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BENNY WAMPLER: Ckay. Good norning. M nane is

Benny Wampler. I’m Deputy Director for the Departnent of
M nes, M nerals and Energy, and Chairman of the Gas and QG|
Board; and I’11 ask the Board members to introduce

t hensel ves.

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

Ri chnmond, and | represent the Gas and G| Industry.
MAX LEW S: My name is Max Lewis and I'm from
Buchanan County, and I represent....I’'m a public member.

SANDRA RI GGS: I'm Sandra Riggs with the Office of

the Attorney CGeneral, here to advise the Board.

RICHARD G LLIAM Ri chard G| liam Abi ngdon.

Coal ... Coal Industry Representative.

CLYDE KING: I'm Clyde King from Abingdon, a public

representative.

DENNI S GARBI S: My name is Dennis Garbis. I’'m from

Fairfax County. I’'m a public member.

BOB WLSON: Bob Wilson. I’'m acting Director of the

Division of Gas and O | and Secretary/ Treasurer for the
Boar d.

BENNY WAMPLER: Thank you very nmuch. The first item

on today’s agenda is the Board will receive a quarterly
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status report fromFirst Virginia Bank-Muntain Enpire.

RUTH HARPER: I’'m Ruth Harper from First Virginia

Bank. I’'m taking Dale Ditz’s place this morning. He had an
energency in his famly. H's nother died on Sunday. So, |
am here representing the escrow agent account. The bal ance
in the account as of 8/ 31, the | ast produced report, was
$3, 509, 273. 00.

BENNY WAMPLER: Woul d you repeat that, please?

RUTH HARPER: $3,000...I'm sorry. $3,509,273.00.

BENNY WAMPLER: Thank you.

RUTH HARPER: |s there anything else that Dale

reports on?

BENNY WAMPLER: Not unl ess the Board nenbers have

guestions. | think typically...mybe the interest that it’s
earni ng per nonth or whatever the report period m ght be.

RUTH HARPER: The i ncone that was produced | ast

nmont h was $43, 381.89. The other earnings cane to $9, 859. 55.
So, together it was approxi mately $52-53, 000.00 that cane
in.

MASON BRENT: Do you have a year to date figure on

t hat ?

RUTH HARPER: No, | do not, not on this report, but

| can get it to you and submit it to the Board.



© 00 N o o b~ w N P

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

)
1

CLYDE KING Any di sbursenents?

RUTH HARPER: Not | ast nonth.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: W t hank you very nmuch and pl ease

express our condolences to M. Ditz and his famly.

RUTH HARPER: | will do so. Thank you.

BENNY WAMPLER: Thank you. Thank you for being

here. The next itemon the Board’s agenda is a petition from
Pocahontas Gas Partnership for pooling of a coal bed net hane
unit under the Cakwood Coal bed Methane Gas Field | O der
identified as L-46, located in the Garden District. Excuse
me. This is docket nunber VGOB-99-07/20-0725; and we’d ask
the parties that wish to address the Board in this matter to
cone forward at this tine, please.

MARK SWARTZ: Mark Swartz and Les Arrington

representing the applicant.

BENNY WAMPLER: Ckay.

MARK SWARTZ: M. Chairman, the...| would represent

that we consolidate for hearing, docket itenms two through
nine. The only respondent in those eight pooling application

is Norfolk Southern. W had originally set these for hearing
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in July. We’re hopeful that...had been in touch with Norfolk
Southern’s | and departnent and had been hopeful that we coul d
reach a lease agreement with them. We’re still negotiating,
but it has been sixty (60) days and we figure we need to, you
know, move on here. But we are negotiating with them. I’'m
not certain we’re going to reach an agreenent, but we m ght.
I think it would save the Board’s time to just consolidate

these units. It is sonmewhat confusing because they are both
Buchanan Production Conpany and Pocahontas Gas Conpany
applications but I’ve sorted them out. Les and | have got a
schedul e we can go through with you that naybe focus on...on
the significant data that you need.

BENNY WAMPLER. COkay. Before we do that. |If you

folks want to cone in and sit. Wat | need you to do is
anytime that you’re here on a particular case is to identify
yourselves. Otherwise, you’re welcome to come in and sit
down rather than having to stand up. |s there any objections
to consolidating these cases?

CLYDE KI NG Wat nunber is that?

BENNY WAMPLER: It will be two through nine on our

agenda and I’'11 go ahead and call the others. They all

proceeded by VGOB-99-07/20-07. | just called 25. The others

I"1l call will be 26, 27, 28, 32, 33, 34 and 35. Is there
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any parties here that wish to address the Board in any of
these matters, please identify yourselves other than the ones
t hat have al ready cone forward and have been identified.
(Pause) The record will show there are not any others. You
may proceed.

MARK SWARTZ: Okay. We’ve got some exhibits that

Les needs to pass out and we can proceed.

(M. Arrington passes out the exhibits. Wnt off
the record while the roomwas rearranged to acconodate nore
seating area.)

MARK SWARTZ: Ckay. Can we have M. Arrington

SWor n?

(Wtness is duly sworn.)

LES ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, these units docket itens two through
ni ne include, do they not, three Pocahontas Gas Partnership
Cakwood | units, four Buchanan Producti on Conpany QGakwood |

and Il units, and one Buchanan Producti on Conpany QGakwood |
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unit, is that correct?

A That’s correct.

Q Ckay. The only respondent with regard to
each of these pooling applications is Norfolk Southern, is
that correct?

A It is.

Q Have you been...has your | and depart nent

been negotiating wth Norfol k Sout hern?

A Yes, we have.

Q Are those negotiations conti nui ng?

A Yes, they are.

