Now, this is a horizontal unit,
correct---7?

A Yes.

Q ---that we’re attempting to pool some

| nt erest ?
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A Yes.

Q So, this wunit has already been...a
provisional wunit for this...the drilling of this well
has al ready been established?

A Uh- huh.  Yes.

Q And does EQT own drilling rights in the

unit i nvol ved here?

A W do.
Q And prior to the filing of t he
appl i cation, were efforts nade to contact each

respondent owning an interest and an attenpt made to
wor k out a voluntary | ease agreenent with each?

A Yes.

Q What percentage of the wunit 1is under
| ease to EQT?

A 86. 45074%

Q Are all unleased parties set out at

Exhi bit B-3?

A Yes.

Q So, what percentage of the unit remains
unl eased?

A 13.54926%

Q So, there...and there are sone unknown

and unl ocateables within this unit?
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A There are.

Q And were reasonable and diligent efforts
made and sources checked to identify and |ocate any of
t hese unknown respondents including primary sources such
as deed records, probate records, assessor’s records,
treasurer’s records, internet and secondary sources such
as telephone directories, city directories, famly and
friends?

A Yes.

Q In your professional opinion, was due
di | i gence exercised to l|locate each of the respondents
nanmed herein?

A Yes.

Q Are you asking this Board to force poo

al | unleased interest as listed as Exhibit B-3?

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

t he surroundi ng area?

A | am

Q Could you advise the Board as to what
t hose are?

A Yes. $25 per acre for a five year paid

up term and one-eighth royalty.
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Q In your opinion, do the terns that you
just testified to represent the fair and reasonable
conpensation to be paid for drilling rights wthin this
uni t?

A Yes.

JI'M KAl SER: Again, Mr. Chairman, we’d ask that

the statutory election options afforded any unleased
parties be incorporated for purposes of this hearing.

BUTCH LAMBERT: Accept ed.

Q Does the Board need to establish an
escrow account for this unit?

A Yes. For Tracts 1, 9, 10 and 11.
Q And that would be due to having unknown
and unl ocat eabl e respondent s?

A That’s correct.

Q kay. And who should be nanmed operator
under any force pooling order?

A EQT Producti on Conpany.

Q And what’s the total depth of this

proposed wel | ?

A Total depth is 4,667.

Q Estimated reserves over the life of the
uni t?

A. 700, 000, 000 cubic feet.
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Q Has an AFE been reviewed, signed and
subm tted to the Board as Exhibit C?

A Yes.

Q In your opinion, does the AFE represent
a reasonable estimate of the well costs for this well?
A Yes.

Q Could you state both the dry hole costs
and conpleted well costs for this well?

A Yes. Dry hole costs are $641, 735.
Conpl eted well costs are $1, 381, 139.

Q Do these costs anticipate a multiple
conpl eti on?

A Yes.
Q Does your AFE include a reasonable
charge for supervision?

A Yes.

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,

M. Chai r man.

BUTCH LAMBERT: Questions fromthe Board?
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BRUCE PRATHER: I’ve got a question. Rita, 1is

this a Roaring Fork? It looks like it.

Rl TA BARRETT: I'm sorry?

BRUCE PRATHER 1s this a Roaring Fork well? It

| ooks like it.
RI TA BARRETT: Yes.
BRUCE PRATHER: Okay. Thank you.

BUTCH LAMBERT: Any further questions from the

Boar d?
KATIE DYE: M. Chairman, | have a question.
BUTCH LAMBERT: Ms. Dye.

KATIE DYE: M. Barrett, would you kind of

address the issue of all of these...this high nunber of
unknowns in this application?

RI TA BARRETT: | nean, |like we said, we talked

to famly nenbers. W searched the internet. W go on
accessory.com and (i naudible).com W take every
avenue. W talk to famly nenbers to try to locate
unknowns and unlocateables. We just can’t find them.
KATI E DYE: Thank you.

RI TA BARRETT: And as at previous hearings, if

we do | ocate any unknowns we will bring this back before
t he Board and repool it or attenpt to | ease them

BUTCH LAMBERT: Any further questions?
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KATI E DYE: Thank you.
BUTCH LAMBERT : Ms. Barrett, what'’s the

hi ghlighted in our...l guess---?

RI TA BARRETT: That was an address change.

BUTCH LAMBERT: Ckay. Any further questions

fromthe Board?

SHARON PIGEON: |Is there a change on the plat

that we’ve got?

RITA BARRETT: Yeah, the initial plat, the

wel | bore was different than what is shown on the one you
have. Was it outside...I’11 let Eric...you need to be
SWor n.

(Eric Strouth is duly sworn.)

COURT REPORTER: Pl ease state your nane.

ERIC STROUTH: W lliam Eric Strouth. What had

happened on this one is the original application
had...we...the plat just showed the unit and it didn’t
show the top hole. The top hole was shown on a separate
exhi bit and we wanted to get it all shown on one plat.

BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAISER: wWe’d ask that the application be
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approved as submtted, M. Chairnman.
BUTCH LAMBERT: Do | have a notion?
MARY QUI LLEN: Motion to approve.

Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Donnie
Ratliff and Bruce Prather.)

DONNI E RATLI FF: | abstain, M. Chairmn.

BRUCE PRATHER: Abst ai n.

BUTCH LAMBERT: Two---.
DONNI E  RATLIFF: Falling through the crack

agai n.

BUTCH LAMBERT: Two abstentions, M. Prather and

Mr. Ratliff. Thank you, Mr. Kaiser. 1It’s approved.
JI' M KAI SER: Thank you.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: Calling item twenty-two on the

docket . It is a petition from EQIl Production Conpany
for pooling of conventional gas unit and well V-531579,

docket nunber VGOB-10-0921-2808. Al parties wishing to
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testify, please cone forward.

JIM KAI SER: Jim Kaiser and Rita Barrett. We'’ve

got the next item on the docket, M. Chairman, is a
| ocati on exception for this same well.

BUTCH LAMBERT: Ckay.

JIM KAISER: Yeah, I think what we’ve done

historically in the past 1is <called the [location
exception because I guess 1t’s sort of necessary that we
have that granted before we bother to force pool it in
case there would be sonme problem wth it. Sorry about
that. | should have caught that before you called that.

BUTCH LAMBERT: Okay. Then we’ll be calling

docket item twenty-three. A petition from EQI
Producti on Conpany for a well [location exception for
proposed wel | V-531579, docket nunber VGEOB-10-0921-28009.

JIM KAISER Qur witnesses in this matter wll

be Ms. Barrett and M. Chris Hnte, who needs to be
SWOr n.
(Chris Hnte is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kai ser.
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R TA BARRETT

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:

Q kay. Ms. Barrett, are you famliar
Wi th the application that we filed seeking a |ocation
exception?

A | am

Q And your responsibilities include the
| and i nvol ved here?

A Yes.

Q Are you famliar with the application

that we filed?

A Yes.
Q I'm sorry, I asked you that already.
Have all interested parties been notified as required by

Section 4B of the Virginia Gas and Ql Board
Regul ati ons?

A Yes.

Q Wuld you indicate to the Board...for

the Board the ownership of the oil and gas underlying
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this unit assum ng that the applications are granted and
t hen we have the subsequent pooling application?

A 100% either |eased or pooled acreage
Wi thin the unit.

Q And does Equitable have...EQlI have the

right to operate any reciprocal wells?

A Yes.
Q Are there any correlative rights issues?
A No.
JIM KAl SER: That’s all I have for this

W t ness, M. Chairnman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

CHRI'S H NTE

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hinte, could you state your nane for
the Board, who you’re employed by and in what capacity?

A Chris Hnte, Regional Drilling Manager
for EQT Production Conpany.
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Q And kind of go over your duties again
for the Board again if you would because it has been a
little bit since you’ve testified, I think.

A I'm responsible for all of the drilling
oper ati ons and conpl etion operations here in Virginia.

Q kay. Now, why are we seeking a
| ocati on exception to drilling this particul ar
conventional vertical well?

A Because of...while we’ re drilling
hori zontal wells, VH-531093 and 1094 we hit a |arge gas
shal e in an upper formation. W want to go in there and
produce that zone and also produce it to...for future
hori zontal drilling on that pad as well so we can get
the gas off of there so it would be safer for future
drilling on that pad.

Q Ckay. And in the event the |location
exception were not granted, <could you project the

esti mated | oss of reserves?

A (No audi bl e response.)

Q Wul d that be 500, 000, 000 cubic feet?

A Yes.

Q And what’s the total depth of this

proposed wel | ?

A. 4,987 feet.
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Q And are we requesting that this |ocation
exception cover conventional gas reserves to include the
desi gnated formations from the surface to the total
depth drilled?

A Yes.

Q In your opinion, would the granting of
this |ocation exception be in the best interest of
prevention waste, protecting correlative rights and
maxi m zing the recovery of the gas reserves underlying
the unit for 5315797
A Yes.

JIM KAl SER Nothing further of this w tness at

this tinme, M. Chairnman.

BUTCH LAMBERT: Any questions fromthe Board?

BlLL HARRI' S: Yes, M. Chairman. M. Hnte, did

you say safety reasons?

CHRI S H NTE: Uh- huh.

BILL HARRI'S: Could you expand on that a little?

CHRIS HNTE: Well, with the anmount of gas that

we saw there, just for safety for future drilling, we’d|
|ike to go in there and produce that gas and get that
gas and start producing and |ower the pressure and the
gas on there. That way when we go back in there and

drill for possible other horizontal wells, that gas
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isn’t as large of a presence as it will be and trying to
prevent any future incidents.

BILL HARRIS: Let ne ask. So, the hori zontal

wells, those are already drilled, the two that are
t here?

CHRI'S H NTE: The 1093 and 1094, yes.

BILL HARRIS: Are already drilled? And you

encountered this pool or reservoir or whatever?

CHRIS HHNTE: In both fornation...in both wells

I n the same depth.

BILL HARRIS: (kay. (kay, yeah, I think that’s

the first time we’d heard that people were doing that
for safety reasons.

CHRIS HNTE: | nean, it was very...it was very

difficult when we hit that gas trying to get it to stop
to do what we had to do.
BILL HARRIS: The horizontal wells...well,

guess, I'm a little confused. The depth of this is---.
MARY QUI LLEN: 4, 987.
BRUCE PRATHER: 4987.

BILL HARRI S: ---4987 and vyour horizontals

are...they’re not that deep though, right?

CHRIS H NTE: They’re both deeper than that.

They’re both in the Huron and this is right above the

209




Hur on.
BILL HARRI S: Ckay. Gkay. Yeah...okay.

JIM KAISERR And we also try to produce this

gas, M. Hnte, to basically prevent waste and benefit
t he royalty owner?

CHRIS H NTE: That’s correct.

Bl LL HARRI S: Ckay. Gkay, thank you.

MARY QUILLEN. M. Chairman, | have just one

guestion to foll owup on that.
BUTCH LAMBERT: Ms. Quill en.
MARY QUI LLEN: When you were drilling those two

hori zontal wells and you went through the Huron, is that
what it was or is that where you’re producing in the
hori zont al ?

CHRIS H NTE: Well, we’re producing out of the

hori zontal section in the Huron. This fornati on where
we hit the gas is not in the Huron.

MARY QUILLEN. On, okay. Ckay. That was ny

guesti on. You went through that formation getting to
the Huron and that’s when you discovered that that large
pool was there.

BRUCE PRATHER Is this gas in the horizontal

| eg of your well?

CHRI'S H NTE: No.
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BRUCE PRATHER: It’s not behind pipe, 1is 1it?

Behi nd t he seven i nch?

CHRIS HINTE: It’s behind the seven inch, vyes,

BRUCE PRATHER: Ch, is it? Ckay.

BILL HARRIS: Let nme ask you, when you say

behi nd pi pe, do you nean that it is excluded---?
BRUCE PRATHER: It’s cemented off.
BILL HARRI S: Ckay.

BUTCH LAMBERT: So, this is...the purpose of

this one...I guess I’'m confused why we’re calling this a
wel | | ocation exception.

RI TA BARRETT: Because the horizontal wells are

conventi onal and---.

BUTCH LAMBERT: I understand that. I’'m looking

at the map. Wiy are we doing a well |ocation exception?

RI TA BARRETT: The | ocation exception is...hang

on a second.

BUTCH LAMBERT: Well, that was...M. Asbury,

that was going to lead up to my next question? That'’s
not...they haven’t addressed that.
RITA BARRETT: TIt’s...it’s right beside the...

it’s right beside the two horizontals.

BUTCH LAMBERT: Is there a...how I'm going to
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get themto see it?

DAVI D ASBURY: I don’t know.

RI TA BARRETT: And also it’s...this unit---.

JIM KAI SER: TIt’s less than 2500 feet from two

ot her vertical wells.

RITA BARRETT: It’s 2409.65 feet from our well

V- 3198 and it’s 1791.75 feet from out well 535943.

JIM KAISER: I’'d direct you to item 2.6 in the

appl i cation.

BUTCH LAMBERT: | wunder stand. | was trying to

get that into the record that we---.

JI' M KAI SER: Thank you.

BUTCH LAMBERT: Wthout ne saying that. I

know...we had for the record that this was for safety
reasons. But | hope you understand why | was trying to
push a little further and get---.

RI TA BARRETT: Onh, absolutely. Yes.

JIM KAISER: Right. Wiy it was required

basically as a | ocation exception.

RI TA BARRETT: It just took me a mnute to find

t he footage.

JI M KAl SER: Thank you.

BUTCH LAMBERT: Yeah. Ri ght . Ckay. Any

further questions fromthe Board?

212




(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER: No, sir. We’d ask that the

application be approved as subm tted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Rat|liff and Bruce Prather.)

BUTCH LAMBERT: QOpposed, no.

DONNI E RATLI FF: Abst ai n.

BRUCE PRATHER: Abst ai n.

BUTCH LAMBERT: Two abstentions, M. Prather and

Mr. Ratliff. Now, we’ll go back docket item twenty-two

t hat has al ready been call ed.

R TA BARRETT

having been duly sworn, was examned and testified as

fol | ows:
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DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:

Q Ckay. Ms. Barrett, do your
responsibilities include the land involved here and in
this area?

A Yes.

Q Do we have anything to pass out?
(No audi bl e response.)

(Exhibits are passed out.)

Q And are we...are you famliar wth the
application that we filed seeking to establish a unit
and pool any unleased interest within this unit?

A Yes.

Q Does EQT own drilling rights in the unit
| nvol ved here?

A W do.

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
Wi t h each?

A Yes.

Q What percentage of the wunit 1is under
| ease to Equitable?

A 99. 93611%
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Q Are all unleased parties set out at B-3?

A Yes.

Q So, what percentage of the unit remains
unl eased?

A 0. 063889%

Q kay. W do have sone unknown i nterest

in this unit?

A Yes. Tract 7.

Q Were reasonable and diligent efforts
made and the sources checked to identify and |ocate any
of these unknown fol ks including primary sources such as
deed records, probate records, assessor’s records,
treasurer’s records, internet, secondary sources such as
t el ephone directories, <city directories, famly and
friends?

A Yes.

Q In your professional opinion, was due
di | i gence exercised to l|locate each of the respondents
named in Exhibit B?

A Yes.

Q Are you requesting the Board to force
pool all unleased interest listed at B-3?

A | am

Q Are you famliar with the fair market
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value of drilling rights in the unit here?

A Yes.

Q Could you advise the Board as to what
t hose are?

A Yes. $25 per acre for a five year paid
up termand a one-eighth royalty.

Q In your opinion, do the terns that
vou’ve testified to represent the fair market wvalue of
and the fair and reasonabl e conpensation to be paid for
drilling rights within this unit?

A Yes.

JIM KAl SER: Mr. Chairman, again, I’d ask that

we be allowed to incorporate the testinony taken
regarding statutory elections afforded any unleased
parties.

BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A Yes. Tract 7.

Q Who should be naned operator under any

f orce pooling order?

A EQT Producti on Conpany.
Q The proposed depth of this well?
A This well is 4,987 feet.
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Q Esti mated reserves?
A 500, 000, 000 cubic feet.
Q Has an AFE been reviewed, signed and
submtted to the Board as Exhibit C?

A Yes.

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

A Yes.

Q Could you state the dry hole costs and
conpl eted well costs for this well?

A Yes. Dry hole costs are $212,180.
Conpl eted well costs are $457, 639.

Q Do these costs anticipate a multiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonable
charge for supervision?
A Yes.
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 w tness at
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this tinme, M. Chairnman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER: We’d ask that the application be

approved as submtted.

BUTCH LAMBERT: The revised exhibits?

RI TA BARRETT: The revised exhibits what’s

hi ghli ghted on page two of four are address changes and
those are also to reflect the fact that John Larkin
St anl ey i s deceased. Those are his heirs.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes, but Donnie
Ratliff and Bruce Prather.)
BUTCH LAMBERT: QOpposed, no.

DONNI E RATLI FF: Abst ai n.

BRUCE PRATHER: Abst ai n.
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BUTCH LAMBERT: Two abstentions, M. Prather and

M. Ratliff.
BUTCH LAMBERT: Calling docket itemtwenty-four,

a petition from EQI Production Conpany for the
establishment of a provisional drilling unit EQT-2810,
docket nunber VGOB-10-0921-2810. Al parties wishing to
testify, please cone forward.

JIM KAISER M. Chairnman, on this docket itemn

It wll be JimKaiser, Eric Strouth and Tayl or Vactor.

BUTCH LAMBERT: You may proceed, M. Kai ser.

ERI C STROUTH

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Strouth, who are you enployed by and
what are your duties?

A EQT, | prepared the exhibits for the
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f orce pooling.

Q And what el se do you do?
A | manage our |ease acquisition efforts
across Virginia.
Q And has everybody owning an interest as

required by statute in either the oil, gas and coal been

notified of this hearing?
A Yes.
JIM KAISER: Nothing further of this wtness,

M . Chai r man.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

(Taylor Vactor is duly sworn.)

TAYLOR VACTOR

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:

Q M. Vactor, if you would state vyour

nanme, who you work for and in what capacity?
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A My name is Taylor Vactor. I’'m geologist
wi th EQT, the lead Virginia geol ogist.

Q And you’ve testified before the Board on
t he establishnment of provisional units for drilling of

hori zontal and conventional wells on numerous occasi ons?

A | have.

Q And vyou’ve prepared a handout for the
Board to illustrate your testinony?

A That’s correct.

Q kay. Do you want to go through that
now?