Q But at |east as of today, you have not

reached a final agreenent with thenf

A We have not.
Q Ckay. The...what | would like to do is go
through with you, first of all, the basic information that we

need to put in the record with regard to Pocahontas Gas
Partnership. Then we’ll do the same for Buchanan Production,
and then last, we will go to the spreadsheet that you’ve
passed out today which essentially has the pertinent
information with regard to each of the units. $So, that’s
kind of the line up of what we’ll cover.

First of all, with regard to units L-46, L-47 and
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L-48, are those the Pocahontas Gas Partnership pooling
appl i cations?

A Yes, they are.

Q Ckay. |s Pocahontas Gas Partnership a
Virginia General Partnership whose two partners are
Consol i dati on Coal Conpany and Conoco, Inc.?

A Yes, it is.

Q In those three applications, is there a
request that Pocahontas gas Partnership be designated unit
operator by the Virginia Gas and O | Board?

A Yes, it is.

Q Ckay. |s Pocahontas Gas Partnership
aut hori zed to do business in the Cormonweal th, has it
registered with the Departnent of Mnes, Mnerals and Energy
and does it have a bl anket bond on file as required by | aw?

A Yes, it does.

Q The respondent in each of these pooling
applications is Norfol k Sout hern?

A Yes, it is.

Did you mail to Norfol k Sout hern?

A Yes, we did.
Q And you published as well ?
A Yes, we did.
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Q In the event that the Board should grant
t hese pooling applications and offer a deened to | ease, or
offer a | ease election option for people who are deened to
have | eased, what | ease terns would you propose the Board
use?

A A dollar per acre rental, a one-eighth
royalty with a five year term rental is payable until
producti on begi ns.

Q Ckay. And this would apply only to the CBM
interest, not the...not the conventional gas?

A That’s correct, i1t does.

Q The...each of the L-46, L-47 and L-48 units

are eighty (80) acre units?

A Yes, they are.

Q And they’re being pooled as frac well units?
A Yes, they are.

Q Under the QGakwood | rul es?

A Yes.

Q And do you seek by these app...these three

applications to pool and develop all coal seans bel ow t he
Tiller?
Yes, we do.

Q And is the target formation basically here,
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al t hough there are other formations involved, the Pocahontas

t hr ee seanf?

A
Q

Yes, it is.

There is an exhibit...is there an Exhibit B-

3 attached to each application?

A
Q

Yes, it is.

And does that set forth Norfolk Southern’s

interest in each of the three units that we’re talking about

her e?

A
Q

Yes, it does.

And does it also show that there is

a...whether or not there is a need for escrow?

A
Q

Yes, it does.

And in this...in Norfol k Southern instance,

I don’t think there’s any requirement of escrow?

A

But certain---.
Q
to 800 feet?

O > O

VWll, in...in some sections of it there is.

Ckay. Because they only have the coal down

Yes. Yes.

Ckay. So, there is an escrow?

Yes.

Exhibit E submtted with regard---7?

10
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Yes.
---to each of these three applications?

Yes, it is.

o > O »F

Ckay. The...now turning to the units K-9,
K-10, K-11 and K-12, are those both frac and active gob units
that you’re seeking to pool under Oakwood I and Oakwood Il?

A Yes, they are.

Q And then unit 1-22, is that a unit that is
seek...that you’re seeking to pool only as a frac unit under
Cakwood | ?

A Yes, it is.

Q And is the applicant with regard to K-9, 10,
11, 12 and |-22 Buchanan Producti on Conpany?

A Yes, it is.

Q Ckay. And is Buchanan Production Conpany a
Virgi nia General Partnership?

A Yes, it is.

Q Are it’s two partners Appalachian Operators,
I nc. and Appal achi an Met hane, Inc.?

A Yes, it is.

Q And are those corporate partners whol ly
owned i ndirect subsidiaries of MCN Corporation?

A Yes.

11



Q

| s Buchanan Production Conpany authorized to

do busi ness in the Commonweal t h?

A
Q

Yes, it is.

Wio is it that is requested to be...act as

desi gnat ed operator on the Buchanan Production applications?

> O > O >

Q

Consol, Inc.
Ckay. Are you an enpl oyee of Consol, Inc.?
Yes, | am

And what’s your title?
Permt specialist.

Have you drafted all of the...or at |east

participated or directed the drafting of all of the notices

and pooling applications with regard to Buchanan Production?

A
Q

Yes, | do.

And woul d the sane be true with regard to

the three Pocahontas Gas Partnership applications we’ve

previ ously nmentioned?

A.
Q

Yes.

Ckay. Does Con...is Consol, Inc. authorized

to do business in the Commbnweal t h?

A
Q

Yes, it is.

Has it registered with the DVME and does it

have a bl anket bond on file?

12
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A Yes, it does.

Q D d the nmanagenent committee of Buchanan
Production, which is a partnership delegate to Consol the
authority that would explore, develop and maintain its

properties?

A Yes, it did.

Q And did Consol accept that del egation?

A Yes, it did.

Q And is this...are these applications been

made consistent with that del egati on?

A Yes, they are.

Q What | ease terns woul d Buchanan Producti on
propose be included in any order with regard to the deemto
have | eased option?

A A dollar per acre rental, a one-eighth
royalty on a five year term with the rental payable on
annual basis until production begins.

Q And again this would be only the terns
of fered for a coal bed net hane | ease, not incl uding
conventional gas?

A That’s correct.

Q Units K-9, K-10, K-11 and K-12 are al so

eighty (80) acre Cakwood units, are they not?

13
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They are.

Ckay. And they are over a portion of the VP
| M ne?
Yes, they are.
And the East |ongwall panels in that m ne?

They are.

o > O »F

And there’s an Exhibit G attached to each of
t hese four applications which shows the panels of the m ne
under the units?

A That’s correct.

Q And the...these units are expected to
produce coal bed net hane gas under Gakwood | and Cakwood |1,

the active field rul es?

A. Yes, it does.
Q Active gob field rules. And is there
an...is there also an exhibit to each of these four

applications specifically K-9, 10, 11 and 12 which cal cul ates
the percentage of acreage in each unit in each effective
| ongwal | panel ?

A Yes, it does.

Q And the Exhibit B-3 with regard to Norfolk
Sout hern in each of these units that are sought to be pool ed

under | and Il rules would show both an interest in the unit

14



© 00 N o o b~ w N P

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

)
1

and an interest in each |Iongwall panel that m ght be rel evant

to the application?

A
Q

Yes, it does.

Ckay. And those percentages woul d be

rel evant to the paynent of royalty and any participation

options that m ght be el ected?

A
Q
A
Q
Gakwood | ?
A

Q

appl i cations,

Yes, it does.
s unit 1-22 also an eighty (80) acre unit?
Yes, it is.

But that you’re seeking to pool only under

Yes, we are.
Wth regard to all five of these

is it the intention to devel op coal bed net hane

fromcoal seans belowthe Tiller?

A.
Q

Yes, it is.

And again, is the Pocahontas Three coal seam

essentially the target seam here?

A.
Q

Yes, it was.

There is an Exhibit G page one which is

essentially a recap of cost and percentages rel evant to each

of the active gob units, the Kunits, that sets forth the

all ocated costs of the frac production, correct?

15



© 00 N o o b~ w N P

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

)
1

A That’s correct.

Q And there would be one of those for each of
K-9, K-10, K-11 and K-127?

A Yes.

Q And the costs reported with regard to [|-22

is just for one frac well unit?

A It is.
Q Ckay. Before we nove on to the spread
sheet, ny question...|l have two nore questions and that woul d

be, are the proposed devel opnent plans for the three
Pocahontas Gas Partnership units under OGakwood |, the four
Buchanan Production Conpany frac and gob units and the...and
unit 1-22, in your judgnent, reasonable devel opnent plans to
extract coal bed nethane resources fromthe units in question?
A Yes, it is.
Q And through the leasing efforts and the
identification of owners and claimants, do you believe that
t hese devel opnent plans, if inplenented, would contribute to
the production...the protection of the correlative rights of
the owners of the nethane within and under these eight units?
A Yes, it will.
Q Ckay. Turning to the spread sheet that

we’ve passed out with regard to these eight units today, does

16



© 00 N o o b~ w N P

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

)
1

this spread sheet essentially capture information fromthe

ei ght applications?

A. Yes, it does.

Q And the first three are the PGP applications

and the next five are noted to be the BPC applications?

A Yes, it is.
Q So, in the first colum, you identified the
unit?
Yes.
Q Then we’ve got the VGOB number and the
next---7?
A Publ i cation date, when it was published in

the Bluefield Daily Tel egraph.

Q And there was a mailing with regard to each

of these units to all of the respondents for who you had

addr esses?

A That’s correct.

Q And when was that nailing acconplished?

A End of...on all of these it was June 18th,
1999.

Q And the next five colums deal w th standing

and the interest that you’re trying to pool.

A. That’s correct.

17
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Q The first colum indicates the percentage of
coal bed nethane clains or interest | eased from coal owners,

does it not?

A. Yes, it does.
Q What...what is the asterisk refer to here?
A. Inall...in all of these cases, Norfolk

Sout hern owns the coal 800 feet bel ow the surface of the
railroad in that area, and in that area, we...we control a
hundred percent of the coal below that and that’s...that'’s
the reason for the asterisk

Q Okay. Then the o0il and gas leases you’ve

obtained are listed in the next colum?

A Yes.

Q And then the follow ng col unm woul d show t he
unl eased coal which is zero in all instances?

A That’s correct.

Q And then the...the unleased oil and gas in

each of the units which is what you are trying to pool today

with regard to each of these units is listed in that col um,

correct?

A That’s correct.

Q There is a hand witten notation under the
oil and gas |leased and oil...CBM adverse oil and gas which

18
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woul d be the interest sought to be pooled pertaining to L-48,

correct?

A
Q

That’s correct.

In L-48, all of the exhibits except A page

two have it correct, is that right?

A
Q

That’s correct. That is correct.

S0, B-3 and E report the number that you’ve

witten here in hand, and for sonme reason or other, A page

two, got it wong?

A
Q

That’s correct.

And you’re going to file an amended A, page

two with regard to that to show 96. 60 percent |eased and 3. 40

oil and gas interest to be pool ed?

A
Q
A
Q

drilled and/ or

A
Q
next col um?

A
Q

That’s correct.
The next columm shows the coal | ease status?
Correct.

Then the next columm identifies wells

permtted within these units?

It does.

Okay. Then we’ve got permit numbers in the

Yes.

And the date of issuance of those permts

19
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and the depth of the various wells?

A Yes, it is.
Q kay. Wth regard to the PGP units L-46, L-
47, L-48, the cost represents the cost of one frac well in

each case, is that correct?

A That’s correct, 1t does.

Q Wth regard to the BPC units K-9, K-10, K-11
and K-12, is that the allocated cost fromExhibit G page two
whi ch captures the total |longwall costs that are applicable
and then uses the percentages of production attributable to

the unit to allocate those costs?

A. Yes, it is.
Q Ckay. And |-22, again, because it’s a frac
unit would be the cost of one frac well, is that correct?

Yes, it is.

Ckay. And with regard to frac units,
regardl ess of whether or not there are nore wells proposed
for the unit because of mne plans, the allocation for frac
production is indeed only one well?

A It is.
Q That’s all I have with regard to
t hese...these itens.

BENNY WAMPLER: Any questions from nenbers of the

20
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Boar d?