A Yes. So, we’ll Jjust go through the
usual horizontal proposal packet. So, the proposal for

the horizontal unit on page AA is stated as such, we’re
| ooking at a 320 acre square unit with dinmensions 3,733
X 3,733 with a 5,280 foot diagonal. There will be a 300
foot interior wndow with a 600 foot standoff from

adj acent grid horizontal wellbores. W should be able

to drill our surface |ocation outside of the unit so
| ong as production conmes from within the unit. Ther e
wi Il  be a mnimum of 600 foot...600 feet between
hori zontal wellbores and any vertical well producing
from that horizon. This unit wll allow for nmultiple
wel | s and/or laterals for a maxi num drai nage. In sone
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cases, two or nore wells may be able to use the sanme pad
due to terrain restrictions.
On page BB, this just shows a diagram of the

di mensions that | previously stated.

Oh CC, the benefits of horizontal drilling,
fewer issues with coal mining. There’s 1less surface
di st ur bance. W can nore effectively extract the

resour ce. The laterals can reach into areas otherw se
| naccessi ble by vertical wellbores. There are higher
depl etion rates and shorter lives the wells. This wll
encour age devel opnent of the resource.

On page DD, this shows where the horizontal
units are that we are proposing to establishing today
Wi th relation to each other.

Oh page EE, this shows a mp wth the
hori zontal unit outlined in purple for the 2810 unit. |
apologize. This isn’t clear. With the other green
units to the...directly to the west or northwest, the
one directly to the west is already approved by
your sel ves and the one to the north of that is one that
we would be planning on getting approved sonething in
the future. And then it shows existing vertical
wel | bores as wel | .

On page FF, this is showng unit 2811 outli ned
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I n purple. The only one approved on this page by
your sel ves would be directly to the west of this unit.
The rest of those are wunits that we are currently
wor king on and they cone forth to seek approval in the
near future.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

JIM KAI SER: We’d ask that the application be

approved as submtted, M. Chairnman.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes, but Donnie
Ratliff and Bruce Prather.)
BUTCH LAMBERT: QOpposed, no.
DONNI E RATLI FF: Abst ai n.

BRUCE PRATHER: Abst ai n.

BUTCH LAMBERT: Two abstentions, M. Prather and
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M. Ratliff. Calling itemtwenty-five, a petition fron
EQT Production Conpany for the establishnent of a
provisional drilling unit EQI 2811. This is docket
nunber  VGOB- 10- 0921-2811. Al parties wshing to
testify, please cone forward.

BUTCH LAMBERT: M. Chairman, Jim Kaiser, FEric

St rout h and Tayl or Vactor. You may proceed, M. Kaiser.

ERI C STROUTH

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Strouth, in this particular wunit
we’re passing out a revised tract ownership information
schedule. Really all that has changed is that I’'m not
sure that i1t...well, I know that it doesn’t really
matter for purposes of this particular hearing. But we
j ust corrected sone information on there. W had shown
one party as being unleased who was actually | eased,
ri ght?

A Yes, that is correct.

Q But in this particular case, what I'm

going to ask you has all parties as required by statute,
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t hat being all oil, gas and coal owners been notified?
A Yes, they have.
Q And we do have...do we have unknown

owners within this unit?

A Yes.
Q And did we publish?
A. Yes, we did.

JIM KAISER: Nothing further of this wtness,
M. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

TAYLOR VACTOR

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER:

Q M. Vactor, again, if you would for the
Board go through your presentation that you prepared to
il lustrate your testinony regarding the establishnment of
this provisional unit?

A Ckay. | will go through the packet

again. The proposal is for a 320 acre square unit with
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di mrensions of 3733 X 3733 for 5,280 foot diagonal.

There will be a 300 foot interior window with a 600 foot
standoff from adjacent grid horizontal well bores. e
should be able to drill the surface |ocation outside of

the unit so long as production conmes from within the
unit . There will be a mnimum of a 600 foot distance
bet ween hori zontal wellbores and any vertical producing
from that sane horizon. This wll allow for multiple
wells and/or laterals for maximum drainage. In sone
cases, two or nore wells may be able to use the sane pad
due to terrain restrictions.

Again, on page BB, this is a diagram show ng
the previously nentioned dinensions of the horizontal
units.

On page CC, the benefits of horizontal drilling
there’s fewer issues with coal mining, less surface
di st ur bance. W can nore effectively extract the
resour ce. Laterals can reach into areas otherw se
inaccessible by vertical wellbores and there’s higher

depl etion rates with shorter lives to the wells and this

Wi | | encourage devel op of the resource.
| guess, | kind of conmbined the two from the
| ast docket item the first tinme | went through this.

But on page DD, again, it shows both docket itens that
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we. ..l guess, 2810 was the previous docket item Thi s
is for 2811 that we’re talking about right now, but it
shows both of those units with relation to each other.

On page EE, that was the previous docket item

On page FF, 1it’s for this docket item. We’ re
showing the horizontal unit that we’re proposing to seek]
approval . Again, to the west of that unit, that unit is
al ready approved and all of the other units that are
shown on this page are currently working and nmay cone in
front of you all to seek approval on those units in the
future

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER: We’d ask that the application be

approved as submtted, M. Chairnman.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BILL HARRI S: I’'11 second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
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(Al'l menbers signify by saying yes, but Donnie
Ratliff and Bruce Prather.

BUTCH LAMBERT:. Opposed, no.

DONNI E RATLI FF: Abst ai n.

BRUCE PRATHER: Abst ai n.

BUTCH LAMBERT: Two abstentions, M. Prather and

Mr. Ratliff. Mr. Kaiser, it’s approved.

BUTCH LAMBERT: Item twenty-six is a petition

from EQT Production Conpany for nodification of the Nora
Coal bed Gas Field to allow one additional coal bed gas
well to be drilled in each of the 58.77 acre Nora units.
This is docket nunmber VGAEOB-89-0126-0009-07. All parties
W sing to testify, please cone forward.

JIMKAISER: M. Chairman, in this case, it wll

be Jim Kaiser, Eric Strouth and Abby Tomkiewicz. We’ll
get her sworn here in a mnute.

(Exhibits are passed out.)

(Abby Tonkiew cz is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kaiser
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ERI C STROUTH

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER

Q M. Strouth, have all parties to this
application, that being all oil, gas and coal owners
been notified as required by statute?

A Yes.

Q And, again, we have...it appears naybe
one unknown entity wthin this wunit...within these
units, is that correct, or at |east one?

A Let’s see.

Q Yeah, it looks like the Heirs of Enory
Cl yde Presley.

A Ckay.

Q So, did we publish in accordance wth
statute to cover notice to any unknowns?

A Yes.

JIM KAISER: Nothing further of this wtness,

M. Chai r man.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
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BUTCH LAMBERT: You may conti nue, M. Kaiser.

ABBY TOWKI EW CZ

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:

Q Ms. Tonkiewicz, if you would state who
vou’ re employed by and in what capacity.

A I'm employed by EQT Production Company
and I'm a geologist for our Virginia group.

Q And you’ve previously testified on
| ncreased density applications before the Gas and QO
Boar d?

A Yes, | have.

Q Did you prepare a handout to illustrate

your testinony today?

A. Yes, | did.
Q Coul d you go through that please?
A Sur e. This is the nornal handout that

we give you guys. We’re requesting permssion to drill
| ncreased density wells in our field. If you | ook at
the first page, AA, we’ve just divided out and put the

number of 1increased density wells that we’ve drilled
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broken down by year and then for 2010 is, you know,
t owar ds the bottom. And for our totals we’ve got a 179
wells drilled, 7,170 mmtf cunulative production and
11.24 mmcf a day for rate. That rate is as of July the
31st of this year.

If you flip to BB, this is just a graph our
infill or our increased density wells versus our
original wells that we have drilled in the field. This
I s our gross volunmes up through July of this year. As
you can see our infills are...our increased density
wells are the red line and our original wells are the
blue line. So, our increase in...you know, we have nore
production in our infills and that offsets our slight
decrease in our original. So, we feel that this is a
good use of our capitals to be drilling increased
density wells.

On CC, this is a...just a map of the field and
the green squares are the increased density wells that
we’re asking permission to drill. Then the grey ones
are ones that we have al ready had approved by the Board.
Then if you flip to DD, we just zooned in so
you could see what grid they correspond to the Board
docket item nunbers. So, you could see where those are.

Then EE is the sane. You can see 79BQ and 88Bd
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are being requested.

Then on FF, the sane for those seven increased
density wells. So, that is our---.

Q So, again, 1it’s your testimony that

vou’ re getting enough incremental production from the

second additional...fromthe additional well, the second
well, to continue to allocate capital to this type of
drilling?

A Absol utel y.

JIM KAISER No further questions of this

W t ness, M. Chairman.

BUTCH LAMBERT: Questions fromthe Board?

KATIE DYE: M. Chairman, | have a question.
BUTCH LAMBERT: M's. Dye.
KATI E DYE: Do you al ready have one well drilled

in all of these units that you’re asking for---?

ABBY TOWKIEWCZ: I can’t say for sure, but |

would assume for most of them that we would. But I'm
not...I don’t...don’t quote me on that.

KATI E DYE: Ckay. Thank you.

BUTCH LAMBERT: You are. You just quoted it.

ABBY TOWI EWCZ: I said I wasn’t sure.

BUTCH LAMBERT: You’re on the record.

SHARON PI GEON: We have soneone com ng up here
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who’s sure, I think.

JIM KAI SER: Yeah. We...well, | think by matter

of definition we probably wouldn’t be applying for this
if we didn’t and if you’ll look at the relief sought---.
ABBY TOWKI EW CZ: Ri ght.

JI M KAI SER: ---in the application, it shows

the existing well within each of the grids...the well
nunber for the existing well.

KATI E DYE: Thank you.

BUTCH LAMBERT: Thank you. Any further

questions fromthe Board?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER: We’d ask that the application be

approved.

BUTCH LAMBERT: Do | have a notion?

BILL HARRI'S: Mbdtion to approve.
MARY QUI LLEN: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
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Ratliff.)
BUTCH LAMBERT:. Opposed, no.

DONNI E RATLI FF: 1711 abstain...I’11l abstain.

BUTCH LAMBERT: One abstention, M. Ratliff.

JI' M KAI SER: Thank you.

BUTCH LAMBERT: Calling docket twenty-seven, a

petition from CNX Gas Conpany, LLC for creation of a
provisional drilling unit and |ocation exception and
pooling of horizontal coalbed nethane gas unit U 3,
docket nunber VGOB-10-0921-2812. Al parties wishing to
testify, please cone forward.

MARK SWARTZ: Mark Swartz, Anita Duty and Les

Ar ri ngt on.

(Leslie K Arrington is duly sworn.)
(Exhibits are passed out.)

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, you get to go first, okay.

234




kay.

Can you handl e that?

Yes.

You need to state your name, again.
Anita Duty.

Who do you work for?

CNX Land Resources.

And what’s your title with them?

Pool i ng supervi sor.

o > O » O >» O » O >

Ckay. And did you participate in
preparing the notice of hearing, the application and
some of the exhibits with regard to this application
pertaining to U 3?

A | did.

Q Okay. Let’s talk about the applicant &g
little bit. The applicant is CNX Gas Conpany, limted,
Is that right?

A Yes.

Q And is that conpany a Virginia Limted
Li ability Conpany?

A Yes.
Q Is it authorized to do business in the
Conmonweal t h?

A It is.
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Q And 1it’s the applicant, but 1is 1t
also...is it requested that CNX Gas Conpany be the
desi gnated operator if the application is approved?

A Yes.

Q And in that regard, has CNX registered
Wi th the Departnent of Mnes, Mnerals and Energy?

A Yes.

Q And does CNX Gas Conpany, Limted have
the required bond on file?

A It does.

Q kay. Wth regard to lease terns
concerning CBMand this is a CBMunit, correct?

A Yes.

Q What are the | ease terns?

BUTCH LAMBERT: Ladi es and gentl enen, excuse ne,

if you all need to have a conversation, please take it
outside. We can’t hear up here. Thank you. Sorry, Mr.
Swart z.

MARK SWARTZ: No probl em

Q What would the Ilease terns be that
vou’ve offered to folks that vyou’ve been able to reach
agreenents with in this unit?

A $10 per acre per year for a five year

paid up termand a one-eighth royalty.
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Q Ckay. And is any...is the up front
paynent recoupabl e?

A It is.

Q Ckay. And in the event the Board were
to approve this application, would those be terns that
you would recomrend be inserted in any deenmed to have

| eased provi sion?

A Yes.

Q kay. What did you do to tell people
that we were going to have a hearing today with regard
to this?

A Mailed by certified mail, return receipt

requested on August the 20th, 2010 and published the
notice and |location map in the Bluefield Daily Tel egraph

on August the 31st, 2010.

Q And  when you publ i shed, did t he
newspaper give you a certificate?

A Yes.

Q kay. And are vyou tendering your

certificates of publication and your certificates wth

regard to mailing to M. Asbury today?

A Yes.
Q Do you want to add any respondents?
A No.
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Q Do you want to dism ss any?
A No.
Q kay. What...what are the interest that
t he operator has...or the applicant has acquired in this
proposed unit?

A We’ve acquired 100% of the coal claim
and 87.9568% of the oil and gas claim. We’re seeking to

pool 12.0432% of the oil and gas claim

Q (kay. And have you provided a well cost
esti mate?

A Yes.

Q kay. And before we get to that, if you
would look at the plat with me for a moment. I'm going
to talk to Les nore about this. But just to get you
focused on it. The plat here is a conbination of

several existing OGakwood units, is that correct?

A Yes.

Q And when you do the acreage cal cul ation,
it’s not 320, it’s what?

A 318. 52.

Q Okay. So, that’s...that would be the
anmount of the wunit...the acreage in the wunits that
yvou’ re seeking to create by this application?

A Yes.
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Q And have you depicted in a schenmatic
sort of way, the location of the two wellbores that
vou’ re going to need to do this and then the three legs?
A Yes.
Q So that the Board can see that we'’reg
t al ki ng and each | eg has a distance or a dinension on it
and a bearing, correct?
A It does.
Q kay. Now, the well cost estinmate that
vou’ ve provided, which appears later in your application
I s for what anount?
A $1, 478, 445. 14.
Q kay. And that includes both of the
vertical holes, correct?
A Yes.
Q And the three | egs each totally
sonething in the order of 2400 feet?
A Yes.
Q kay. And the production fromthe well,
as you understand it, would be in the | egs as opposed to
t he connector between U 3A and U-3B, is that correct?
A That’s correct.
Q Ckay. Al right. Have you provided the

Board wth a statenent concerning the need for escrow?
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Yes.

kay. And Tract 6 needs to be escrowed?

A

Q

A Yes, it does.
Q And there’s a conflict in that tract?
A

There is.
Q Are there any split agreenents that
woul d appl y?
A There are. In Tracts 1, 2, 3, 4, 5A
5B, 6 and 7.
Q kay. And those split agreenents and

the tracts that have split agreements, you’ve prepared
an Exhibit EE and you’re tendering that to the Board
W th regard to splits?
A Yes.

Q kay. And are you requesting that the
order allow you pay people directly consistent wth
their split agreenments rather than escrow ng those
funds?

A Yes.

Q Okay. And that’s why you don’t need tqg
escrow very mnmuch?

A That’s correct.

MARK SWARTZ: Okay. Okay, that’s all I have of

Anita at the nonent.
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BUTCH LAMBERT:. Questions fromthe Board?

KATI E DYE: M. Chair man.
BUTCH LAMBERT: M's. Dye.

KATIE DYE: Could you explain to ne...this is

j ust for own education when | hear up front noney is
recoupable. Could you explain to nme what that is?

MARK SWARTZ: I can’t hear you.

BILL HARRI S: I didn’t...I didn’t hear you.

BUTCH LAMBERT: Mrs. Dye, we didn’t hear you

down this way either.

KATIE DYE: I'm sorry. I said could somebody]

pl ease explain to nme, this is just for mnmy education, if
I didn’t misunderstand, I heard like the up front money]
| S recoupabl e.

MARK SWARTZ: Correct. It conmes back...if you

drill the well, you get a credit against the royalties
equal to the anount of the bonus paynent.

KATIE DYE: It’s Jjust a new term. I hadn’t

pi cked up on it before.

MARK SWARTZ: I don’t think it’s new. But it

may have registered for the first tine.
KATI E DYE: Yeah. There you go. Thank you
BUTCH LAMBERT: Any other questions from the

Boar d?
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(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Swartz.

MARK SWARTZ: Thank you.

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

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

A Leslie Arrington.

Q Who do you work for?

A For Consol Energy.

Q And what’s your current title?

A Director of Permtting.

Q kay. Did you prepare a schematic or a
coupl e of maps and a chart for the Board today?

A Yes, we did.

Q Could we distribute those?

A Yeah.

(Exhi bits are passed out.)
Q Les, could you just summarize briefly..
I know vyou’ve testified before about horizontal, but

could you summarize briefly your involvenent wth
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hori zontals in Virginia and other states?

A Yes. We’ve been drilling coalbed
methane horizontals for quite a few years now. We’ ve
br ought several before this Board to be approved and
drill ed. Numer ous ones in Northern West Virginia and
Pennsyl vani a.

Q Okay. And the information that you’ve
provi ded today, you have...it looks |ike the first page
after the title page...go ahead.

A Let nme nake a comment on the title page.
When I was making the title page, it says, “Pocahontas
Nunber 2 and 4 seams”. These...this application is for
t he Pocahontas Nunber 4 seam So---.

Q VWell, we have several of these on the
docket today and nost of them are in the Pocahontas 4,

but there is also one in the 3 seam

A It is.

Q Which is why you had the---?

A Yes.

Q Okay. And you’ve sort of recycled the

cover page?
A | did.
Q Ckay. Wth regard to the map that

| mredi ately follows the cover page pertaining to this
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unit, have you tried to reproduce the well [ocations and

A
Q

A

schemati c.

di f f er ence.

Q
A.

Q

A.
Q

regard to the other exhibit, this is interesting, can

the legs within the proposed drilling unit on this map?
A Ve did.
Q Okay. And that’s Jjust to show the Board
how they fall on the units?
A Yes.
Q And | would point out to you, Les, that

the leg to the west on your map actually gets nore into

the unit that would be in the northwest corner, correct?

It does.

kay. And is that the nore accurate

depi ction of where that leg is probably going to wide up

as compared to the plat that’s attached or do you know?

|...it should be nore to the plat.
kay. So---7

Renenber, basically a

ny map S

Ckay. Wl |, okay, I noticed the

So, you would say that the plat would be

accurate and yours is a denonstrative exhibit?