SANDRA RIGGS: In the Gakwood |1, the costs that you

have outlined here is the cost of participation percentage
that you use for the...to apply your percentage interest
agai nst ?

MARK SWARTZ: Right. To give you an exanple, just

take K-9, the Norfol k Southern has a 16.075 percent of unit
interest which once it kick...and there’s two panels

i nvol ved, 11 and 12, and the division of interest in panel 11
is 2.6877. So, that...you know, that’s a tract there and
then the panel 12 is 5.57432, which would be the sane for
each one of these frac units. The allocation of costs takes
the total costs which for panel 11 are $641, 000 and change,
panel 12, $419,000 and change, and then it uses the interest
on a percentage basis to reduce that cost down to what’s

reported and that’s true of all of these.

SANDRA RIGGS: So, this is the bottomli ne.

MARK SWARTZ: This is the bottom i ne.

SANDRA RI GGS: Ckay.

CLYDE KI NG: Mark, I’'m sorry. Nothing below...

everything’s below 800 feet?

LES ARRI NGTON: Ckay. W do have all ocated sone fee

production there and I do have that.

21
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MARK SWARTZ: Ckay.

LES ARRI NGTON: Okay. So like in the L-46 interest,

Norfol k Southern, | believe, the total outstanding interest
is 1.9375 percent shown on Exhibit A page two. Norfolk
Southern’s fee interest in that unit, in that percentage,
will be 0.66514375 percent; and then there’ll be 1.27235625
percent going into escrow as a conflicting claimwth the
ot her coal owner.

BENNY WAMPLER: Are you going to share that docunent

W th us?
(No audi bl e response.)

SANDRA RI GGS: So, where they have a fee ownership

there woul d be no need for escrow because they own the gas
and the coal ?

MARK SWARTZ: Ri ght .

SANDRA RI GGS: But where they only own one or the

other, then that proportion of their interest would have to
be escrowed because it’s in conflict with another claimant.
(Les Arrington hands out exhibit.)

BENNY WAMPLER: Are all of these wells drilled? Are

these costs...what I'm going to is, are these costs the
actual costs?

LES ARRI NGTON: They are all drilled. At the tine |

22
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filed the application, it was for drilling costs. It wasn’t
for frac costs because it wasn’t done at that point. The
drilling had been completed. And I will say that’s for L-46,
L-47, L-48.

BENNY WAMPLER: So, you’re saying the frac costs are

not i ncl uded?

LES ARRI NGTON: It’s included as an estimated cost.

BENNY WAMPLER: Oh, they are estimated. Ckay.

O her questions from nenbers of the Board?

MASON BRENT: On...you indicated 11 and 12. I can’t

find themand | ocate themon the plat of your application.

can’t see that you have cited on this plat here.

MARK SWARTZ: You nean the wel | ?

MASON BRENT: The wel | .

MARK SWARTZ: Ckay.

LES ARRI NGTON: There wasn’t a well actually located

in those units. These are longwall panels and it may be
| ocated in another unit.

MASON BRENT: Ckay.

BENNY WAMPLER: Does it nmake sense to you?

MASON BRENT: Yeah.

BENNY WAMPLER. Ckay. O her questions?

SANDRA RI GGS: Wiich two are those, Les?

23
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BENNY WVAMPLER 11 and 12.

MARK SWARTZ: 11 and 12.

(Benny Wanpl er and Sandra Ri ggs confer.)

MARK SWARTZ: Just to nmake sure that we mninze the

confusion to the extent that there is any. |If you | ook at
11, for exanple, as I’11 just show you, there is...there is a
plat of the unit which is Exhibit A---.

BENNY WAMPLER: Ri ght .

MARK SWARTZ: ---whi ch does not show a well. But

there is a map of the underlying |longwall panels and it does
show a net hane production hol e nunber 148, and ny question

for you is whether or not that is...has been permtted as a
CBM wel | and per haps shoul d...should have been on the plat?

LES ARRI NGTON: No, it has not.

MARK SWARTZ: Okay. All right. So, it’s that

MPH148 is not a producing permtted CBM wel | ?
LES ARRI NGTON: No.

MARK SWARTZ: Ckay. Wth regard to the---.

MASON BRENT: You’re pooling the unit, but there is

no well on the unit.

LES ARRI NGTON: That’s correct.

MARK SWARTZ: That’s producing. Correct. Is the

sane true for 12...okay, 12 where, you know, the m ne map
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does show a hole and ny question for you is whether or not
that hole has been permtted as a CBM wel | ?

LES ARRI NGTON: No, it has not.

MARK SWARTZ: Okay. So, that’s why we are not

show ng wells on Exhibit A?

LES ARRI NGTON: That’s correct.

MARK SWARTZ: Ckay.

SANDRA RI G&GS: So, that’s a BBH?

MARK SWARTZ: Correct. That’s all.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: Do you want to summari ze your

request, M. Swartz?

MARK SWARTZ: Okay. I’'m requesting that the Board

pool three Pocahontas Partnership applications for Cakwood |
units which would be L-46, L-47 and L-48. That the Board
grant Buchanan Production Company’s four requests for the
creation of GCakwood | and Il units which are K-9, 10, 11 and
12 and Buchanan Production Company’s additional requests for
one...the pooling of one CGakwood | unit, which is unit 1-22.

BENNY WAMPLER: |Is there a notion to that effect?

MASON BRENT: M. Chairnman, can we do all of those
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in one notion since it involves different entities?

BENNY WAMPLER: | think you can as long as...as |ong

as we distinguish what we’re doing. If you prefer to
separate that, it won’t...it won’t hurt to do that. But I
think as |long as, you know, we have a clear record that the
request is for the pooling of PGP L-46, L-47, L-48 for
Cakwood |, for Buchanan Production Conpany |-22 for Gakwood |
and K-9, K-10 and K-11 and K-12 for | and I1I.

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

applications as submtted.

BENNY WAMPLER: Mot i on---.

CLYDE KI NG Seconded.

BENNY WAMPLER: Motion and second. Any further

di scussi ons?

CLYDE KING | have one other question, M.

Chai r man.

BENNY WAMPLER: Yes.

CLYDE KING Are these...is there anyone here from

the railroad, Norfol k & Sout hern?

MARK SWARTZ: No.

LES ARRI NGTON: No.

BENNY WAMPLER: Ckay. | have a notion and second.

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

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER: Qpposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval

MARK SWARTZ: Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from Equitable Production Conpany. Wile they
transition, we’ll stand up and break if the Board wants to a
m nute while they reconfigure and get the folks in here.

(O f record.)

BENNY WAMPLER: Ckay. The next item on the agenda,

the Board will consider a petition from Equitable Production
Conpany for an exception to the Roaring Fork Coal bed Gas
Field Oder, VGOB-94-02/15-0435, and the establishnment of a
unit for production of coal bed nethane gas and coal bed

met hane gob gas produced fromthe seal ed gob area identified
as Bullitt Mne CBM Gob Unit | ocated on the Appal achi a

Quadr angl e, docket nunber VGEOB-99-08/17-0740; and we’d ask
the parties that wish to address the Board in this matter to
conme forward at this tine.

JIMKISER M. Chairman, JimKiser on behal f of
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Equi t abl e Production Conpany. Qur witnesses in this matter
will M. Carlos Smth of Penn Virginia Coal Conpany and M.
TimLewi s of Equitable Production Conpany. Before we get
started and I kind of explain what we’re trying to do here,
before we get into the testimony, I’d like to pass out not
only Mr. Smith’s resume to the Chairman and Board Members,
but new maps on which the only change is nethane is spelled
correctly. W had a third party surveyor do these and they
spelled it nmethene rather than nmethane. So, we wanted to
make sure we got that corrected and we got theminto the
record.

(Jim Ki ser hands out exhibits.)

JIMKISER | may kind of just go through the
exhibits first. W have an Exhibit A, which shows a outline
of the entire Bullitt M ne enconpassi ng 4524. 70 acres; and
then Exhibits One through Seven are surveys of the...of each
of the seven separate units that we’re seeking to establish
in this miscellaneous petition. They’re each laid out
individually and tied to state plane coordinates. What we’re
seeking to do through this m scell aneous petition is to
except this acreage fromthe...essentially above drainage
fromthe Dorchester seam and above out of the Roaring Fork

Fi el d... Coal bed Methane Field Rules Oder in order that we
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don’t have to drill under eighty (80) acre spacing. What we
intend to do, or what we hope to do under whatever order the
Board nmay issue, is to produce gob gas fromthe m ne out of
the abandoned Dorchester seam in the Bullitt mine. We’re
going to have two witnesses here today. M. Smth is a
pr of essi onal engi neer with Penn Virginia Coal, and then M.
Lew s who is an engi neer with Equitable Production Conpany.
TIMLEWS: Ceol ogi st.
JIM KI SER A geol ogi st with Equitable Production
Company. I’'d like to call Mr. Smith first. And, Mr. Smith,
if you’d...let me get these two guys sworn.

(Wtnesses are duly sworn.)

CARLCS SM TH

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Smith, you’d note your...state your full
name for the record, who you’re employed by and in what
capacity?

A My name is Carlos Smith. I’'m employed by

Penn Virginia Coal and I'm the manager of development for
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t hat conpany.

Q Now, referring to Mr. Smith’s resume, which
the Board nenbers have a copy of. If you could just briefly
go through both your educational background and your work
experi ence.

A My educational background is a Bachelor’s
Degree from the University of Kentucky in 1978. 1It’s Civil
Engineer with mining options. In ‘78, I began working for
Signon Enterprises as a engineer, just a regular mning
engi neer doi ng surveying and m ne planning and that sort of
thing. | worked for a nunber of different conpanies in
Kentucky and West Virginia and Virginia, to nention a few of
them Di anond Shanrock, Fal con Coal Conpany, Amherst Coa
Conpany, Arch of West Virginia, (inaudible) Coal Conpany and
Penn Virginia Coal. Most of ny career is spent on surface
mining and underground mining. I’ve managed mines. I’ve
basically been in charge of themfor...to run them to design
them to plan them to inplenent them and sonetines to cl ose
them. So, I’'ve got roughly twenty years experience in the
mning industry. Feel free to ask questions if you want to.

JIMKISER: Mr. Chairman, I’'d like to submit Mr.
Smth as an expert witness for this particular application.

BENNY WAMPLER: Without objection, he’s accepted.
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Q Ckay. Carlos, can you sort of in your own

words...I mean you’re familiar with the Bullitt Mine,
correct?
Yes, | am
Q Coul d you kind of take us on a...both a
hi storical...give us sone historical background as to the

m ne, particularly the Dorchester seam and then after that,
sort of take us on a tour giving us the make up, or set up,
of the mne as you know it.

A Yeah, | can do that. | started working for
Penn Virginia Coal in 1992, in February. This mne was in
operation at that tine, had a longwall unit and two
continuous mner units in it driving gate entries. Those
gates woul d have been in gob gas Unit EE | was in the mne a
number of times. The mine is in the Dorchester seam. It’s
located in Appalachia, Virginia. It’s roughly forty-five
hundred acres of territory that’s been mined out. 1It’s
current status is that it’s closed and sealed. Westmoreland
Coal Conpany was the operator when they were a | essee of Penn
Virginia Coal. They went into bankruptcy several years ago
and went through that bankruptcy and canme out of it. During
that tinme, they were required to seal the mne. The mne is

actually below drainage. 1It’s not a true shaft slope mines,
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but it does have an air shaft at the Lindon |ocation, which

is in the gob gas Unit B and on the bottom of your map, there

are fans...set of fan entries that exits to the outside and
the slope that cane out to the original plan; and I can show
you where that’s at, if you’re...if you want to look at it.