That’s right.

Ckay. Just so that we know Wth

you tell the Board whether or not drilling multiple |egs
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|like this is expected to produce the sanme kind of
i nterference that you have seen and tal ked about when
we’re 1in...when we’ve Dbeen discussing 1infill drilling
Wi t h t he Board?

A Yes, it coul d.

Q Ckay. So, is that...is that a
consi deration...a positive consideration that you have
when you’re drilling multiple legs?

A Yes.

Q Is this intent...is this last page the
hori zontal well forecast, does that factor in any Kkick
resulting fromincreased density?

A It does.

Q Ckay. Could you tell the Board where
the data...where the forecast data cones from or the
forecast cones from with regard to the cunulative
reserves and forecast?

A Yes. This comes from data that we’ve
acquired fromcore holes and existing wells that we have
in the area and we’ve calculated a reserve number, which
the cunulative reserves for this well and any others
that you’ll see 1is somewhere between 690,000,000 and
900, 000, 000 cubic feet.

Q So, we’'re talking about a substantial
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amount of gas per the unit that you’re seeking to create
her e?

A Yes. Yes.

Q Ckay. Is it your opinion that drilling
t hese two holes and then the three | egs and using one of
the holes as a production hole is a reasonable way to
produce the CBMfromw thin this proposed unit?

A Yes, it is.

Q And you’ve simply utilized Oakwood units
to sort of outlined the boundaries, correct?

A We did. That’s been the standard
procedure before this Board and that’s how we generated

I t.

Q That’s why you did that?
A That’s why we generated this unit.
Q kay. And the...if you conbine &

pooling order with the leasing that vyou’ve Dbeen
successful in and Anita talked about the acquisition
that you’ve been successful, is it your opinion that the
correlative rights of all owners and claimants in this
CBM unit woul d be protected?

A Yes, it is.

Q And we need a |ocation exception because

we’re drilling two wells in close proximty to one
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anot her even though only one of them is actually going
to be in production?
A That’s correct.

MARK SWARTZ: That’s all I have of Les.

BUTCH LAMBERT: M. Swartz, could you repeat

t hat | ast statenent that you nade?

MARK SWARTZ: Ckay, we---.

BUTCH LAMBERT: If vyou’re drilling two wells,

but - - -.

MARK SWARTZ: One is going to be a production

hol e.

BUTCH LAMBERT: Okay. I didn’t understand vyou

to say that way.

MARK SWARTZ: Yeabh. But anytinme you drill a

hole in the ground in Virginia it’s a well pretty much.
So, you need a location exception even though we don’t
i ntend to produce from both of these...the intention is
to utilize one as an access hole and the other as the
producti on hol e.

LESLI E K. ARRI NGTON: That’s correct.

BUTCH LAMBERT: And which one will be which?

LESLI E K. ARRI NGTON: The sout hern...the

sout hern nost well wll be the access hole and the

nort hern nost the production well.

247




MARK SWARTZ: The one t hat t he t hree

termnate...the three 1legs termnate into is the
production hole, right?

LESLI E K. ARRI NGTON: Yes.

BUTCH LAMBERT: Wait a mnute. Run through that

one nore tine. | think | heard it backwards and then
you- - - .

LESLIE K. ARRI NGTON: No, the access hole, the

sout hern U-3A---.
BUTCH LAMBERT: U-3A is the access hol e.
LESLI E K. ARRI NGTON: ---it will be

drilled...it’s the access hole and it will be drilled
down to approxinmately 500 feet above your target seam
A 500 foot radius will be drilled and you’ll land
approximately at the U-3B into the formation and the
| aterals will be drill ed.

BUTCH LAMBERT: Okay. Thank you.

BUTCH LAMBERT: Let ne ask a question related to

that. We don’t...I mean, I guess, we occasionally see
where we have two wells. Is this because you have nore
than one |ateral ? | nmean, is that why we need that

production hole as well as the---7?

LESLI E K. ARRI NGTON: No.

MARK SWARTZ: You can’t make---.
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LESLIE K. ARRINGTON: Well, in CBM we have to

out .

have a neans to bring the water Those wells are

drilled up dip and the production hole has two purposes.

One to bring the water our and one to produce the gas.

BILL HARRIS: Okay. Ckay, thank vyou. Thank

you.
BRUCE PRATHER: And you’re just going to produce

one of these |egs?
LESLIE K ARRI NGTON: No, you wll produce all

three legs are drilled out of the U 3B.
are you going to run

three | egs.

three legs. Al
BRUCE PRATHER W\l |

pi pe...are you going to run pipe in al
LESLI E K. ARRI NGTON: No.
BRUCE PRATHER: Aren’t you afraid that one of

vour legs might collapse on you and you’d get nothing?
It happens.

LESLIE K ARRI NGTON: It happens.
Yes, sir.
BRUCE PRATHER: I’d think.
MARY QUILLEN. M. Chairman, | have just one
guestion---.
BUTCH LAMBERT: ©Ms. Quill en.

MARY QUI LLEN: ---for M. Arrington

ny nmenory on the CBM horizontal
drilled sone of the CBM hori zont al
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I S...how successful ---?

LESLIE K. ARRINGTON. Fairly successful. Yes,

ma’am, we have drilled them in Virginia. We have had
t hem before this Board.

MARY QUI LLEN: R ght. R ght.
LESLI E K. ARRI NGTON: Yes.
MARY QUI LLEN: And they’re---.

LESLI E K. ARRI NGTON: They’re doing okay.
MARY QUI LLEN: Ckay. Okay.

LESLIE K. ARRINGION: Not...they’re not great,

but they’re...they’re okay.
MARY QUI LLEN: Uh- huh. kay. Vel l, you know,

we just don’t see that many of the CBM horizontals and
nost of them are conventional and just wondering how
t hey conpare or is there...is that |ike conparing apples
and oranges as far---?

LESLIE K. ARRI NGTON: To answer the first

question. The reason you don’t see us Wth nmany is our
field has been drilled so much vertically. It’s hard to
find a place that you want to put a horizontal

MARY QUI LLEN: Ckay.

LESLIE K ARRINGTON: And once we find that

place, then yes they’re fairly successful.

MARY QUI LLEN: Uh- huh. Ckay. And how do they
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conpare to conventional or do you...or can you conpare
then? Are they so---?
LESLI E K. ARRINGTON: Do you nean---?

MARY QUI LLEN: As far as production?
LESLI E K. ARRI NGTON: Producti on.

BRUCE PRATHER: Different econonics.
MARY QU LLEN: O is it different.

BRUCE PRATHER: D fferent econom cs.

LESLIE K ARRINGTON: It’s kind of different.

But they will do okay...comparatively they’re doing
okay.
MARY QUILLEN. Because the cost is not that

different and that’s the reason I wondered if---.
LESLI E K. ARRI NGTON: That’s correct.
MARY QUI LLEN: Ckay.

BRUCE PRATHER: 1I’'ve got a question, Mr.

Chai r man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: In your initial statenents, you

said that the potential inference between these |egs was
beneficial. It always been ny conclusion that when you
start getting inference between wells, you’ve drilled
one well too many.

LESLIE K. ARRINGTON: In coal bed nethane, you
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also need to renove nore water and take...get the
pressure down---.

BRUCE PRATHER Ckay.

LESLIE K. ARRI NGTON: ---in coal bed nethane.

It’s a little different than conventional.

BRUCE PRATHER: So, basically...basically what

vou’ re doing though is you’re using this nobre as a water
drainage thing than to get rid of your water. You’ve
got your well [|ocation down dip and your water is all
comng into this one well down here.

LESLIE K. ARRINGION: Well, it is. But vyou’re

al so want to get your pressure reduced.

BRUCE PRATHER: Yeah. But the thing about it

is...l nmean, it has always been ny contention that if
vou’ve got interference between these wells vyou’ve
drilled one well too nany. I nmean, you nmay have a
di fferent---.

LESLIE K. ARRI NGTON: I n conventional .

BRUCE PRATHER Yeah. You may have a different

use for this than what I’'m used to looking at. But that
has al ways been ny conviction. It was ny opinion that
t here has never been any economc gain in drilling wells
that interfere with each other.

LESLIE K. ARRINGTON: Again, 1in conventional
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drilling.
BRUCE PRATHER: Okay.

MARK SWARTZ: Well, we’ve been here before with

infill drilling applications, Les.

LESLI E K. ARRI NGTON: Yes.

MARK SWARTZ: | think the Board...unfortunately,

| wish we had brought sone of those exhibits with us.

But we have shown graphs to the Board before where you

drill one well and you track the performance of that
wel | and then you bring the second infill well on |ine
and you will see a kick in the first well and you wll

see the first...the second well comng on at a nuch
el evated rate of production. Have you been here wth
t hat ki nd of data?

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

MARK SWARTZ: |s the performance of a CBM well

W th regard to water issues and interference in the
sense of pressure drops in the seam a different kind of
performance than you see in conventional wells.

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

MARK SWARTZ: So, | nean, | think we agree with

what you’re saying, but we’re saying based, I mean...and
| think...you know, | hope you remember some of Les’

testinony in this regard that there is the concept that
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If you drop your pressure in your coalbed nethane
producing zone you’re going to produce more gas.

BRUCE PRATHER: Well, my...what I’ve always

t hought happened to you is that, you know, your second
well doesn’t have that water problem that the first well
has. So, what vyou’re doing 1s you’re handling your
water better than anything else to get your...to get
your i ncrease production.

MARK SWARTZ: There are definitely those two

issues in play, but because you don’t have the same kind
of reservoir in a CBM well. You’ve got inherence to the
coal issue. Once you generate that pressure drop, it
desorbs from the coal quicker and your production is
better. So, | nean, you have. ..it’s a different dynamic
W th regard to a reservoir pressure than you would
expect and experience in a nore unifornmed conventional
hori zon.

BRUCE PRATHER Ckay.

MARK SWARTZ: So, there’s a water issue, but the

I nterference actually in CBMis generally speaking good.

BRUCE PRATHER: Ckay.

MARK SWARTZ: I mean, I’'m sort of---.

LESLIE K. ARRINGION: Yes, that’s absolutely

correct.
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MARK SWARTZ: And I'm sort of...you know, but I

think I’'m summarizing testimony that we’ve presented.

BRUCE PRATHER: Yeah. Well, | can understand

what vyou’re doing. I mean, 1t’s Jjust that...I assume
the economics are there or you wouldn’t be doing it.

You know, the economcs is always a problem with these

t hi ngs.
LESLI E K. ARRI NGTON: We hope that’s correct.
MARK SWARTZ: Well, and the other benefit of
this...I mean, you know, you’re getting...you’re kind of
getting three wells with I ess surface activity. | nean,
they’re...you know, there are some other benefits here.

You know, you’re building a little less in the way of
site work and less in terns of roads and power |ine, you
know, and so forth. So, there are sone surface
advantages to this if it works as well.

BUTCH LAMBERT: Mr. Arrington, on what we’re

going to | abel as Exhibit AA that you handed out---?
LESLI E K. ARRI NGTON: Yes.

BUTCH LAMBERT: ---on page three of Exhibit AA

so can we take that that well forecast is from your
coal bed well horizontal wells or conventional wells?

LESLIE K ARRI NGTON: No, that’s coalbed

met hane.
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BUTCH LAMBERT: This is a coalbed nethane

f orecast ?
LESLI E K. ARRI NGTON: Yes.
BUTCH LAMBERT: Ckay.
BRUCE PRATHER: Hori zontal ?
LESLI E K. ARRI NGTON: Hori zontal .
BUTCH LAMBERT: Hori zont al
BRUCE PRATHER: Ckay.

BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No, sir.

BUTCH LAMBERT: Do | have a notion?

DAVID ASBURY: M. Chairman, may | ask a

questi on before you go to the notion?

BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: | may have mssed it. But the

other 1.4 sone acres in the southern nost corner of
these units, what’s...what’s different about that?

LESLI E K. ARRI NGTON: That sout heast corner, the

reason that was designed that way, we have a seal ed gob
unit that cones into that corner for the 3 seam It has

already been mined. There shouldn’t be...in that area
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since the 3 seamis gone and the roofs already broken to
the 4 seam. So, there shouldn’t be, vyou know, an
overlap of reserves there.

DAVI D ASBURY: The reason | ask the question, |

was...this is a provisional unit and we get down the
road and we class...the Board decides to classify all
units as 320 acres, there’s going to be some left out
that’s not taken care of for this particular unit.

MARK SWARTZ: But these people are in another

unit?

DAVI D ASBURY: | understand. | under st and.

Just 1f there’s an issue best fixed today then a year
from now.

BRUCE PRATHER: Well, contrary to that, if they

didn’t have correlative rights problemns, then it
woul d. ..l nean, it’s an issue with them. They can|
either drill a new well or whatever. But as long as
they don’t have any neighbors adjacent to them that
they’re affecting, couldn’t...they could do anything
they want to really is what it anounts to.

DAVID ASBURY: M point is we’ve overlapped

units before.

BUTCH LAMBERT: Yeah. That’s the point. We’re

j ust trying to keep---.
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BRUCE PRATHER: Yeabh.

BUTCH LAMBERT: ---o0ur units uniforned.

DAVI D ASBURY: Correct.

BUTCH LAMBERT: Okay. Do | have a notion?

MARY QUI LLEN: Mbdtion to approve.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Ratliff and Katie Dye.)

BUTCH LAMBERT:. Opposed, no.

DONNI E RATLI FF: 1’11 abstain, Mr. Chairman.

KATI E DYE: Abst ain.
BUTCH LAMBERT: Two abstentions, Ms. Dye and

Mr. Ratliff. Ladies and gentlemen, we’re going to take
about a five minute break. we’ll be back in five
m nut es.

(Break.)

BUTCH LAMBERT: Okay, ladies and gentlemen, it’s

time to get started back. Calling docket item twenty-

ei ght, a petition from CNX Gas Conpany, LLC for creation
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of provisional drilling unit and |ocation exception and
pool i ng, docket nunber VGOB-10-0921-2813. Al parties
W shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz, Anita Duty and Les

Ar ri ngt on.
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK  SWARTZ: Thank  you. I'd 1like to

incorporate Anita’s testinony fromthe prior hearing, if
| could, with regard to the applicant and operator, her
enpl oynent and standard | ease terns.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane for
us, again.

A Anita Duty.

Q Ckay. Wth regard to this application,

we'’ re seeking to create a drilling unit, right?

A Yes.
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Q Pool the wunit and get a location

exception, is that correct?

A. That’s correct.
Q What did you do to tell people that
there would be...involved in this unit that there woul d

be a hearing today?

A Mailed by certified nmail return receipt
requested on August the 20th, 2010 and published the
notice and location exhibit in the Bluefield Daily
Tel egraph on August the 31st, 2010.

Q And are you going to provide the proof
of publication that you got from the newspaper and your

certificates with regard to mailing to M. Asbury?

A Yes.

Q Ckay. And you have those wth you
t oday?

A Yes.

Q Ckay. Could you tell the Board what

interests you’ve able to acquire 1n this proposed
drilling unit and what you’re seeking to pool?

A We’ve acquired 95.3644% of the coal
claim and 95.3644% of the o0il and gas claim. We'’re
seeking to pool 4.6356% of the coal claimand 4.6356% of

the oil and gas claim

260




Q And this is a...we’re talking about a
coal bed net hane unit here, correct?

A Yes.

Q And it...but this is also a horizontal
wel | proposal sort of |ike what we just saw in the prior
unit, correct?

A Yes.

Q And the plat here shows that this is a
portion of four Cakwood units?

A Yes.

Q That contains two proposed vertical
hol es and three |legs, correct?

A Yes.

Q Wiy does the southern boundary of this

unit stop short of getting to an 807

A There’s also a (inaudible) there as
wel | .

Q That butts up against the sealed gob
ar ea?

A Yes.

Q And that sealed gob area is also in the

3 seam | think?
A Yes.
Q Ckay. This...this well...this proposed
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hori zontal drilling unit U-6 though is to be the target
seam or formation as the 4 seam correct?

A It is.

Q kay. Have you provi ded t he
Board...strike that. The acreage with the proposed unit
I s how nmany acres?

A 252. 61 acres.

Q kay. Have you provided a well cost

estimate with regard to the two holes and the three

| egs?

A | have.

Q And what’s that number?

A $1, 528, 445. 14.

Q Have vyou...is escrow required in this
uni t?

A Yes.

Q And have vyou provided an Exhibit E
escr ow?

A | have.

Q And what tracts would require escrow?

A 1A, 1B, 1D, 1E, 1F, 1G 1H, 11, 1J and
1K.

Q Are there any split agreenents that

pertain to this unit?
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Yes.

And those woul d effect what tracts?

> O >

Tracts 1C, 4 and 6.
Q And have you provided the Board an
Exhi bit EE pertaining the split agreenents?

A Yes.

Q And if this unit is created and pool ed,
are you requesting that you be allowed...that the
operator be allowed to pay the folks who have split
agreenents directly consistent with their agreenents?

A Yes.

Q Do you want to add any respondents today

to the |ist?

A No.

Q Do you want to dism ss anybody?

A No.

Q Ckay. Is it your opinion that if you

conbine a pooling order with the leasing efforts that
you’ve been successful in that the correlative rights of
al | owners and claimnts will be protected?

A Yes.

MARK SWARTZ: That’s all I have at this time for

Ani t a.
BUTCH LAMBERT: Questions fromthe Board?
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MARY QUILLEN. M. Chairman, | have just one

questi on.

BUTCH LAMBERT: ©Ms. Quill en.

MARY QU LLEN: On the two units that are not a
full 80 you said these back up to a sealed gob. 1Is this

one of those sealed gobs that we’re already dealing with
t hose---7?

ANI TA DUTY: Yes.

MARY QUI LLEN: Okay. Ckay. | gotcha. Thanks.

BUTCH LAMBERT: Anything further fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Swartz.

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Les, would you state your nane for us
agai n, please?
A Leslie Arrington.

MARK SWARTZ: 1I’'d 1like to incorporate the

testi nony that he gave with regard to his enploynent, if

| coul d.
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BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

Q Have vyou prepared vyour packet wth

regard to this U-6 unit as well?

A Yes, | have.

Q And have we passed it out?

A Yes.

Q Ckay. This...this unit is in the 4 sean
as wel | ?

A It is.

Q Okay. And we’ve got, again, a colored

map of the plat is the first page, correct?

A Yes. Basically a schemati c.
Q And then we’ve got essentially the same
wel | forecast again showing or incorporating the

enhanced production associated with nmultiple wells in
a...sort of an infill drilling context?