Q And you’re referring to the Exhibit A, the
map of the entire m ne?

A. Yeah, it’s on Exhibit A.

MAX LEWS: Is that...is that fan sealed off now?

A. Yeah. Al the outside entries are seal ed

with the exception of the Lindon shaft, and it has roughly 40

to 50 feet of water in it and they’re nonitoring the water
levels inside the mine with the shaft. The mine’s twenty
plus years old. It started out as a continuous m ner
operation. At one tine, it had eight continuous m ners
operating in the mne. It was converted to a | ongwal
operation and you can see the nunber of panels is extensive.
They basically mned all the |ongwall coal and then went
back to continuous mners as part of Unit D in the gob gas.
Next to the bottomright hand side of your map is the | ast
works that were in the mne. Wat you see broken out into
the units is an effort by Timand | to clearly identify the

internal ventilation of the mne itself and the...we took a
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ventilation map and...that had the seals on it and basically
outlined these units to segregate theminto small er nanagabl e
bl ocks that you can do sonething with. Wat el se would you
i ke to know?

Q Are each of these...we’re seeking to
establish seven...seven separate units through this
application. Are each of these units separately seal ed?

A As far as we can tell and to the best of our
know edge they are.

Q Ckay. Now, to the best of your know edge,
is Penn Virginia the fee owner neaning surface, coal, oil and
gas, coal bed nethane gas of this entire forty-five hundred
plus acres, with the exception of a 1.38 acre tract that Penn
Virginia doesn’t own?

A Yes, it is.

JIMKISER And M. Chairman, that is in...|I
believe that tract is in Unit...Gb Gas Unit D, and at the
tinme we are trying to obtain a voluntary | ease fromthe owner
of that 1.38 acres. Now, it will probably be...should this
petition be granted, it wll probably be the last unit we
devel ope, and if we should not be able to obtain a voluntary
lease, we’d come back before the Board to...at a later date

to force pool that interest.
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BENNY WAMPLER: Was that B as in Boy?

JIMKISER: D as in David.
BENNY WAMPLER: D. Ckay.

Q Now, Mr. Smith, obviously you’re here with
us today testifying. We’ve had extensive conversations and
meetings with Penn Virginia regarding the devel opnent of this
gob gas fromthe Dorchester seam You all have received
notice and are well aware of what it is we would |ike to do
and have no objections to that, is that correct?

A No, we have no objection.

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

BENNY WAMPLER: Questions from nenbers of the Board?

MAX LEWS: Do you all own the surface, too?
JIM KI SER  Penn Virginia does.
CARLOS SMTH. W do. At one point in tinme, we just

owned the Dorchester seamuntil |ast year and we purchased
the rest of the...a portion of this tract from Wstnorel and
Coal Conpany.

BENNY WAMPLER. So, you own...you own all of the

seans bel ow Dor chester?

CARLOS SM TH: Yeah, we owe it in fee now.

BENNY WAMPLER. O her questions of this w tness?
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JIMKISER And it is all under |ease to Equitable
Production Conpany, with the exception of 1.38 acres.

SANDRA RI GGS: I don’t think the Board has ever

created field rules that distinguish that layer. Do you know
what | nean?
JI M KI SER  Uh-huh. R ght.

SANDRA RI GGS: So, you’re saying Roaring Fork woul d

stay in place below the Dorchester, but the Active Gob Field
Rule would be the Dorchester and up. So, you’'re actually
overl aying one Field Rul e over another.

JI' M KI SER No.

RICHARD G LLIAM O do you want to reclassify the

above seans as well the Dorchester seamin this request?
JIM KI SER Ri ght. W want to except anything from

the Dorchester and above out of the Roaring Fork. We don’t

want to...it’s not an active gob. It’s an abandoned---.
SANDRA RI GGS: Sealed gob. I'm sorry.
JIMKISER  ---seal ed gob.
SANDRA RI GGS: But the Roaring Fork would stay in
place below the Dorchester? 1Is that what you’re saying?

JIM KI SER: Yeah, we’d like it to in case we want to
drill any frac wells in there. I mean, I think you’d want it

to, too.
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RICHARD G LLIAM So, this is essentially fromthe

Dor chester up only?
JIM KI SER Ri ght.
RI CHARD G LLI AM Yeah.

JIMKISER And M. Lewis will speak about, you
know, how many...how he’s getting the plan of development and
why, you know, we don’t want to it do under eighty acre
spaci ng and that sort.

BENNY WAMPLER: Go ahead and cal |l your next w tness.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR LEW S:

Q Mr. Lewis, if you’d state your name for the
Board, who you’re employed by and in what capacity?

A My full name is Richard Tinothy Lewi s and
I'm employed by Equitable Production Company out of
Ki ngsport, Tennessee.

Q And you have previously testified before
this Board on several other occasions and your qualifications

have been accepted as expert witness in the field of geol ogy
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and reserves. But could you just...since it’s been a while,
could you kind of go through again both your educational and

wor k experience?

A | received a Bachel or of Science in Geol ogy
from Morehead State University in 1980. 1It’s in Morehead,
Kentucky. I received my Master’s Degree in Geology from

Wright State University in Dayton, Ohio in 1986. I’ve been
enployed in the oil and gas industry since about m d-1981.
I’ve worked for Equitable Production Conpany since 1991, so
about eight years or a little bit over. | worked in coal bed
methane off and on during that time. I’m currently working
with the coal bed net hane devel opnent in Wse County and the
Roaring Fork area.