A Yes. Wth our reserves again being
sonewhere in the neighborhood of 690, 000,000 to
000, 000, 000 cubic feet.

Q Okay. And that’s what you’re projecting
for this unit?

A Yes, it is.

Q And you’ve given a gas 1n place estimate
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as well so that vyou can have a sense of what’s
recoverabl e as a percentage?
A Yes.
Q Is it your opinion that drilling these
two holes and ultimately converting one of theminto a
production hole with three proposed |egs is a reasonable
way to produce coal bed nmethane fromthis proposed unit?
A Yes, it is.
Q Ckay. And, again, will the U 6A hole be
t he access hol e?

A Yes.

Q And then ultimately the 1legs would
produce fromthe U 6E hol e?

A Yes.
Q And are you requesting a |ocation
exception to allow you to drill these two wells in the

| ocati ons shown?
A Yes, we are.
Q Ckay. And does the plat map, Exhibit A

show the bearing or direction of each of the |egs and

the distance that you would like to obtain when you
drill thenf
A Yes. That is approxinmate.

MARK SWARTZ: Okay. That’s all I have of Mr.
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Ar ri ngt on.

BUTCH LAMBERT:. Questions fromthe Board?
DONNI E RATLI FF: M. Chai r man.

BUTCH LAMBERT: M. Ratliff.

DONNI E RATLIFF: On the plat, 6B and 6G are

unknowns but it |ooks |like they have houses on them or
there are hones on them Are those occupied?

MARK SWARTZ: Anita, would it be your practice

to not identify surface owners if you’re not going to be
di sturbing the surface?

ANI TA DUTY: That’s right. Yes.

MARK SWARTZ: So, if you look alnost at any

appl i cation that we give vyou, 1it’s wusually unknown
unless we’re going to disturb the surface? We don’t run
t he surface title, correct?

ANl TA DUTY: Yes, that’s correct.

DONNI E RATLI FF: Ckay.

MARK SWARTZ: So, we...you know, we could

probably find them but we don’t try if we’re not going
to bot her them

BRUCE PRATHER: I think you’ve got to stay 200

feet from any house anyway don’t you or something like
t hat ?
MARK SWARTZ: Yeah. But, | nean, if the tract

267




t hat the house...if the people who own the house own the
surface and it extended to a point where we were
expecting to disturb it we would definitely identify
t hem because we have to notify themof the permt and so
forth.

BRUCE PRATHER: Yeah. R ght.

BUTCH LAMBERT: On Exhibit 2 of your handout,

can you just describe to us, it’s shown on the plat map
as well, what is going on to the far east of that unit
where those lines are drawn? It 1looks 1like vyou’re
excl udi ng sone portions out of that proposed unit.

LESLI E K. ARRI NGTON: Yes. That’s an additional

sealed gob unit, mining unit, that we’ve had before the
Boar d.

SHARON PI GEON: I n that shape?

LESLI E K. ARRI NGTON: We di d.

BUTCH LAMBERT: About what tine...when would

t hat have happened?

MARK SWARTZ: | think sonething that you need to

t hi nk about and just renenber when you do a seal ed gob
you follow the seals that are in place underground and
they’re often in entries that might give you a really
bizarre dimension. I mean, 1t’s not...you’re following

the installation of seals. So, that would...you know,
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to nme it would not be surprising, but obviously we
haven’t been here for a while on those. But 1if you’ve
got a map, Les, and you can show them that would be
awesome. It’s VGOB-07-1119-2889 was the order that or
t he docket nunber that created---.

(Anita Duty, Mark Swartz and Leslie K
Arrington confer.)

ANI TA DUTY: It’s VP8SGUS5.

BUTCH LAMBERT: Ckay.

ANI TA DUTY: And VPUSGU- - -.

MARK SWARTZ: It’s stuff right here, isn’t it?

ANI TA DUTY: Yeabh.

LESLIE K. ARR NGION: 1It’s that one. Then

that’ s---.

MARK SWARTZ: Ri ght.

ANl TA DUTY: And then...there’s two of themn.

One of themto the south and one to the east. So,
it---.

MARK SWARTZ: I don’t have copes of this, but I

can show you.
(Mark Swartz confers with the Board and shows
t hem t he map and expl ains.)

LESLIE K. ARRINGTON: Tt’s 1113.

MARK SWARTZ: Is it 13?
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LESLI E K. ARRI NGTON: It’s 1113-2083.

MARK SWARTZ: 2083. 1It’s a little hard to read.
SHARON PIGEON: Be sure you bring that back

every tinme you conme back with this.

MARK SWARTZ: Well, only if they |look |ike that.

Yeah, 1f we come back with something like that, we’ll
get sonething that we can actually read so you can see
it. But he’s trying to trace that---.

SHARON PI GEON: Wl |, at |east you had sonet hing

t hat was i npressive.

BUTCH LAMBERT: One nore question. In the

northeast of the proposed unit, there’s a dot and I
can’t read what’s under that dot. Is that another well?
LESLI E K. ARRI NGTON: Ckay.
BUTCH LAMBERT: On this map, M. Swartz.
MARK SWARTZ: Ch, that. Ckay.
BUTCH LAMBERT: Unh- huh.

SHARON Pl GEON: You won’t be able to read it.

Sonmeone will need to know.

BUTCH LAMBERT: Can anybody read that?

SHARON PIGEON: I don’t think anyone can read

BUTCH LAMBERT: David m ght can |ook it up.

DAVI D ASBURY: T’'m trying.
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DONNI E RATLI FF: TIt’s in T-77

Bl LL HARRI S: Yes.
BUTCH LAMBERT: Yes.
BILL HARRI'S: It | ooks |ike AA-300 or AA-380.

LESLIE K. ARRI NGTON: I don’t know what that is.
MARY QUI LLEN: Yeah, it |ooks |ike AA-300.
DAVI D ASBURY: The systemis a little slow, M.

Chai r man.

BILL HARRI' S: Unf?

DAVI D ASBURY: The systemis a little slow.

BUTCH LAMBERT: Oh.

DONNIE RATLIFF: Did you not pay Northrop
G unman?

BUTCH LAMBERT: No. Every tine they flash up a
nessage bill due or past due.

DAVI D ASBURY: You’re asking to the northeast?

BUTCH LAMBERT: It’s in unit T-7. It’s 1in the

nort h al nost east.

LESLIE K. ARRI NGION: We’ve got several maps

here and it doesn’t show up on our other maps.

BUTCH LAMBERT: Because if it’s a well, it could

be an issue.

ANI TA DUTY: wWell, it’s not on the plat either.
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LESLI E K. ARRI NGTON: Yeabh.

BUTCH LAMBERT: So, you blane it on
(i naudi bl e)---.

SHARON PI GEON: Or Mar k.

BUTCH LAMBERT: Or MarKk.

DIANE DAVIS. There was a T-7 that expired a

| ong time ago.

BUTCH LAMBERT: I'm sorry, D ane.

DI ANE DAVIS: There was T-7 well that expired.

It was an old Oxy well that was permtted.

BUTCH LAMBERT: Ckay.

DI ANE DAVI S: That’s the only one that I’'m---.
BUTCH LAMBERT: Ckay.

DI ANE DAVIS: ---finding.
SHARON PI GEON: Is it plugged?
BUTCH LAMBERT: So- - -.

DI ANE DAVIS: The permt expired.

BUTCH LAMBERT: So, it was never drill ed?

DI ANE DAVIS: No, sir.
SHARON PI GEON: Onh, okay.

DAVI D ASBURY: There’s an S-7 further north of

T-7 into the---.

BUTCH LAMBERT: That certainly don’t look like 4

T- 7. There’s a lot more numbers than that.
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DAVI D  ASBURY: CB...could it be CBM T-7

t oget her ?

MARK SWARTZ: No.

LESLI E K. ARRI NGTON: No.
BUTCH LAMBERT: No.

DAVI D ASBURY: There’s a CBM S-7---.

BUTCH LAMBERT: Do you have this handout?

DAVI D ASBURY: Uh- huh.

DI ANE DAVI S: That | ooks |ike---.
MARY QUI LLEN: It | ooks Iike AA-300 or AA-380.

DI ANE DAVI S: That’s what it looks like to me 1is
AA or AW 300.

LESLI E K. ARRI NGTON: Yeah. It does doesn’t it.

I can’t answer. I don’t know. A typo.

BUTCH LAMBERT: Well, if you look further to the

north up in the corner, there’s another one.

LESLIE K. ARRI NGTON: It is.

(Leslie K Arrington and Mark Swartz confer.)

MARK SWARTZ: The maps we have, we don’t have

anything in that |location to help us---.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: ---answer your questi on.

BUTCH LAMBERT: Ckay.

DAVID ASBURY: There’s a compressor to the
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north. 1It’s compressor 2003-302. It could be 4
conpressor station nmaybe rather than just a well.

MARK SWARTZ: Maybe, yeah. | nean, yeah, we’re

not...we’re not showing a well.

DAVI D ASBURY: Conpression station 302.

BUTCH LAMBERT: But we’re pretty sure there’s

not...it’s not a well?
(No audi bl e response.)

BUTCH LAMBERT: Okay. That’s all. That was my

question. Any further questions fromthe Board?
(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al menbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT: QOpposed, no.
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KATI E DYE: Abst ain.

BUTCH LAMBERT: One abstention, Ms. Dye.
BUTCH LAMBERT: And the handout will be | abeled
as Exhibit AA

MARK SWARTZ: I’'m glad Sharon is finally getting

sonmet hing to do.

SHARON Pl GEON: Don’t make me come over there.

It would be ugly.
(Laughs.)
MARK SWARTZ: You’ve just been on your best

behavior. I’m trying to provoke you a little bit.

SHARON PI GEON: You’re failing miserably.

MARK SWARTZ: I think it’s working.

(Laughs.)
BUTCH LAMBERT: Calling item twenty-nine, a

petition from CNX Gas Conpany, LLC for creation of a
drilling wunit and |ocation exception and pooling of
hori zontal coal bed nethane wunit N-77, docket nunber
\VGOB- 10- 0921- 2814. All parties wishing to testify,
pl ease cone forward.

MARK SWARTZ: Mark Swartz, Anita Duty and Les

Ar ri ngton.
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK  SWARTZ: Thank  you. I'd 1like to
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incorporate Anita’s testimony with regard to the
appl i cant and operat or and her enpl oynent.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, would you state your nanme for us,
pl ease?

A Anita Duty.

Q Ckay. This is for a...to create a
drilling unit and to obtain a |location exception,
correct?

A Yes.

Q And we don’t have the title done, so we

can’t be pooling it at the moment, but we’ll be back for
t hat ?

A That’s correct.

Q kay. What did you do to tell people
that there was going to be a hearing to create a unit

and obtain | ocation exceptions today?
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A Mailed by certified nmail return receipt
requested on August the 20th, 2010. | published the
notice and location exhibit in the Bluefield Daily
Tel egraph on August the 31st, 2010.

Q And do you have your certificate of
publication with you today and your certificates with
regard to mailing to give to M. Asbury?

A Yes.

Q kay. How nany acres are in this

proposed unit?

A 175. 96.

Q Okay. And then you’ve provided a map of]
I t?

A Yes.

Q And Dbasically it looks 1like you’ve

conbi ned three Nora Field units in their entirety?

A Yes.

Q And each of the Nora unit is identified
on the plat?

A It is.

Q Ckay. And the plat, Exhibit A also
shows the | ocation of the two proposed wells, correct?
A Yes.

Q And the legs off of N-77B, correct?
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A Yes.

Q kay. Do you want to add or dism ss any
respondents today?

A No.

MARK SWARTZ: Okay. What interests...we’re not

here on pooling, so we don’t need that. Okay. That’s
all | have of Anita at this tine.

BUTCH LAMBERT: Questions fromthe Board?

BRUCE PRATHER: | have a questi on.

BUTCH LAMBERT: M. Prather. | notice on the

petition that we have in front of us here, it says the
well is going to be in the Pocahontas nunber 3 coal sean
and the rock strata associated therewth. Does t hat
nmean that vyou’re going to go outside the number 3
Pocahontas coal seam with your lateral |eg? Wat does
t hat rock strata therewi th nean?

MARK SWARTZ: The definition in the Virginia

Code defines a coal seam as the seam and the strata
associ ated therew th. Real |y what we’re saying in 8 1is
the formation to be produced an estimate. So, we're

saying we’re going to...we intend to produce from that

coal seam and associate rock strata. It’s not a
prediction as to where the well is going to be. It’s
just we that lifted that from the statute in the
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appl i cation.

BRUCE PRATHER: Okay. Okay. Yeah, it’s

ki nd- - -.
MARK SWARTZ: | nean, all of our application---.

BRUCE PRATHER: It’s kind of confusing because

it’s coming out of the coal seam. That really---.

MARK SWARTZ: Well, we persuaded the |egqgislature

to make the definition nore expansive than that and the
definition of a coal seam actually in the Code includes
t he associ ated strata.

BRUCE PRATHER: Yeah. Well, you’ve got

your...what do you call that shale down there that’s
bel ow everyone of these coal seans?
MARK SWARTZ: Les, the shale that’s below---7?
LESLI E K. ARRI NGTON: The shal e---.

BRUCE PRATHER: That’s right below everyone of]

these coal seams. It’s a real hard shale. It’s high
aluminum. What’s the name of that?

LESLI E K. ARRI NGTON: The red and green.

BRUCE PRATHER: No, no, no. I mean, 1it’s
associated with your coalbed. It’s right 1immediately
below just about all of these coal seams. Oh, I’11
think of it in a minute. It don’t mean anything.

LESLI E K. ARRI NGTON: Ckay.
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MARK SWARTZ: But that | anguage cones out of the

St at ut e.

BRUCE PRATHER Ckay.

MARK SWARTZ: And that’s why we use it. We're

trying to just...it’s not something that we did. It’'s
j ust out of the Code.

BRUCE PRATHER: Ckay.

SHARON PI GEON: Sonmething you did before way

back with the General Assenbly.
MARK SWARTZ: Like in 1990 or sonething, right?

Yeah.
BRUCE PRATHER Fire C ay.
MARK SWARTZ: Fire Clay. You’re right.
BRUCE PRATHER: That’s what I’'m thinking of.
BUTCH LAMBERT: You may proceed, M. Swartz, or
conti nue.

MARK SWARTZ: Any nore questions for Anita?

BUTCH LAMBERT: The Board didn’t have any.
MARK SWARTZ: Ckay.

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON
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QUESTI ONS BY MR SWARTZ:

Q Les, wth regard to the two holes that

are proposed here, we need two because of the technol ogy

to drill these |legs, correct?
A Yes.
Q Wiich of the two holes would be...would

ultimately be the production hol e?

A The B wel | .

Q Okay. And the C well it’s Jjust the
access hole to nmake the turn?

A Yes, it is.

Q Ckay. And the...have you shown on the
plat here the bearings of the proposed |legs and
hopeful |y the approxi mte | engths of the |egs?

A W have.

Q kay. And have you provided once again
j ust sonme general information with regard to Pocahontas
3 and 4 hori zontal s?

A | did. And this is actually for the
Pocahont as 3 seam

Q For the Poca 3 seam okay. And, again,
yvou’ re expecting, you know, pretty good production fron
these three holes i1if you’re successful in drilling it?

A Yes, we are. 690, 000,000 to 900, 000, 000
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cubi c feet.
Q kay. Is it your opinion, based on your
experiences in Virginia, West Virginia and Pennsyl vani a
wth regard to horizontal wells that this is a
reasonable way to produce the nethane wthin this
proposed unit?

A Yes, it is.

MARK SWARTZ: That’s all I have, Mr. Chairman.
BUTCH LAMBERT: Questions fromthe Board?

BILL HARRI' S: Yes, M. Chairman.

BUTCH LAMBERT: M. Harris.

BILL HARRI'S: Let nme ask about the shape of this

particular unit. | notice that the southwest, the old
77 | believe it is was excluded---7?

LESLI E K. ARRI NGTON: Yes.

BILL HARRIS: ---from..is there any particul ar

reason why that was not included?

LESLIE K. ARRINGION: Well, there is. There was

j ust sinply no way that we were going to be draining
fromit. As you can see, the southern nost |eg---.

BILL HARRI S: Yes.

LESLIE K. ARRINGITON: ---is still approximately

700 to 800 feet away fromthat unit.

BILL HARRIS: Wuld that get...you know, | keep
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t hi nki ng about these 320s that we see surfacing all of
the time. O course, these are different than the 320s.

I'm not saying you have to adhere to that. I think that
we were just...l guess it nmakes it sinpler when we have
four of those grids there or four of the wunits.
Well...but I guess it won’t drain that. But, I mean, if
t hat | at er al wer e actual ly nor e verti cal as
opposed. .. were nore south, would that not include that?
| nmean, | just---.

LESLIE K. ARRI NGTON: Well, it could have. But

we...when we drilled these wells, we’re trying to drill
them structurally and we’re trying to drill them so it’s
drilling up hill so the water flows---.

BILL HARRI' S: Yes.

LESLIE K. ARRI NGTON: ---back and, you know,

W th the structure of the 3 seam in that area we can’t
go any further.

BILL HARRI S: Ckay.

MARK SWARTZ: Well, | wll...you know, | wll

tell the Board, we have no...we are not tied to these
three units as opposed to four. | nean, if you...but I
wi | | say, you know, from a geol ogy and engi neering stand
point we’re not going to come in and represent to you

that this is going to produce significant gas, if any,
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from the omtted unit and, you know, the correlative

rights of the people in the three units that we’ve

| ncl uded, | mean, if they’re paying attention one would

t hi nk they m ght be on the other side of that issue.
BILL HARRI S: Yes.

MARK SWARTZ: So, vyou know, we’re proposing

this, but, you know, we’re good to go with four. I
mean, I think, you know, the fact that we’ve created the
unit in this shape on balance sends nessage that we
think this is the nore appropriate choice, but, vyou
know, we’re not going to push back very hard against
| ncl udi ng anot her...another wunit. But | think this is
one of those cases where it’s...that leg is quite a ways
away and maybe 1it’s...you know, the better call 1is not
to include it.

BRUCE PRATHER: You don’t have correlative

rights problems by leaving this out, do you? You don’t
have any correlative rights by | eavi ng this
particular...this O 77 out?

MARK SWARTZ: Well, vyou actually mght have

correlative rights issues by including. I mean, you’ve
ki nd of got a bal ance here.

BRUCE PRATHER: Yeabh.

MARK SWARTZ: You know, you’ve got...I can’t
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predict that this is going to be strained acreage. I
mean, 1t’s not 1like 1if we had...you know, I’m Jjust
gi ving you circles for the heck of it just to show you.
But, I mean, 1if you drill some circles, you know you’re
going to start strandi ng sone acreage.

BRUCE PRATHER: Oh, sure.

MARK SWARTZ: You know, we’re leaving an entire

Nora unit---.

LESLI E K. ARRI NGTON: That’s right.

MARK SWARTZ: ---that could be, you know,
pul | ed straight up. So, you know, the correlative
rights issues here really are in balance, | think. You

know, there’s an argument to be made by the people in 3
units that are included that if...that we’re going to
dilute their interest if we include, you know, another
50 or 60 acres, you know. If the people in that unit
can’t realistically make the pitch that they’re going to
stranded partial acreage, you know, |...l1 think on
bal ance the scale is probably tipped in that direction.
But, you know, if you were going to say we’re not going
t0 approve this unless it’s four, we’ll say we’re good
to go with four, you know.

BRUCE PRATHER: And it’s not your intention to

strand 1it? It’s not your intention to leave themn
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st randed out there?
MARK SWARTZ: Correct.
BRUCE PRATHER: | nean, if you could drill it,

you probably woul d.

MARK SWARTZ: Right. And what we’ve done in the

units, I mean, we’ve tried to butt them up against

existing production units so that we’re not stranding

acr eage.

BILL HARRIS: Let ne ask another question about
t hat . That lower nost lateral, | noticed that it goes
at the northern part of O77 or 78 | guess it is. l's

there some limit on how far you can drill that? I'm
sure there is.

LESLIE K ARRI NGTON: There is. There 1 s. And

we try to get 24...approximately 2400 feet on a lateral
and that’s the reason you’ll see...all of those are real

close to 2400 feet and that’s the limiting point.
BILL HARRI' S: Ckay. Because | thought if that

could 2600 or so you would extend nore into...yeah,
okay.
MARK SWARTZ: Well, have you had...have you

tried to drill |onger and have problen? | nean, why are
you cutting off at that---?

LESLI E K. ARRI NGTON: That’s where we feel like
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Boar d?

is our distance. We’ve had experience at drilling more

and not done real well at it.

MARK SWARTZ: Did you hear that answer?

BILL HARRI S: Yes.

MARK SWARTZ: Okay.

BILL HARRI'S: Yes. Thank you.

BUTCH LAMBERT: Any further questions from the

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Exhibit AA

MARK SWARTZ: Yes. G eat .

BUTCH LAMBERT: Sharon keeps rem ndi ng us.

SHARON PI GEON: I'm here for some purpose.

BILL HARRIS: Do we have a notion?

BUTCH LAMBERT: Do | have a notion?

DONNI E RATLI FF: So moved, M. Chair nman.

MARY QUI LLEN: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
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Dye. )

you, Mr.

repool i ng

testify,

Jewel | .

t o speak

that’s...

I t?

| ssue of

(Al'l menbers signify by saying yes, but Katie

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.
BUTCH LAMBERT: One abstention, Ms. Dye. Thank

Swartz. It’s approved. Calling item thirty on

t he docket, a petition from CNX Gas Conpany, LLC for

of coalbed nethane gas unit J-45, docket

nunmber VGOB- 02-0716-1043-01. All parties wishing to

pl ease cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

CATHERI NE JEVELL: Catherine Jewell...Catherine

BUTCH LAMBERT: That doesn’t work. You’1ll have

up because---.

CATHERINE JEWELL: I know. I'm trying...

that’s...you all...Catherine Jewell, okay. Got

BUTCH LAMBERT: Ckay.

CATHERI NE JEWELL: Okay. | thought that was the

it not going in the m crophone. Thank you.
(Exhi bits are passed out.)
(Catherine Jewell is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Swartz.
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MARK SWARTZ: Thank you. If | could, | would

like to incorporate Anita’s testimony with regard to the
applicant and operator, her enploynent and standard

| ease terns.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as

fol | ows:
DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, state your nanme for us again.

A Anita Duty.

Q This is an application to repool,
correct?

A Yes.

Q And it was caused at least in part by

the fact that you all had received a certified survey

plat for sonme Jewel|l acreage, correct?
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A Yes.

Q Wio did you get that fronf

A Actually, M. Ronnie Jewell sent a copy
to us.

Q kay. And did you then |ook at your
pl at maps and incorporate the certified survey into your
mappi ng?

A Yes.

Q And di d---?

A The mappi ng departnent did.

Q Right. But | neant your conpany?

A Yes.

Q Yes, okay. And did that nmake...require
some m nor changes in percentages?

A It did.

Q For exanple, if we look at the inpact on

Tract 3, which is an A. B. Jewell tract, you’ve now got
that in the tract identifications at 15.87 acres, right?
A Ri ght .

Q And originally when the unit was pool ed,
what was it?

A 15. 74.

Q Ckay. So, there was mnor change, but

nevert hel ess a change there?
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A Yes.

Q And in addition, did we wind up wth an
addi tional tract?

A Ve did.

Q Conparing the first had six tracts and
now we have seven?

A Yes.

Q Ckay. And that tract was added

because---7?

A O the partition deed.
Q Ckay. And essentially, the partition
deed apparently sonme Jewell Heirs or Jewell owners

wanted to divide their property, so they had a partition
map?

A Yes.

Q And that partition map affects this unit
as well as the next one on the docket?
A It does.
Q Okay. The...so, vyou’re repooling to
change the acreages and percentages and add the tract?
A Yes.
Q Ckay. Have you provided the Board with
a plat, again?

A Yes.
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Q And this is an updated plat? | nean,
updated fromthe first pooling.

A Revi sed tract 1D

Q Okay. But I’'m saying the plat that came
with this application is a new plat as conpared to the
ori gi nal pooling?

A Oh, yes. Yes. I’'m sorry.
Q And then you’ve...today vyou’ve given
them a revised tract | D page?
A Yes.

Q And you’ve also revised Exhibit B-3 and
a revised Exhibit E, correct?
A Yes.

Q And what’s...what are the revisions to
t hose as conpared to what you fil ed?

A On the tract ID, we revised Tract 1 just
to include revelation Energy as a Red Ash seam | essee.

| guess we were contacted by them--.

Q Ckay. And---7?

A ---to do that.

Q ---with regard to Exhibit B-3?

A W found the address for WIIliam Mesick
Jr.

Q kay. So, that...like in Tract 7, for
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exanpl e?

A Yes.

Q So, now, you’ve got an address for him
and you’ve---7?

A Right. And we actually renmoved him from

t he Exhibit E as having been escrowed for unknowns.

Q Ckay. And that was the change in
Exhi bit E?

A Yes.

Q kay. What did you do to notify the

respondents |listed on the notice of hearing that there
was going to be a hearing today?

A Mailed by certified nmail return receipt
requested on August the 20th, 2010. Publ i shed the
notice and location map in the Bluefield Daily Tel egraph
on August the 28th, 2010.

Q And have vyou...do you have wth to
provide to M. Asbury your proof of publication fromthe
newspaper and your certificates with regard to nmailing?

A Yes.

Q And what interests have you acquired in
this unit and what are you seeking to repool?

A We’ve acquired 99.175% of the coal, oil

and gas claim Seeking to pool 0.825% of the coal, oi
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and gas cl aim

Q kay. And there are how many wells

proposed for this unit?

A Two.

Q Okay. And they’re both in the drilling
W ndow, | think?

A Yes.

Q Ckay. And this is an 80 acre Gakwood
uni t?

A It is.

Q And there are frac wells?

A Yes.

Q Have you provided the Board wth a cost
esti mate?

A Yes.

Q Coul d you tell us about that?

A For well J-45, the estimated cost is

$211, 925. 25. The estinmated depth 1,853.6 feet. The
permt nunber 4474. For well J-45A, the estinated cost
$306, 580. 70. The estimated depth 1,645 feet. The
permt nunber 6860.

Q Are there any split agreenents?
A No.
Q Okay. And vyou’ve provided 1in your
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notice the total of the two well cost estimates, which
was 518, 505. 95, correct?

A Yes.

Q Do you want to add any respondents or
di sm ss any respondents today?

A No.

Q Is it your opinion that if you conbine a
pooling order wth the acquisition and leasing efforts
that the applicant has been successful I n, t he
correlative rights of all owners and claimants wll be
protected in this unit?

A Yes.

Q Is it your further opinion that drilling
two frac wells in this unit is a reasonable way to
produce the coal bed net hane?

A Yes.

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

BUTCH LAMBERT: Questions fromthe Board?

KATI E DYE: | have a questi on.
BUTCH LAMBERT: Ms. Dye.

KATI E DYE: Does the other applications contain
a copy of the certified survey plat?

BUTCH LAMBERT: Did the rest of the Board hear

t he question?
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DONNI E RATLI FF: I didn’t hear the question.

KATI E DYE: Do you want ne to ask it again?
BUTCH LAMBERT: Yeah, they didn’t hear you.
SHARON PI GEON: Thi s?

KATI E DYE: No, I’'m talking about the one that

was submtted. The certified survey by Ronnie Jewell
Is it part of the application or did | just mss it?

MARK SWARTZ: It’s not in the application.

BUTCH LAMBERT: Any other questions from the

Boar d?
KATIE DYE: WII the plat be made |ike part of
the final order?

MARK SWARTZ: No.

KATI E DYE: No?
MARK SWARTZ: | nean, the testinony is that they

used that map to prepare Exhibit A So, the...you know,
the information in that plat is in Exhibit A that was
submtted to you. But we never submt, you know,
surveys or plats. So, no, it would not be part of the
record.

KATI E DYE: Thank you.

BUTCH LAMBERT: So, the response...the response

woul d be that the information from that survey was used

to create Exhibit A?
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MARK SWARTZ: Right. And that’s what I think

I ndi cat ed.
ANI TA DUTY: Exactly.
MARK SWARTZ: Yes.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: And because the survey was

slightly different than what we had, it changed, you
know, sonme of the neighboring tracts, which we did not
have a survey for. So, we went with that and that’s
what caused the slight change in the acreages.

BUTCH LAMBERT: Thank you. Any ot her questions

fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Jewel | .

CATHERI NE JEWELL: Yes. Ronnie Dale Jewel

submitted the survey plat. I can’t remember when they
did that partition, but | think...it seens like it has
been a while back. But Ronnie Dale Jewell is the
Trustee of WIIliam Mesick?

ANI TA DUTY: Yes.

CATHERI NE JEWELL: Ckay. So, he submtted the

plat and at the sane tinme you all had him listed as
unknown? So, | nean---.

ANI TA DUTY: We realized that that was error and
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we fixed it.

CATHERINE JEWELL: Ckay. Al right. And a

questi on, when were these wells drilled?

MARK SWARTZ: It’s on the exhibits.

CATHERI NE JEWELL: Is it?

MARK SWARTZ: It’s on it in regards to one of

t hem

CATHERI NE JEWELL: Well, give ne a hint where it

MARK SWARTZ: It says drilled 11/8/ 2000 with

regard to J-45. 1It’s not on the other one.

CATHERI NE JEVELL: Okay. The first well was J-

45A?
MARK SWARTZ: No, J-45 says it was drilled

11/ 8/ 2000.
CATHERI NE JEWELL: kay. 11/8/20007?
MARK SWARTZ: Correct.

CATHERI NE JEWELL: So, we pretty nuch have an

accurate assessnment of what the cost of that well wll
be? In other words, we don’t need the estimates
anynor e.

ANI TA DUTY: W had to use the original cost

t hat was included in the first pooling order to nmake the

el ections fair.
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CATHERI NE JEWELL: Ckay. But---.

ANI TA DUTY: The first...the first pooling order

i ncl uded the costs for J-45 as an estimate.

CATHERI NE JEWELL: Right. The estinmated cost.

ANI TA DUTY: Right.

CATHERI NE JEWELL: But, | nean, the person...it

al ways kicks in for actual.

ANI TA DUTY: Right. But in order to nmake it

fair, when you go to repool the unit we always include
the costs that we originally included.

CATHERI NE JEWELL: Ckay.

ANI TA DUTY: So, the cost doesn’t increase for

sonebody that has already participated. The cost has to
remain the sanme for the first well that was drill ed.

CATHERINE JEWELL: Well, maybe I...I’'ve always

t hought that that cost was just an estimate and that you
were actually...like even if you participate or if
vou’ re carried that that kicks in based on the actual
cost of the well.

ANI TA DUTY: It does. But because we are

repool i ng and reall ocating, we have to give these people
t he sane opportunities we gave the original people with
t he | ower costs.

CATHERI NE JEWELL: Okay. So, for the second
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well...this unit this is second...this is the first tinme
that it has been repooled, right?

ANI TA DUTY: Yes.

CATHERI NE JEWELL: Ckay. So, the second well

was drilled when?

DAVI D ASBURY: April 6, ‘06.

CATHERI NE JEWELL: April 6, ‘06. So, that

one- - -.

DAVI D ASBURY: No.

DIANE DAVIS: No, it was drilled February of

‘06.

DAVI D ASBURY: February the 15th of ‘'06. Sorry.

CATHERI NE JEWELL: Okay. So, that one can be

t he actual cost.

ANI TA DUTY: Well, it says estimted/actual.

So, whatever is actual wll be in bold and whatever is
estimated i s estinated.

CATHERI NE JEWELL: Okay. It seens like alittle

bit of tinme delay. But...all right. 1| did have...could
you expl ai n page---.

MARK SWARTZ: You know, are you in this unit?

CATHERI NE JEWELL: Yes. I'm representing my

father’s interest. But Exhibit E effects---.

MARK SWARTZ: What---7?

300




CATHERI NE JEVWELL: | have his power of attorney.

It’s on file in the Courthouse. I’'m sure you’ve seen
I t.
BUTCH LAMBERT: Yeah, Ms. Jewell, | think you

j ust made a statenment that you are representing your
fat her .

CATHERI NE JEWELL: | have his power of attorney.

SHARON PI GEON: Well, that doesn’t give you the

power to act as an attorney. That’s Jjust simply
somet hi ng- - -.

CATHERI NE JEWELL: Right. He is up in Mine and

| had a question about Exhibit E, which his interest is
| isted in. | have seen that happen before. You all
have had no problem with it where people have cone in
and represented sonebody or their interest. Is this a
special case where we can’t do it?

SHARON PI GEON: No, we’ve had them come in and

make statenments for other people under a power of
attorney. But we haven’t had them come 1in and ask
questi ons and cross exani ne.

MARK SWARTZ: 1It’s an wunauthorized practice

i ssue is what it boils down to.

CATHERI NE JEWELL: Could sonebody ask for an

expl anation of Exhibit E because | do not understand it?
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(1 naudi bl e.)
BUTCH LAMBERT: Could you ask the Board or tel

the Board what exactly you’re wanting and then maybe |
can ask M. Swartz the question?

CATHERI NE JEVWELL: Well, I’'d appreciate it. It

says J-45 escrow 72.5% Well J-45A escrow 85.0924%

BUTCH LAVMBERT: Okay. So, what’s the question

that you’re addressing the Board that I need to ask Mr.
Swart z?
CATHERINE JEWELL: It’s the same unit. Why is

t he escrow di fferent?

ANI TA DUTY: It’s because of the ownership of

t he P3.

BUTCH LAMBERT: I'm sorry?

ANI TA DUTY: The ownership of the P3 seam

SHARON PI GEON: O the coal seamitself.

BUTCH LAMBERT: Ch, of the coal seam

ANI TA DUTY: Of the coal seam. The wells aren’t
drilled exact...I mean, the wells can’t be drilled
exactly the same. So, 1t’s based on the thickness of

the P3 and the percentage when you take the total
t hi ckness divided by what the...the P3 seam and you get
a percent age. The two wells are different. The two

wells do not...they don’t...the P3 seam is not the same
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I n both wells.
MARK SWARTZ: The coal thickness are different.
BUTCH LAMBERT: Because of the coal thickness.
MARK SWARTZ: So, when you go to allocate, you

get a different percentage, right?

ANl TA DUTY: Right. So, we take the conpletion

report for the first well and then the conpletion report

for the second and that’s how we get our calculation.

BUTCH LAMBERT: Does that hel p?

CATHERI NE JEVWELL: I’'ve never seen it before.

Who woul d be the owner of the P3?

BUTCH LAMBERT: |Is the owners of the P3 seam--?

ANI TA DUTY: Well, the coal below 800 feet. I’'m

sorry. 1t says, “Fee except coal below 800 feet belongs
t o Buchanan County and A. B. Jewell, Jr., et al owns the
coal below 800 feet.” So, we do our calculation based
of f the conpletion report and el evati on.

CATHERI NE JEVELL: I’ve never seen it.

ANI TA  DUTY: W could escrow the entire

| nterest, but because they do own a portion of it in fee
we pay that piece and just escrow the part that’s in
conflict.

BUTCH LAMBERT: Uh- huh. Ckay. | under st and

Does that help Ms. Jewel | ?
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CATHERI NE JEWELL: No. But I’ll...you know,

I’11 call them up and ask them what that means.
BUTCH LAMBERT: Okay. Anything further, M.

Swart z?
MARK SWARTZ: No.
BUTCH LAMBERT: Anything further, M. Jewell?
CATHERI NE JEWELL: Yes, but I can’t ask. So, go
ahead.

BUTCH LAMBERT: You can ask the Board and we can

try to relay or ask the questions.

CATHERINE JEWELL: | was just wondering about

the escrow account where...I’ve checked before and it
j ust seens |ike that escrow account for J-45 just was
establ i shed maybe in July. When | checked in July it
wasn’t on the escrow account?

BUTCH LAMBERT: OF this year?

CATHERI NE JEWELL: Yeah. And t hese wells have

been there for a while. So, | just wondering.

BUTCH LAMBERT: I don’t think we can address...

can...Anita, can you address that?

ANI TA DUTY: The original pooling showed that

there was no escrowi ng required. We’ve, since after
we’ve remapped this, realized that that was a mistake.

So, that noney was held internally. So, now...once this
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account is established all that...all the noney the

noney that was attributable to these wll get
deposited...wi |l nove from our suspense account into the
eSCr OW.

BUTCH LAMBERT: Once this gets approved today,

that will be---?

ANI TA DUTY: Yes.

BUTCH LAMBERT: Ckay.

BILL HARRI'S: Let ne ask, is there interest also

that’s taken care of then or how do you deal with that?
| mean, how is that dealt with the interest issue? |
nean, if it was producing since 2000 and noney is
escr owed internally and t hen ret ur ned to t he
bank. ..otherw se the bank would have paid interest on it
during that tine.