JIMKISER. M. Chairman, we’d ask that Mr. Lewis
once again be accepted as an expert witness for the purposes
of this application.

BENNY WAMPLER: Without objection, he’s accepted.

Q Tim could you go over for the Board what
the basic plan of developnent is, if we should get this
application granted today, how you plan to devel op the gob
gas fromthe Bullitt M ne?

A Vell, what we would Iike to dois if we

recei ve each of these as units, go in and drill the well in
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most up depth portion of those units. That’s where the gas
woul d nost likely mgrate to. Test that well and see what
type of rates we are and then based on the econom cs of that,
we could go back and have maybe, two to three wells per...per

unit, depending on rates, economc limts and what we see

there. It’s really basically simple.
Q So, each...the nunber of wells in each unit
will be determ ned upon by...the econom cs dictated by the

economics of that first well that’s drilled and---7?

A Ri ght. The econom cs and size of the units.

Q Ckay. And then all of this production wll
be fromthe Dorchester seans and the associ ated strata above?

A That’s correct. From the Dorchester seam
and associ ated strat a.

Q And do you have any...I know it’s...in this
particular case, it’s probably tough, but do you...have you
been able to work up any production estinates?

A | have, you know, played with sone rough
estimates in here. We believe we’re probably looking at
wells, probably in the 250-300, 000, 000 range of recoverable
reserve

Q And the average cost of these wells?

A The coal costs is approxi mately about
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$40,000; total completed wells costs, you’re looking at $65-
70,000 as a gross cost.

Q Now, this is essentially just information
that we’re providing for the Board. This is not a force
pooling application. It could be if we don’t get a voluntary
| ease and deed, we may cone back, but these figures are
basically estimates for informational purposes only. The
royalty interest owner in any of these units other than the
small interest in Gob Gas Unit Dis...to your understanding,
is Penn Virginia, correct?

A That’s correct.

MR, KISER: Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: What about the depth of the wells?

What...what...I know you’re---.

TIMLEWS: You’re probably looking at around 800 or
900 feet. What we’ll probably do is either drill down right
to the mine. We don’t want to drill into the mine and cement
our 7 inch back to the surface and then go back in and drill
out of that plug and drill into the gob section at that
point. That way, you’d protect yourself above, basically.

BENNY WAMPLER: Do you have the acreage within each

one of these units cal cul at ed?
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TIMLEWS: Yes, it’s listed on there. They range
anywhere, | think, fromup 35 acres to a little bit under
2,000 acres.

JI M KI SER  Yeah, they are listed on each...each
i ndi vidual map or plat has a...has the nmetes and bounds
attached to it with the cal cul ated acreage.

BENNY WAMPLER: Do you envision that any of these

well's, or the establishnment of any of these units, would in
any way interfere with any future production by Penn Virginia
or any of the conpanies that nmay have access to the
coal ...any coal production?

TIMLEWS: Any coal production...I...I think I’d
have to defer to Carlos on that since he’s actually working
the coals. But I don’t...I don’t foresee that.

CARLOS SM TH: W have sone surface operators that

have | eases above this, but we can probably work around it.

That’s what we normally do.

CLYDE KING M. Chairman, | have one question.

BENNY WVAMPLER: M. Ki ng.

CLYDE KING You nentioned the water a whil e ago.

Does this do anything to the water table in that area?
TIMLEWS:. Are you asking ne or Carl o0s?
CLYDE KI NG Which ever.
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TIMLEWS: We don’t plan on producing the water out
of the mine. We’d like to stay out of the water. So, |
don’t...I don’t think we’re going to adversely affect the
ground water table. We’re going...if you’re thinking we’re
going to draw barrels and barrels of water out of that mne
no. That’s not our intent at all.

MAX LEWS: | think you m sunderstood his question.

I believe he’s talking about the other wells. Private wells
on and around that. |If you get real close to it, would it
affect their water?

TIMLEWS: I don’t believe so.

MAX LEW S: That’s what you’re talking about.

CLYDE KING Ri ght.

TIMLEWS: We’ll do water quality checks. But
we’ll cement that 7 inch back to protect ground water which
was in that area. About 350 feet or 400 feet in depth is the
best ground water in that area.

BENNY WAMPLER: In the area...in the Unit D

which...an all of the other units, as | understand it, |
believe you stated for the record that you have the coal and
gas ownership, you either own it or you’ve leased it.

JIM KI SER Correct.

BENNY WAMPLER: In Unit D, you nay...you may not.
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JIM KI SER: There’s a 1.38 acre tract in there.

BENNY WAMPLER: 1. 38 acre tract.

JIM KI SER: And we’ve identified as not being Penn
Virginia. They have received notice of this hearing and we
are attenpting to obtain a lease fromthemat this point.

BENNY WAMPLER: And for the record, they’re not

her e?
JIM KI SER: They’re not here.

BENNY WAMPLER: There’s no one come forward, just so

we have that docunented fromthe record. As to the nunber of
wells in Unit D, do you have a proposal of the nunber of
wells that you would...you would drill in Unit D?

TIMLEWS: At this time it’s just a rough idea and
we...we go back...obviously, we would...we drill one well in
the beginning in the up tip edge trying to get the nost gas,
you know, to see what the production is on that. Go back and
maybe drill two to three, possibly four wells. That is one
of the larger panels. Assum ng...assumng the conditions are
right for it economcally.

BENNY WAMPLER: You anticipate for Unit D that

$70, 000 woul d be your conpleted well costs there as well.
TIMLEWS: That’s their estimates now.

BENNY WAMPLER: |s that your estinmate?
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TIMLEWS: Yes, that’s...that’s Equitable
Production’s estimate.

JIM KI'SER And, of course, M. Chairman, if we
don’t get them under voluntary leases, we’d have to come back
and this is all...we’d go through all of this again for the
pur poses of force pooling that interest.