MARK SWARTZ: Hi storically, we have tracked the

bank’s performance and add that interest because 1it’s
some nominal. It’s not a big issue. So, normally we
woul d tender it with interest going back and using the
bank’s interest rate. So, the answer to your question
s yes we normal ly do---.

BILL HARRI S: So, that’s normally done---7?

MARK SWARTZ: ---that because otherw se we have

lots of (inaudible), you know. I'm not sure that we

305




needed to do that, but we do.

Bl LL HARRI' S: Thank you.

BUTCH LAMBERT: Does that answer that question,

M. Jewel | ?

CATHERI NE JEVELL: Yes.

BUTCH LAMBERT: Okay. Anything further?
CATHERI NE JEWELL: The next well.

BUTCH LAMBERT: Okay. Any further questions

fromthe Board?

MARK SWARTZ: Just to be...just to nmake sure

there’s no confusion. There is no escrow account for
this unit currently just so you understand. | nean, the
Board order did not create an escrow account. So, there
is no...I don’t know how you would check 1it. There
isn’t one. So, you know, if we don’t get an
order.. .that’s what Anita is telling me.

DI ANE DAVI'S: Which unit?

DAVI D ASBURY: J-457

ANI TA DUTY: O was that K?

D ANE DAVI S: J-45.

DAVI D ASBURY: J---.

ANI TA DUTY: J-45 has escrow?

DAVI D ASBURY: May |, M. Chairman?

BUTCH LAMBERT: Yes, M. Asbury.
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DAVID ASBURY: Qur original order for J-45,

docket 1043 showed an escrow for July the 14th, 2003 for
Tract 6, which was 2.93 acres at that tine. On your
Board summary, it shows that on Novenber the 17th, 2003
t here was 2...supposedly 2.93 acres that was supposed to
have been escrowed. W do have an escrow. The
suppl enental order also shows an escrow for Tract 6.
That was Novenber 2003. We have approxinmate...just a
monent .

ANI TA DUTY: That would be the one that was

al | ocat ed. That would be an allocated nunber. I
misspoke. I’m thinking of K-45.
DAVI D ASBURY: Ckay.

SHARON PI GEON: Ms. Jewell, did you say you had

checked the---7?

CATHERI NE JEVELL: | checked it in July. There

was no...in other words, | |ooked at the docket nunber,
t here was no escrow for that. So, if there’s an escrow
now 1t has been, unless I’'m wrong, created somewhere
after July 2010.
DAVID ASBURY: Okay. What’s your ending

bal ance?
(No audi bl e response.)

DAVI D ASBURY: Endi ng bal ance for Septenber 30
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was $4,231.28 for J-45.
BUTCH LAMBERT: So, when was that established,

t he original order?

DAVI D  ASBURY: Sonetime between July and

Sept enber. It was established in Novenber of 20083.
Ther e has been a paynent between July and Septenber---.

BUTCH LAMBERT: OF this year?

DAVI D ASBURY: This year. Yes, sir.
BUTCH LAMBERT: Ckay.

CATHERI NE JEWELL: It was...he’s correct. It

was established. | think it had a $1.69 or sonething in
there. The next one was not established. But what I'm
saying you had years of production with just a buck
something in there before the $4,000 or whatever was
added to it.

BUTCH LAMBERT: | think we just heard testinony

t hat they have been holding that in abeyance. You wl|l
deposit or are we tal king about a different unit?

ANI TA DUTY: | think when | said that the Board

did not allow for escrowing that K-45. But J-45, it’s
based on the percentage...the only thing that we’re
escrow ng is that piece of the coal.

BUTCH LAMBERT: Ckay.

ANI TA DUTY: So...l nean, to ne that $4, 000...

308




but | can always check with the accounting departnent
and get wwth M. Asbury and show hi m our records.

DAVI D ASBURY: Well...may |?

BUTCH LAMBERT: Yes.

DAVI D ASBURY: According to the repooling, the

2.93 acres for Tract 6 now goes to 2.96 and Tract 7 was
added for 0.19 acres. So, if I'm correct, there should
be sone type of an adjustnent paynent for the unit of
.3...03 acres for Tract 6 and the .19 acres in Tract 7
Wi th interest.

ANI TA DUTY: The .19 acres wll be renoved

because of the new Exhibit E.

DAVI D ASBURY: Okay. Well, is that...is that

noney...was it held in suspense and paid or how--?

ANI TA DUTY: We haven’t done anything until this

get s approved.

DAVI D ASBURY: Ckay.

ANI TA DUTY: Once this gets approved, we can go

back and do a recalculation. So, the only thing that we
woul d owe woul d be the additional acreage for Tract 6.

DAVI D ASBURY: Into escrow?

ANI TA DUTY: Into escrow, Yyes.

DAVI D ASBURY: Correct. Ckay. But . .. okay.

Just a m nut e.
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ANI TA DUTY: And 1like I said, 1t’s Just that

percentage. It’s not the entire production for that

tract.

DAVI D ASBURY: Ckay. The .19 acres for Tract 7

the WIlliam Mesick then will be paid directly to hinf
ANI TA DUTY: Yes.

DAVI D ASBURY: Okay. I'm with you.

BUTCH LAMBERT: Did that help, M. Jewell?

CATHERI NE JEWELL: Yeah. Thank you.

BUTCH LAMBERT: Okay. Any further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: I think I’ve done asked you that

once. I'm sorry.

MARK SWARTZ: That’s all right. No problem.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al menbers signify by saying yes, but Katie
Dye.)
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BUTCH LAMBERT:. Opposed, no.

KATI E DYE: Abst ain.
BUTCH LAMBERT: One abstention, Ms. Dye.

e’ re calling item thirty-one on the docket. A petition
from CNX Gas Conpany, LLC for repooling of coal bed
net hane gas unit K-45, docket nunmber VGEOB-04-0316-1262-
01. All parties wshing to testify, please cone
f or war d.

(Exhibits are passed out.)

MARK SWARTZ: Mark Swartz and Anita Duty.

CATHERI NE JEWELL: Catherine Jewel |l.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you. If I could, I’'d like

to incorporate Anita’s testinobny wth regard to the
appl i cant and operator, her enploynent and | ease terns.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q We’ve got some revised exhibits here,
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correct, Anita?

A Yes.

Q We’ve revised Exhibit B-3 since you
filed?

A Yes.

Q Why?

A To correct the address for Mesick.

Q In Tract 67?

A Yes.

Q kay. The sane situation we had in the
prior---7?

A Ri ght. And also to renmove him from the
Exhibit E

Q kay. Because you essentially have
found hi n®?

A Yes. Well, we knew it before. I don’t

know what happened.

Q Okay. That’s---7

A Yes.

Q You can now pay hi nf?

A Yes.

Q Ckay. What did you do to notify people

t hat there would be a hearing today?

A Mailed by certified mail return receipt
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requested on August the 28th, 2010 or August the 20th,
2010. Published the notice and |ocation exhibit in the
Bl uefield Daily Tel egraph on August the 28th, 2010.

Q Do you want to add any dismss any

respondent s?

A No.

Q Ckay. This is in the OGakwood Fiel d?

A Yes.

Q It’s an 80 acre unit?

A Yes.

Q Two wel | s?

A Yes.

Q Ohe in the wi ndow and one outside the
W ndow, | think, is that right?

A Yes.

Q Ckay. How rmuch or what interests have

you acquired in this unit as an operator and what are
you seeking to pool?

A We’ve acquired 91.4125% of the coal, oil
and gas claim. We’re seeking to pool 8.5875% of the
coal, oil and gas claim

Q Ckay. And have you brought wth you
today to deliver to M. Asbury your proof of publication

from the newspaper and your certificates with regard to
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mai | i ng?

A Yes.

Q kay. Wth regard to the wells in this
unit, have you provided well cost information?

A Yes.

Q And the total that you reported in the
notice is $616,044.42, right?

A Yes.

Q But have you also provided data on an

i ndi vi dual basis?

A. | have.
Q And what is that?
A For well K-45A, the cost is $308,573. 49.

The depth is 1920 feet. The permt is 6080. well K-
A5B, the cost is $307,470.93. The depth is 1,895 feet.
The permt nunber is 6081.

Q Ckay. s escrow required in this
repool i ng application?

A Yes. Tracts 2 and 11

Q And 12 you fixed because we’ve...you’ve
got a revised exhibit because you found M. Mesick,
ri ght?

A Yes.

Q Again, we’ve got an allocation of
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producti on here?

A Yes.

Q Based on coal thicknesses?

A Yes.

Q And that’s reported in the shaded areas

on Exhibit E, correct?

A Yes.

Q Any split agreenents pertaining to this
uni t?

A No.

Q And the repooling  here, was that

occasioned by the receipt of a survey map that we
di scussed in the prior hearing?
A Yes.
Q kay. And essentially would it be true
that you used a certified survey map that you receives
from sone owners in this unit when they partitioned
their acreage and you used that map to remap the unit
and the remapping is reported on your Exhibit A and then
I n your tract identifications as well?

A Yes.

Q And so it resulted in sone acreage and
per cent age changes, is that correct?

A Yes.
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Q Ckay. Is it your opinion that a pooling
order pooling the unleased and unacquired interest of
sonething less than 9% here conbined wth the
applicant’s acquisition efforts will protect the

correlative rights of all owners and conpl ai nants?

A Yes.
Q Is it your further testinony that
drilling two frac wells in this unit is a reasonable way

to produce the coal bed nethane in the unit?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Jewel | .

CATHERI NE JEWELL: Just a note. M. WIIlian
Mesi ck has property or interest in Tract 6 and | think
Tract 12. Again, the question with respect to what we

see on Exhibit

E.

BUTCH LAMBERT:

It

probably would be the sane

expl anation that we had prior

I n the previous one---.

MARK SWARTZ: Correct.

BUTCH LAMBERT: ---as far as the information

obtained in Exhibit E. Your response 1s I don’t

understand it. We’ve never seen this before.
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CATHERI NE JEVELL: Yeah. This is actually, you

know, a conflict between two interests. This is...this
s an em nent domain 1930 reverse condemmation type of
t hi ng, which was | ater acquired by Buchanan County. But

It looks |like there is a paynent out of this. W...you

know, 1it’s the same type of property. So, I’'m not too
sure where this paynent out cones from But | wll
cal |l ---.

BUTCH LAMBERT: Ckay.

CATHERI NE JEWELL: ---the office and if CNX w ||

agree to give ne an explanation for it---.

ANI TA DUTY: We’re paying the coal above 800

feet to Buchanan County because they own the coal above
800 feet and the oil and gas that percentage. But we
Wil l...1 can explain it.

CATHERI NE JEWELL: Okay. Because 1it’s what vyou

stimul ated, you know, that would be ny questi on.

ANI TA DUTY: Yes. Yes.

BUTCH LAMBERT: So, you’ll call CNX and discuss
it wth thenf

CATHERI NE JEWELL: Yes.

BUTCH LAMBERT: Ckay. Al right. Anyt hi ng

further, M. Swartz?
MARK SWARTZ: No.
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BUTCH LAMBERT: Do | have a notion?  Anything

further, Ms. Jewel | ?

CATHERI NE JEWELL: No. Total confusion.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI S: Second.
BUTCH LAMBERT: | have a motion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

KATI E DYE: Abst ain.
BUTCH LANMBERT: One abstention, Ms. Dye.

Calling item thirty-two on the docket, a petition fron
CNX Gas Conpany, LLC for a repooling of coal bed nethane
gas unit Q 41, docket nunber VGEOB-93-0216-0327-03. All
parties wi shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank vyou. | would like to

incorporate Anita’s testimony regarding the applicant

and operator, her enploynent and standard | ease terns if
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| coul d.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, state your nane for us.
A Anita Duty.
Q Wth regard to Q 41, this is a repooling

I s that correct?
A Yes.
Q And it'’s, again, as a result of

remappi ng?

A Yes.

Q So, the percentages and acreages have
changed?

A That’s correct.

Q Okay. The interests that  you’ve

acquired i s what?
A. 100% of the coal claim and 93.425% of

the oil and gas claim
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Q And you’ re seeking to  pool what
| nterest?

A 6.575% of the oil and gas claim

Q And what notice or efforts to notify
people who have claims that you’re seeking to pool did
you make?

A Mailed by certified nmail return receipt
requested on August the 20th, 2010. Publ i shed the
notice and location map in the Bluefield Daily Tel egraph
on August the 30th, 2010.

Q And have you brought vyour proof of
publ i cation and your certificates with regard to mailing
Wi th you to provide to M. Asbury today?

A Yes.
Q Do you want to add any respondents or
di sm ss any respondents?

A No.

Q Do you have any revised exhibits wth
regard to this?

A No.

Q Have you provided the Board with well
cost information on these wells?

A Yes.

Q And this is, again, an 80 acre unit in
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t he Cakwood Field, correct?
A Yes.

Q And we have two wells wthin the
drilling w ndow?

A Yes.

(Mark Swartz and Anita Duty confer.)
Q It looks |like there are actually three

wel | s or maybe four.

A There’s actually panels running through
there. So---.
Q Okay. But, I mean, I’'m right it looks

| i ke there are---?
A Four, yes.
Q Okay. And 1s the reason that you’re

only seeking the «costs for two because that’s our

practice?

A Yes.

Q And I think the Board’s practice as
wel | .

A Yes.

Q Is there a m ne under here?

A Yes.

Q Whi ch one?

A Buchanan.
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Q Ckay. |Is the nunber of wells related to

degassi ng that m ne?

A It is.

Q Okay. Otherwise, you wouldn’t have been
able to get those permts, | assune?

A That’s right.

Q kay. And what well cost information

have you provi ded?

A Vell, 405 estimated...well, the cost
$227, 762. 65. The depth is 1,898.32 feet. The permt
nunber is 2,161. Well Q 41, $264,117.64. The depth is
1,977 feet. The permt nunber is 4562.

Q And these would be the---?
A 4582.
Q Okay. And then you’ve totaled these two

cost estimates in your notice and your application at
491880. 29, correct?
A Yes.
Q And that would be total nunber that

peopl e woul d apply their interest in unit to, correct?

A That’s correct.

Q Ckay. And is there escrow required
her e?

A Yes. For Tracts 3 and 4.
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Q And how about any split agreenents?

A Tract 2.

Q kay. And have you provided the Board
with Exhibit E concerning escrow and Exhibit EE
concerning split agreenents?

A Yes.

Q kay. Is it your opinion these...this
coll ection of wells in this unit not only degas...serves
to degas the mne but also serves the benefit of
providing coalbed nethane gas to the owners and
claimants in this unit?

A Yes.

Q Is it your opinion that if you conbi ne a
pool i ng order pooling roughly 6 and 1/ 2% of the interest
in this unit with your leasing and acquisition efforts
the correlative rights of all owners and claimants wll
be protected?

A Yes.

(Mark Swartz and Anita Duty confer.)

MARK SWARTZ: Anita and | are tal king about the

panel docunent...the panel data. |[|f the Board will turn
to Exhibit B-3, for exanple. M question for Anita was,
are we still in a frac setting because if we are, then

vou know, we’ve given you the cost estinmates for a frac
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and/ or are we in a gob setting now.

Q Anita, wll you tell nme where we are at
t he nonent, if you know?

A 13 right has...they just finished m ning
13 right and they are not at 15 yet. So, 15 is going to
be in a frac status. So, it’s (inaudible).

Q Ri ght. But at l|east they know that.
So, at some point, we’re going to be converting to a gob
production allocation based on the interest in panels,

but right now we’re kind of in the between?

A Yes, we are.
Q kay. | just wanted to indicate why
vou’ re getting both sets of numbers. But if people

wanted to participate they would be participating in the

cost allocation based on the interest in unit at the

nonent ?

A Yes.

(Mark Swartz and Anita Duty confer.)

MARK SWARTZ: We’re done.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: Well, | was debating whether or
not | should share some nore information with you in
terms of the...if people were to participate at this

poi nt, okay, because they would get frac benefit then
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the interest in wunit nunber really is the relevant
number. That’s what I was debating about telling you.
Si nce you picked up on there m ght be sonething you were
I nterested in. | thought | would just share that wth
yvou. So, if that makes sense, if we’re going to back in
ti me and give people an opportunity to participate fromn
day one then the day one nunber is the nunber they
shoul d use to pony up the noney to buy into the unit.
So, 1n sum, that’s where...that was the process that was
occurring over here. | wanted to make sure that | had
t he right nunber on the table.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: Okay.

BUTCH LAMBERT: Any questions fromthe Board?

DAVI D ASBURY: M. Chai r man.
BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: As far as the change, there was

one di sbursenent for Tract 2 prior to this repooling.
It increased Tract 2 by .58 acres. As far as the
paynment, is that going to be direct?

ANI TA DUTY: Yes, the nmakeup paynent wll be

made directly to them

DAVI D ASBURY: Wuld it be---7?

ANI TA DUTY: And then the escrow account...go
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ahead. I'm sorry.

DAVI D ASBURY: Go ahead.

ANl TA DUTY: | think the escrow account was

overpaid, is that right?

DAVI D ASBURY: No.

ANI TA DUTY: Hold on.

DAVI D ASBURY: No, there was a .5 and a .11

acreage increase in Tracts 3 and 4 as well. So, there
wi ||  be an increase. There should be an adjusted
paynent for Tract 3 and 4 into escrow and then there
shoul d be an additional paynent because of the increase
I n acreage of previously disbursed Tract 2. M request
Is that we receive for our files and the Board files
I nformation related to that activity once it occurs.

ANl TA DUTY: Yes, we can do that.

BUTCH LAMBERT: Any further questions from the

Boar d?

(No audi bl e response.)

BUTCH LAMBERT: Do you have anything further,
M. Swartz?

MARY QUI LLEN: M. Chairman, just one question.
BUTCH LAMBERT: Oh, I'm sorry, Ms. Quillen.

MARY QUI LLEN: That additional acreage for 2 and

3 cane from1l, is that correct?
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ANI TA DUTY: It was the mneral |ine between

Coal Muntain and Janes MQiire, which Coal Muntain
only owns an interest in Tract 1.

MARY QUI LLEN: Ckay.

ANl TA DUTY: Wen that line shifted, it

changed...it changed that because it runs diagonally
t hrough the unit.
BUTCH LAMBERT: Any further questions?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
DONNI E RATLI FF: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenmbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT: QOpposed, no.

KATI E DYE: Abst ain.

BUTCH LAMBERT: Thank vyou, Mr. Swartz. It’s
appr oved. One abstention, Ms. Dye. Calling iten

thirty-three is a petition from CNX Gas Conpany, LLC for
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pool i ng of coal bed nethane gas unit Q 40, docket nunber
VGEOB- 93- 0216- 0328- 01. Al parties wishing to testify,
pl ease cone forward.

(Exhibits are passed out.)

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you. If | could incorporate

Anita’s testimony...prior testimony regarding the
applicant and operator, her enploynent and standard
| ease terns that would be great.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, we’ve got one revised exhibit
here, correct?
Yes.
And it’s the Tract ID page?

Yes.

O > O >

And would you tell the Board what the
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Change 1s so they don’t have to hunt for it?
A The percent of unit it did say 49.8 and
It should be 48.9. It just a typo. The exhibit was

correct, but the tract ID didn’t match.

Q Al right. This is a repooling as well?
A Yes.
Q And was it...is it as a result of

remappi ng and al so sone further wells?

A Yes. That sane line runs through that
uni t, yes.

Q Ckay. Ckay. The line that we just
t al ked about in the prior unit?

A Yes.

Q Ckay. The...this unit was originally
pooled it |ooks like in Y932

A Yes.

Q kay. What interest have you acquired
in this unit over the years and what is it that you’re
seeking to pool ?
A We’ve acquired a 100% of the coal claim
and seeking and 93.4875% of the oil and gas claim
e’ re seeking to pool 6.5125% of the oil and gas claim
Q Ckay. And what did you do to notify the

folks that are respondents that you’re seeking to pool?
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A Mailed by certified nmail return receipt
requested on August the 20th, 2010. We published the
noti ce and location map in the Bluefield Daily Tel egraph
on August the 30th, 2010.

Q And do you have with you to provide to
M. Asbury today your certificates wth regard to
mai ling and the proof of publication that you got fron

t he newspaper?

A Yes.

Q This is an GCakwood unit?

A Yes.

Q 80 acres?

A Yes.

Q And if you look at the map, there are

multiple CBMwells in this unit, correct?

A Yes.

Q Is that Dbecause there’s a coal mine
under it?

A Yes.

Q Whi ch m ne?

A Buchanan.

Q And are you...is your goal here to

I ncl ude the cost as a participation or allocatable costs

the two of the several wells?
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A Yes.
Q And have you provided the Board wth
data in that regard?

A | have.

Q Have you provided the original well cost
estimate back from ‘937

A Yes.

Q And then a nore reasonable...one of the
nore recent wells to get to a total of two?
A Yes.

Q Ckay. Share with the Board the
i nformation in these two estimtes?
A Well 407 $212,049. 87. The depth is
1, 531. 42 feet. The permt nunber is 2099. Vell Q40
$316, 617. 64. The depth is 1,980 feet. The permt
nunber i s 10249.

Q And the total of these two cost
estimates, | believe, is $528,667.51, is that right?
Yes.

s there escrowrequired in this unit?
Yes. For Tract 3.

And are there any split agreenents?

Yes. Tract 4.

o > O >» O >

And with regard to those folks in Tract
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4 that have split agreements, you’re asking for
permssion to pay them directly if the application is
appr oved?

A Yes.

Q Is it your testinony that if you conbine
a pooling order with the |easing and acquisition efforts
that you’ve been successful in, the correlative rights
of everyone who has a claimor an ownership interest in
the CBMin this unit will be protected?

A Yes.

Q And is it your opinion that drilling
multiple wells to degas the coal under this unit is an
excell ent way to produce coal bed nethane for the owners
and claimants in the unit?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

BILL HARRI'S: Mtion for approval.
MARY QUI LLEN: Second.

BUTCH LAMBERT: | have a notion and a second.
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Any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes, but Katie
Dye.)
BUTCH LAMBERT:. Opposed, no.
KATI E DYE: Abstai n.

BUTCH LANMBERT: One abstention, Ms. Dye.

Cal |l ing docket item nunber thirty-four, a petition from
CNX Gas Conpany, LLC for a repooling of coal bed nethane
gas unit P-41, docket nunber VGOB-93-0216-0329-03. Al
parties wi shing testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, state your nane for us, please.

A Anita Duty.
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MARK  SWARTZ: V. Chai r man, | f I coul d

incorporate Anita’s testimony from the prior hearing
today wth regard to the applicant and operator, her
enpl oynent with the applicant and standard | ease terns.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

Q Anita, this is the sane nmapping |ine
that we’ve Dbeen talking about in the previously two
appl i cations, correct?

A Yes.

Q And so we’ve got a slight change in the
percentages here as a result of that as well?

A Yes.

Q Okay. And that’s the reason for the
repool i ng?

A Yes.

Q Okay. This is also, I’'m guessing, it 1is
an Oakwood unit, correct?

A Yes.

Q And we’ve got one well in the window of
this unit?

A Yes.

Q And you’ve provided the Board with the

original well cost estimate from ‘93, correct?
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A Yes.

Q And that <cost estimate was in what
anount ?

A $186, 427. 89.

Q And the dept h?

A. 1,411. 23 feet. The permt nunber is
2049.

Q kay. |s there escrow required?

A Yes. Tracts 2B and 2C.

Q How about split agreenents? Any of
t hose?

A Tracts 2A and 2D.

Q kay. And are you requesting that you

be allowed to pay the folks identified as having split
agreenents directly?

A Yes.

Q And in regard...with regard to escrow
requirements and split agreements, you’ve provided an
Exhi bit E and an Exhibit EE, is that right?

A Yes.

Q Okay. What is 1t that you’ve acquired
in this unit over tinme and what interest are you seeking
to pool ?

A We’ve acquired 99.9326% of the coal
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claim and 73.2827% of the o0il and gas claim. We’ re
seeking to pool 0.0673% of the coal claim and 26. 71739
of the oil and gas claim

Q Is it your opinion that drilling a frac
well in the w ndow of this OGakwood unit...Gakwood 80
acre unit is a reasonable way to produce the coal bed
met hane fromthe unit?

A Yes.

Q s your further opinion that if you
combine a pooling order pooling respondent’s interests
and clainms with the leasing and acquisition activities
that the applicant has been successful wth, the
correlative rights of all owners and/or claimants wll
be protected?

A Yes.

Q Do you want to add any respondents or
di sm ss any?

A No.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?
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Bl LL HARRI'S: Motion for approval.
MARY QUI LLEN: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT: Opposed, no.

KATI E DYE: Abstai n.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank

you, folks.

MARK SWARTZ: Thank you, guys.

BUTCH LAMBERT: You all got the best part of the

day today.
MARK SWARTZ: \What, to say goodbye to ne?

(Laughs.)

MARK SWARTZ: I didn’t...I Jjust...it was too

easy.

BUTCH LAMBERT: It has been fun.

MARK SWARTZ: It was too easy. Hang in there,

guys.
BUTCH LAMBERT: We’1ll do our best.
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(O f record discussion.)

BUTCH LAMBERT: M. Scott, this

the...l guess, what | heard was that
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to have to go into closed session at 4:

Board is going

30, if we can.

Do you...can you prioritize the ones that you need for
us to ook at first?

TIM SCOIT: I’ve done that.

BUTCH LAMBERT: Oh, have you. All right. GCkay.

SHARON PI GEON: 1’11 drink to that.

BUTCH LAMBERT: Yeah, I’11 drink to that.

TIM SCOIT: We’re going to continue items
thirty-six---.

BUTCH LAMBERT: Conti nue?

TI M SCOTT: Unh-huh. ---forty---.

BUTCH LAMBERT: Forty?

TIM SCOIT: ---forty-one, forty-two---.

PHIL HORN: If we have to, right?

TIM SCOIT: |If we have to, yes.

MARY QUILLEN: Is this to Novenber?

TIM SCOTT: Yes, ma’am. ---forty-five and we’re
Wi t hdrawi ng forty-four.

SHARON PI GEON: Forty-four?

TI M SCOTT: We’ve got a legal location now.

BUTCH LAMBERT: Ckay. Let ne read those into

we may want
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conti nue those?
PH L HORN:. W want to get as many as we can.

BUTCH LAMBERT: Okay, why don’t we...why don’t

we do this, why we just call the ones that you didn’t
| dentify? |If we have to go back...if we can go back,
then we’ll go back.

PH L HORN:. Thank you.

TIM SCOTT: Okay. Al right, great.

BUTCH LAMBERT: Okay. We’ll call item thirty-

five on the docket. A petition from Range Resources-
Pine Mountain, Inc. for a well |ocation exception for
proposed conventional gas well V-530247, docket nunber
\VGOB- 10- 0518-2711- 01. Al parties wishing to testify,
pl ease cone forward.

(Exhibits are passed out.)

TIM SCOIT: Tim Scott, @Gus Jansen and Phil Horn
f or Range Resources-Pine Mountain, Inc.

(Phil Horn and Gus Jansen are duly sworn.)

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:
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Q Mr. Horn, your name, by whom you’re

enpl oyed and you job description, please.

A Phi | Hor n, Land Manager , Range
Resour ces- Pi ne Mbunt ai n, Inc. and one of ny job
descriptions is getting jobs...wells drilled and
permtted.

Q Are you famliar with this application?

A Yes, | am

Q Are you famliar with the ownership of

the oil and gas under this unit?

A Yes, | am

Q And have we filed a revised application?
A Yes, we have.

Q And revised Exhibit A 1s that correct?
A That’s correct.

Q Can you tell the Board why?

A The surveyors originally had the wong

| ocati on shown for P-197 and P-34, the wong distances.

Q Those have been corrected, Is that
correct?

A That’s correct.

Q Okay. And then we’ve renotified?

A That’s right.

Q Who operates the wells from which we’re
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seeking this [ ocation well exception?

A EQT Producti on Conpany operates all but
530277 and Range operates 530277.

Q So, do you also participate in the wells

t hat EQI operates?

A Yes, we do. We have 50% i nterest.

Q Ckay. How was notice of this hearing
provi ded?

A By certified mail.

Q And we provided that to M. Asbury, is

t hat correct?

A Yes, you have.
TI M SCOIT: Thank you. That’s all I have for
M . Horn.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOTT: Thank you, M. Chairnman.

QJS JANSEN

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

Dl RECT EXAM NATI ON

QUESTI ONS BY MR, SCOIT:
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Q Mr. Jansen, your name, by whom you’re
enpl oyed and your job description?
A GQus Jansen, enployed by Range Resources-

Pi ne Mountain, Inc. as manager of geol ogy.

Q Are you famliar with this application?
A Yes, | am
Q Dd vyou al so partici pate in t he

preparation of the application?

A Yes, | did.

Q Usi ng Exhibit AA, would you please tell
the Board why we’re seeking a well |ocation exception
t oday?

A Yes. If the Board will refer to Exhibit

AA, vyou’ll see the location of proposed well 530247.
That’s located at the best suitable location to recover
the remaining reserves fromthe five offsetting wells in
the very close vicinity and there is no |egal |ocation

other than the location that we’ve selected here.

Q What’s the potential stranded acreage?
A 86. 37 acres.

Q And the proposed depth?

A 6, 624 feet.

Q And if this application is not granted,

what woul d be the potential |oss reserves?
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A 200, 000, 000 cubi c feet of gas.
Q And then in your opinion, if this
application is granted, it would prevent waste, pronote
conservation and protect correlative rights, is that
ri ght?

A That is correct.

MARK SWARTZ: That’s all I have for Mr. Jansen.
BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.
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: All those in favor, signify by

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

BUTCH LAMBERT: QOpposed, no.

DONNI E RATLI FF: 1’11 abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention, M. Ratliff.
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Calling itemthirty-seven on the docket, a petition fron
Range Resources-Pine Muuntain, Inc. for a well location
exception for proposed conventional gas well V-530296,
docket nunber VGOB-10-0921-2816. Al parties wishing to
testify, please cone forward.

(Exhibits are passed out.)

TIM SCOIT: Tim Scott, @Gus Jansen and Phil Horn
f or Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, M. Scott.

TIM SCOTT: Thank you, Mr. Chairman. I'd like

to incorporate by reference the testinony regarding job
descri ption and enploynent by both M. Jensen and M.
Hor n.

BUTCH LAMBERT: Accept ed.

TI M SCOI'T: Thank you.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Horn, are you famliar with this

appl i cation?




A Yes, | am

Q And did you partici pate in t he
preparation of the application?

A Yes, | did.

Q Are you famliar with the ownership of

this unit?

A Yes, | am

Q And who owns the oil and gas under this
uni t?

A Range Resources-Pine Muntain, Inc. owns

all oil and gas except for Tract 3, which is owned by
Ni gel Counts.

Q kay. Who operates well nunber P-214?

A EQT Production Conpany and we also own
an interest in that well.

Q Ckay. How was notice of this hearing
provided to parties listed on Exhibit B?

A By certified mail.

Q And that proof of mailing has been
provided to M. Asbury?

A Yes, it has.

TI'M SCOTT: Okay. That’s all I have for Mr.

Hor n.
BUTCH LAMBERT: Questions fromthe Board?
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KATIE DYE: M. Chairman, | just have---.

BUTCH LAMBERT: Ms. Dye.

KATI E DYE: ---one question for M. Asbury. |Is

your plat signed?
PH L HORN. That one is signed.
DAVI D ASBURY: Yes, it was.

KATI E DYE: Thank you.

BUTCH LAMBERT: Any further questions from the

Boar d?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

TI M SCOI'T: Thank you.

QS JANSEN

having been duly sworn, was examned and testified as

fol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q M. Jansen, are you famliar
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appl i cation?

A Yes, | am

Q And you’ ve participated in the
preparation of the application, is that right?

A That is correct.

Q Wuld you please tell the Board why
we’re seeking a well location exception for this well?
A Again, if the Board wll refer to
Exhibit AA, you’ll see the location of the proposed well
530296. This well is actually positioned on an existing
well site with a shared...it’s going to share the site
wth a CBM well location to mnimze the surface
disturbance and environmental impact of the well. It’s
al so | ocated there for topographic reasons if we could
not get pass that CBM well due to the steep topography
beyond the | ocation of the CBMwell to the south.

Q What would be the potential |loss of...or

st randed acr eage here?

A 108. 35 acres.

Q And the projected total depth?

A 6, 465 feet.

Q And what would be the potential |oss of
reserves?

A. 400, 000, 000 cubic feet of gas.
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Q In your opinion, if this application is
granted, it would prevent waste, pronote conservation
and protect correlative rights, is that correct?

A That is correct.

TIM SCOIT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT:. Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

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

BUTCH LAMBERT: QOpposed, no.

DONNI E RATLI FF: Abstain, M. Chairman.
BUTCH LAMBERT: One abstention, M. Ratliff.

Calling docket itemthirty-eight, a petition from Range

Resour ces- Pi ne  Munt ai n, | nc. for a well | ocati on
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exception for proposed conventional gas well V-530295
docket nunber VGEOB-10-0921-2817. You may proceed, M.
Scot t .

TIM SCOIT: Thank you. Again, Mr. Chairman, I’d
ask that the testinony regarding enploynent and job
description for both M. Jansen and M. Horn be
| ncorporated by reference with this docket item

BUTCH LAMBERT: Accept ed.

TI M SCOI'T: Thank you.

PH L HORN
havi ng been duly sworn, was examned and testified as
f ol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q M. Horn, are you famliar with this
appl i cation?

A Yes, | am

Q And you’ ve participated in the

preparation, is that correct?

A That’s correct.

Q Wio owns the oil and gas wunder this
uni t?

A Range Resources-Pine Muntain, Inc. owns
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100% of the oil and gas in this unit.

Q And who operates the wells from which
we’ re seeking the well location exception?

A Qur partner EQT Production Conpany.

Q And how was notice given the parties
| i sted on Exhibit B?

A By certified mail.

Q And that proof of mailing has been
provided to M. Asbury, is that right?

A Yes, it has.

TIM SCOIT: Okay. That’s all | have for M.

Hor n.
BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

QS JANSEN

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR, SCOIT:

Q M. Jansen, are you famliar with this
application?

A Yes, | am
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Q And we’'re seeking a well location
exception today. Wul d you please tell the Board why
we’ re doing that?
A Again, referring to Exhibit AA this is a
| ocati on of proposed well 53295. This |ocation has been
selected in this area due to topographic constraints.
We’re using an existing...this area has been recently]
logged and there’s an existing logging road 1in the
disturbance down into this area and we’ve got down as
far as we could possibly get due to the steepness of the
terrain. In order to get another suitable Iocation,
we’d have to move the well probably approximately 1200
feet to the northeast and we’d again result 1in
addi ti onal stranded acreages in this general area.
Q How much acreage are we talking about
t hat woul d be stranded?
A At this Jlocation it wuld stranded
acreage of 106.59 acres.
Q Okay. And what’s the proposed depth of
this well?

A Wel | depth proposed is 5,944 feet.

Q And what would be the potential |oss of
reserves if the application is not granted?

A 450, 000, 000 cubic feet of gas.
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Q And in your opinion, if this application
Is granted, it would prevent waste, protect correlative
ri ghts and pronote conservation, is that right?

A That is correct.

TIM SCOIT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT:. Questions fromthe Board?

BILL HARRI'S: Let ne just ask a quick question.

There appears to be a couple of |I|akes here. One
actually right under the...not really under the well
but is that overlapping. I’'m trying to decide if those
are contour lines or lake lines. | see a sportsman | ake
to the far east---.

@QJS JANSEN: Correct. It’s---.

BILL HARRIS: ---and then there’s another lake

under that.

@QUS JANSEN: Yeah, I think there’s actually only

one |ake in that general area. The lake is actually
| ocated down close to Rt. 80 in a snmall area. By the
(inaudible) it’s to the east. It’s really outlined in a
lighter grey. It’s not a contour line, but right down
in that bottomthere is where the snmall | ake is.

BUTCH LAMBERT: Sportsman Lake is m snaned.

Right now it’s not even a lake anymore.

GQUS JANSEN: It’s actually a pretty big little
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pond.
BUTCH LAMBERT: It’s a good mud puddle.

Bl LL HARRI S: Okay. Thank you.

BUTCH LAMBERT: Any other questions from the

Boar d?

MARY QUI LLEN: M. Chairman.

BUTCH LAMBERT: ©Ms. Quill en.

MARY QUI LLEN: Do you have a signed plat?

DI ANE DAVI S: Yes.

BUTCH LAMBERT: Ckay. You may continue, M.
Scot t .

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

BUTCH LAMBERT: Ckay. Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI' S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Qpposed, no.

DONNI E RATLI FF: 1’11 abstain, Mr. Chairman.
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BUTCH LAMBERT: One abstention, M. Ratliff.

(Exhibits are passed out.)

BUTCH LAMBERT: We’re calling item thirty-nine

on the docket. A petition from Range Resources-Pine
Mountain, Inc. for a well location exception for
proposed conventional gas well V-530270, docket nunber
VGOB- 10- 0921-2818. You may proceed, M. Scott.

TI M SCOTT: Thank you, M. Chairman. Again, Tin
Scott, Phil Horn and Gus Jansen for Range Resources-Pine
Mountain, Inc. Again, I’'d request that the testimony
from both gentlenen regarding their job description and
t heir enploynent be incorporated by reference from the
| ast docket item

BUTCH LAMBERT: Accept ed.

TI M SCOI'T: Thank you.

PH L HORN
havi ng been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Horn, are you famliar with this
application?
A Yes, | am
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Q And was there a revised application and

revi sed Exhibit A provided to the Board and fil ed?

A That’s correct. The distance to P-387
well from this well was inadvertently showed on the
original application. It was corrected.

Q And so that was...and then we renotified

everybody, is that correct?
A That’s correct.
Q Ckay. Are you famliar wth the
ownership of the oil and gas under this unit?

A Yes, | am

Q And can you tell the Board who operates
the wells from which we’re seeking the well 1location
exception?
A EQT Production Conpany and Range also
owns an interest in all three wells.

Q Ckay. How was notice of this hearing
provided to the parties listed on Exhibit B?

A By certified mail.

Q And that proof of mailing has been filed
Wi th the Board, is that correct?
A That’s correct.
TI M SCOTT: That’s all I have for Mr. Horn.

BUTCH LAMBERT: Questions fromthe Board?
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(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOTT: Thank you, M. Chairnman.

QUS JANSEN

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q M. Jansen, are you famliar with this
appl i cation?

A Yes, | am

Q And would you please tell the Board why
we'’ re seeking a well location exception today?

A Referring to Exhibit AA the Board wll
see the | ocation of proposed well 530270. This well has
been positioned at the best suitable |ocation to recover
the remaining stranded reserves and there 1is no
addi ti onal | egal location in this area wthout
infringing on other wells at this point for the three

and four offsetting wells.

Q What would be the stranded acreage if
this not...if this application is not approved?

A 94. 56 acres.

Q And what’s the proposed depth of this
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wel | ?
A 5,110 feet.
Q And the potential loss of reserves if

t he application isn’t granted?

A 350, 000, 000 cubic feet of gas.
Q In your opinion, if this application is
granted, it wll prevent waste, pronote conservation and

protect correlative rights, is that correct?

A That is correct.

TIM SCOTT: That’s all I have for M. Jansen.
BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify---.

BILL HARRI S: The---7?

BUTCH LAMBERT: I'm sorry.

BILL HARRI S: ---signature on the plat, is
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t here---7?

DI ANE DAVI S: Yeah, we got it.

BUTCH LAMBERT: We got it.
BILL HARRI'S: Oh, okay. Sorry.

BUTCH LAMBERT: Okay. | have a notion and &

second. Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: AlIl those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: QOpposed, no.

DONNI E RATLI FF: Abstain, M. Chairmn.

BUTCH LAMBERT: One abstention, M. Ratliff. |

think we’re going down to forty-three.
TI M SCOTT: Yes, sir.
(Exhibits are passed out.)
BUTCH LAMBERT: Calling docket itemforty-three,

a petition for Range Resources-Pine Muntain, Inc. for a
wel | | ocation exception for proposed conventional gas
wel | 900005, docket nunber VGOB-10-0921-2822. You may
proceed, M. Scott.

TIM SCOTT: Thank you. Tim Scott, Gus Jansen

and Phil Horn for Range Resources-Pine Mpuntain, |Inc.
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Again, I'd ask that the testimony regarding Jjob
descri ption and enpl oynent be incorporated by reference
froma prior docket item

BUTCH LAMBERT: Accept ed.

PH L HORN

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR, SCOIT:

Q M. Horn, are you famliar wth this
appl i cation?

A Yes, | am

Q Are you also famliar with the ownership

of the oil and gas in this unit?

A That’s correct.
Q And who owns the oil and gas?
A That’s (inaudible) Coal Partnership owns

the coal, oil and gas.

Q Ckay. Who operates the wells from which
we'’ re seeking the location exception?

A Those are Range Resources-Pi ne Muntai n,

Inc.’s wells that we recently purchased from Chesapeake.
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Q Okay. And that’s the reason for the
di fferent nunbers, is that right?

A That’s correct.

Q Ckay. How was notice of this hearing
provided to the parties listed on Exhibit B?

A By certified mail.

Q And we'’ve provided proof of mailing with
the Board, is that correct?
A That’s correct.

TIM SCOIT: Okay. That’s all I have for Mr.

Hor n.
BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOI'T: Thank you.

QUS JANSEN

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR, SCOIT:

Q M. Jansen, are you famliar with this
application?

A Yes, | am
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Q And would you please tell the Board why
we'’ re seeking a well location exception today?

A Yes. Referring to Exhibit AA, this is
the | ocation of proposed well V-900005. This well has
been positioned at this location for topographic reasons
and for proposed future devel opnent. The nearest |ega
| ocation is approximately 1200 feet to the southeast and
Wi || result in an significant anount of stranded acreage
if we were required to nove the well. W feel like this

Is a better location at this proposed | ocation.

Q What is the anobunt stranded acreage?
A 103. 35 acres.
Q Okay. And what’s the proposed depth of

this well?
A 6, 118 feet.
Q And what'’s the potential loss of]

reserves if the application is not granted today?

A 400, 000, 000 cubic feet of gas.
Q In your opinion, if the application is
granted, it would prevent waste, protect correlative

ri ghts and pronote conservation, is that correct?
A That is correct.
TI M SCOTT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT: Questions fromthe Board?
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(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

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

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
Bl LL HARRI S: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT:. Opposed, no.

DONNI E RATLI FF: Abst ai n.

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

approved. Do you want to junp back to forty?
TIM SCOIT: Yes. O thirty-six...thirty-six.
BUTCH LAMBERT: Thirty-six?

TI M SCOTT: Yes, sSir

PHIL HORN: Thirty...no, what about forty-five?
TIM SCOTT: Do you want to do it---7?

QJS JANSEN: Do you want to do the exception?

Yeah, we can do that.
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PH L HORN: Forty-five, if it’s that okay.
BUTCH LAMBERT: Forty-five?

PH L HORN: Yes, sir.

TI'M SCOTT: Sol d.

MARY QUI LLEN: Forty-five, is that the one we’re

goi ng to do?
PH L HORN: Yes, ma’am. The last one.

BILL HARRI'S: Forty-five.

(Exhibits are passed out.)
BUTCH LAMBERT: Forty-five. Calling docket item

nunmber forty-five, a petition from Range Resources-Pine
Mountain, Inc. for a well location exception for
proposed conventional gas well 900004, docket nunber
VGOB- 10- 0921-2824. You may proceed, M. Scott.

TIM SCOTT: Thank you. Tim Scott, Gus Jansen

and Phil Horn for Range Resources-Pine Mpuntain, |Inc.
Again, I'd ask that the testimony regarding Job
descri ption and enpl oynent be incorporated by reference
from our prior hearings.

BUTCH LAMBERT: Accept ed.

TI M SCOI'T: Thank you.

PH L HORN

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

DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q M. Horn, are you famliar wth this
appl i cation?

A Yes, | am

Q Are you famliar with the ownership of

the oil and gas enconpassed by this unit?

A Yes, | am

Q And who owns the oil and gas under this
uni t?

A (I naudi bl e) Coal partnership owns 90. 259

and Yel | ow Popul ar Lunber Conpany owns 9. 75%
Q Who operates the wells from which we’re

seeki ng an offset?

A Range Resources-Pi ne Muntain, Inc.

Q Both, is that correct?

A That’s correct.

Q Okay. Since vyou’ve mentioned the fact

that we’ve got Yellow Popular Lumber in this wunit,
notice was effected by both certified nmailing and by

publication in the Bluefield Daily Telegraph, is that

correct?

A That’s correct.
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Q kay. And proof of those mailings have
been provided to the Board and the publication?
A Yes.

TIM SCOIT: Okay. That’s all I have for M.

Hor n.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

TI M SCOI'T: Thank you.

QUS JANSEN

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Jansen, are you famliar with this
appl i cation?

A Yes, | am

Q And you participated in the preparation
of the application?

A Yes, | did.

Q And please tell the Board why we’re
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seeking a well |location exception for this particular
wel | ?

A Again, referring to Exhibit AA, vyou’ll
see the |ocation for proposed well 900004. This well
has been existing at this location for topographic
reasons and to maximze the resource recovery. The
near est non-exception location wll be to the west or to
t he south, which would be approximtely 1200 feet again

away and result in additional stranded acreage in

this...in this area.
Q And what woul d that acreage figure be?
A 110. 4 acres.
Q What’s the proposed depth of this well?
A 5,949 feet.
Q And if the application were not granted

what woul d be the | oss of reserves?

A 400, 000, 000 cubic feet of gas.
Q kay. And if the Board approves this
application, it wuld pronote conservation, prevent

wast e and protect correlative rights, is that correct?
A That is correct.
TI M SCOTT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT: Questions fromthe Board?

MARY QUILLEN. Do you have a plat with a
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si gnature, M. Chairnman?

DAVI D ASBURY: We do.

TIM SCOIT: Ms. Quillen, we’re just doing that

to keep you on your toes.
(Laughs.)
SHARON PIGEON: W can see our toes in 4

di fferent angle here in a second.

TIM SCOIT: Yes. Yes. That’s why I’'m sitting

down.

(Laughs.)

TIM SCOIT: | |like the seated position better.
Thank you.

(Laughs.)

BUTCH LAMBERT: Do | have a---?

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

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion for approval.
Bl LL HARRI S: Second.
BUTCH LAMBERT: | have a notion and a second.

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

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Donnie
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Ratliff.)
BUTCH LAMBERT:. Opposed, no.

DONNI E RATLI FF: Abstain, M. Chairnmn.

BUTCH LAMBERT: One abstention, M. Ratliff.

Thank you, gentl enen.

TI M SCOI'T: Thank you very much.

PH L HORN:. Thank you.

BUTCH LAMBERT: W need to...we need to keep

t hese ot her folks here to see how we do this.
SHARON Pl GEON: Yeah.
DONNI E RATLI FF: No, they’re probably gone.

(Laughs.)
BRUCE PRATHER W would just slip one or two

more 1in here pretty quick the way we’re going at it.

@QUS JANSEN:. We could probably do a couple of

TIM SCOTT: Somewhere along the way, | have to

t ake a breath.
(Laughs.)
BUTCH LAMBERT: Thank you. W appreciate it.

PH L HORN: Thank you.
TI M SCOI'T: Thank you.
BUTCH LAMBERT: At this tinme, this Board needs

to enter into closed session. I’711 ask Mr. Harris if he
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W || make the notion to enter us into closed session.

BILL HARRIS: Mdtion for closed neeting, M.

Chai rman, pursuant to Section 2.2-3711(A)(7) of the Code
of Virginia. | nove that the Virginia Gas and G| Board
convene a closed session for consultation wth |[egal
counsel regarding specific legal matters requiring the
provi sion of |egal advice by such counsel.

BUTCH LAMBERT: Thank you, M. Harris. Do |

have a second on the notion?

DONNI E RATLI FF: Second.

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: At this tinme, this Board i s now

I n closed session. | would ask that the other fol ks nmay
now | eave the room
(Cl osed session.)

BUTCH LAMBERT: This Board is now reconvening in

open session. I'11l ask Mr. Harris if he will read the
notion to bring us back into open session.

Bl LL HARRI S: \Whereas, the Board has convened a

cl osed neeting on this date of October the 19th, 2010
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pursuant to an affirmative record vote and in accordance
with the provision of the Virginia Freedom of
Information Act; and, whereas, Section 2.2-3712(D) of
the Virginia Code requires a certification by the Board
t hat such closed neeting was conducted in conformty
Wi th the Virginia Law. Now, therefore, the Virginia Gas
and O | Board hereby certified that to the best of each
nmenbers knowl edge that only public business matters
| awful |y exenpted from open neeting requirenents by
MVirginia Law were discussed in the closed neeting to
which this certification applies and only such public
business matters as were identified in the notion
convening the closed neeting were heard, discussed or
consi dered by the Board.

BUTCH LAMBERT: Madam Recorder, would you poll

t he Board?

COURT REPORTER: Mary Quillen?
MARY QUI LLEN: Yes.

COURT REPORTER: Bruce Prather?

BRUCE PRATHER: Yes.
COURT REPORTER: Donnie Ratliff?

DONNI E RATLI FF:  Yes.

COURT REPORTER: Bill Harris?

BILL HARRI S: Yes.
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COURT REPORTER: Butch Lanbert?
BUTCH LAMBERT: Yes.
COURT REPORTER: Kati e Dye?

KATI E DYE: Yes.
BUTCH LAMBERT: Thank you. Ckay, at this tine,

the Board will entertain a notion as to the actions that
was di scussed in closed session. Do | have a notion?

DONNIE RATLIFF: 1’11 make that motion, Mr.

Chai rman. The Board desires to expand the escrow audit
by the following three actions: First, to extend the
engagenent with RFCA through Decenber 31, 2011.
Secondly, to expand the audit to include all escrow unit
accounts beginning January 1, 2000. Thirdly, to hire
two to four independent contractors that would report to
t he Staff’s principal executive for the specific purpose
of reconciling escrow accounts.

BUTCH LAMBERT: Ckay. | have a notion. Do |

have a second?

MARY QUI LLEN: Second.

BUTCH LAMBERT: | have a notion and a second.

Are there any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
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(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you. One ot her business

that | need to take care of real quickly. The docketed
items that will be continued until Novenber are VGOB-10-
0921- 2815, docket nunber  VGOB- 10- 0921- 2819, docket
nunber VGOB- 10- 0921-2820 and docket nunber VGOB-10-0921-
2821. Those itenms wll be continued until Novenber.
And, finally, we need to approve the m nutes of the | ast
nmeet i ng. Are there any additions or corrections to
t hose m nutes?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion to approve?
MARY QUI LLEN: Mbtion to approve.

BUTCH LAMBERT: Do | have a second?

BRUCE PRATHER: Second.

BILL HARRI S: Second. I'm sorry, Mr. Prathern

di d.
BUTCH LAMBERT: Okay. | have a notion and a

second. Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
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(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, | adies and gentl enen.

COURT REPORTER: You said to remnd you about

t he Decenber neeting.
BUTCH LAMBERT: The Decenber neeting, yes. The

December meeting, I’ve had enquiries on whether or not
we want to keep the scheduled date for the Decenber
neeting, which is right now scheduled for---.

BILL HARRIS: It’s a week before Christmas,

isn’t it?

COURT REPORTER: Decenber the 21st, | think.

BUTCH LAMBERT: It’s the...right now 1it’s

scheduled for the 20th, which wll be the week of
Christmas. I'm sorry, our meeting 1is scheduled for the
21st. Do we have a preference? Do we want to keep that
date or would we like to change it? Some of the...I’ve
had requests from sone of the conpanies that if we could
nove it up a week or back a week they would appreciate
that. But | wll leave that up to the Board.
DONNI E RATLI FF: The 14t h?

BUTCH LAMBERT: The 14t h.

DONNI E RATLI FF: It suits ne.
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BUTCH LAMBERT: Everybody else okay wth the

14t h?
BRUCE PRATHER: | have no problemw th it.

BILL HARRIS: Is that a problem with staff?

Anyt hi ng happeni ng there?
DAVID ASBURY: We just have to neke sure the

announcenents make it to all of the legal staff. It may
be a good thing for us to put the Novenber docket and we
may have enough to go already into Decenber wthout
recei vi ng new docket itens.

BUTCH LAMBERT: I think that’s a good idea...an

excell ent idea. We need to do that.

SHARON PI GEON: Finish up the year with it.

BUTCH LAMBERT: Finish up the year with a clean

start.

DAVI D ASBURY: Just not...just not accept any

docket nunbers or additional dockets until January---7?

BUTCH LAMBERT: Yeah, for Decenber.

DAVI D ASBURY: ---or until Decenber for
January?

BUTCH LAMBERT: Ckay.

DAVI D ASBURY: You all would have to nmake that
not i on.

BUTCH LAMBERT: I’'m certainly for that, 1if]
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everybody else is okay with doing that and cleaning up
the docket for the vyear because it sounds like we’re
going to have enough carry over probably to fill the
docket .

DAVI D ASBURY: We had twenty-four carried over.

I'm not sure...I mean, twenty-four from the last tine
carried over for Novenber and plus five or six here.
So, that’s thirty already. Plus we have more.

BUTCH LAMBERT: Okay. So...okay, so we’ll

reschedul e- - -.

MARY QUI LLEN: Do you need a notion?

BUTCH LAMBERT: I'm sorry?

MARY QUI LLEN: Do you need a notion for that?

BILL HARRIS: Are we still...yeah, we are.

We’re still on the record.

BUTCH LAMBERT: Yeah, we’re still on the record.

Yes. Uh- huh. Do | have a notion to nove the Decenber
neeting fromthe 21st to the 14th?

DONNI E RATLI FF: So noved, M. Chairnan.

BILL HARRI S: Second.

MARY QUI LLEN: Second.

BUTCH LAMBERT: Okay. | have a notion and a

second. Any di scussion?

(No audi bl e response.)
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BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Also, we wll direct David to

cut off docket itens for Decenber.

DAVI D ASBURY: The Decenber Board neeting on the

14th will be to have any flow over itens from
Novenber - - -.
BUTCH LAMBERT: Yes.

DAVI D ASBURY: ---to clear the docket and then

begin receive new docket itens in Decenber for January
t hen.

BUTCH LAMBERT: For January, okay. Correct.

(kay, good.

DAVI D ASBURY: If that’s okay with the Board.

BUTCH LAMBERT: Ckay. Thank you all. Sorry to

keep you so | ate.

STATE OF VIRG NI A:
COUNTY OF BUCHANAN:

I, Sonya Mchelle Brown, Court Reporter and
Notary Public for the State of Virginia, do hereby

certify that the foregoing hearing was recorded by ne on
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a tape recording nmachine and |later transcribed under ny
super vi si on.
G ven under ny hand and seal on this the 9th

day of October, 2010.

NOTARY PUBLI C

My comm ssion expires: August 31, 2013.
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