BENNY WAMPLER: I understand that. I’'m...I’m just

dealing with sone of the issues about the nunber of wells

that we nay be authorizing here at this hearing if we were to

conme back.
JIM KI SER: You can’t redo what you’ve already done.
| under st and.
BENNY WAMPLER: If we’ve locked something---.
JIM KISER Ri ght.
BENNY WAMPLER: ---without the party actually having
that as part of the discussion. You said Unit D would be one

of the last units that you plan to develop. |Is that---?
JIM KI SER: Only because right now we don’t have a
100 percent of the rights.

BENNY WAMPLER: So, that’s what you’re---.

JIMKISER Right. Now, if we were to obtain a
| ease in the next week or two, you know, I don’t know how

t hat woul d change where it woul d be.
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BENNY WAMPLER. Wbul d that create a problemto have

that unit be a provisional unit?
JIMKISER: T don’t think so. No.

BENNY WAMPLER: You know, just in the event

that...not to hold you up.

JIM KI SER: Right. You’re trying to protect their
rights. | understand. All right.

BENNY WAMPLER: But to protect the rights so that

we’re not...we don’t have the parties here, you know.

JIM KI'SER | under st and.

BENNY WAMPLER: Any ot her questions from nenbers of
t he Board?

CLYDE KI NG: so, we’re really exempting D in this
application?

BENNY WAMPLER: Well, we’re talking about a

provision...what | was discussing wwth themis whether or not
we set up...they’ve asked for the exception, you know, from
the Field Rules wwthin D, just that one unit, of whether or
not we’d do a provisional approval there, allowing for one
$70,000 well wuntil such time as they either work out a | ease
with the parties or cone back here for the pooling and then,
you know, if we approve additional wells, the parties know

what the costs are going to be then. Then they can...you
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know, can nake their election as to participation and all of
that rather than us locking in at sonme other nunber. Does
that unreasonably interfere wth anything that you plan to
do? If you need to time to talk that over, we’ll take a
break and |l et you do that.

JIM KI SER  Yeah, let ne take a m nute and consult
with ny client, but---.

BENNY WAMPLER: Does t he Board under st and?

(No audi bl e response.)

(Of record.)

JIM KISER: Mr. Chairman, if I might, I’m not 100
percent sure, and I’'m sure you can educate me, as to why
you’d want to establish...I mean, I don’t think we really
have a problem with it, but I’'m not sure as to why you’d want
to establish this one particular unit as a provisional unit,
because what we’re doing here today is, you know, excepting
that acreage...that particular acreage out of the Roaring
Fork fromthe Dorchester and above and establishing these
i ndi vidual units. Now, before we can do...before we could
drill a well in that Gob Gas Unit D, we would have to get a
permt and either obtain a voluntary | ease fromthat owner of
that 1.38 acres or force pool them

SANDRA RIGGS: | think...l think the i ssue as under
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45. 1-361(20), there are a series of findings that the Board
has to make.
JI M KI SER Uh- huh.

SANDRA RI GGS: And what you’re saying is that your

development hasn’t progressed to the point yet that you can
answer all of those questions?

BENNY WAMPLER: You see, the issue here is typically

...I mean, I see your point and that’s a wvalid point.
However, typically this entire area would be provisional, and
maybe it should be, you know, from a standpoint---.

JIM KI SER: Right. But you’ve only got one royalty
interest there.

BENNY WAMPLER: ---that you have to establish...you

need to drill the well and establish production.
JIM KI SER  Ri ght.
BENNY WAMPLER: | was just trying to go to the one

and nmake it provisional.
JIMKISER But all the rest of the units are under
a voluntary | ease.

BENNY WAMPLER: I understand that and that’s what I

was sayi ng.
JIMKISER Right. Ckay.

BENNY WAMPLER: But still, I’'m just talking about
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typically---.
JI M KI SER  Ckay.
BENNY WAMPLER:  ---in dealing with the field rules.

You see---7?
JIM KI SER: Right. Well, we don’t have a...| nean,

we don’t have a problem with it.

BENNY WAMPLER: As a typical---.

JIMKI SER | was just trying to understand why you
wanted to do that.

BENNY WAMPLER: It was to neet the...you know, neet

the intent here of establishing the field rules, plus, you
know, making sure that we...we don’t lock in something here
that...and I know that you’re not trying to do that.

JIM KI SER Ri ght.

BENNY WAMPLER: It’s just a matter of making sure

that...that rather than establishing...as an alternative to
establishing the entire area as provisional---.
JIM KI SER  Ri ght.

BENNY WAMPLER: ---to go to that one, since that’s

the one area where you don’t have everything.
JIMKISER Right. And then we can...can we have
| anguage in there that---.

BENNY WAMPLER: Because we can’t determine how many
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wells need to be...really be in any of these.

JIMKISER R ght. Right.

BENNY WAMPLER: Any nore than you can at this point.

JIMK SER R ght. So, then we can nake
that...could we nmake that a provisional unit and then
contingent upon obtaining a voluntary |ease, or com ng back
before the Board for a force pooling, then that...the
provi sional status of that unit would be renoved?

BENNY WAMPLER: That’s what I would anticipate.

JIM KI SER Ckay.
SANDRA RI GGS:  Un- huh.

JIMKISER: We’re fine with that.
BENNY WAMPLER: All right. Do you have anyt hi ng

further?

JIMKISER No, | have nothing further. M.
Chairman, we’d ask that the application be approved as
submtted with the establishnent of Gob Gas Unit D as a
provisional unit with that one caveat to the relief
request ed.

RICHARD G LLIAM | make a notion to approve that.

BENNY WAMPLER: | have a notion to approve.

DENNI S GARBI'S: | second it.

BENNY WAMPLER. Motion and second. Any further

48



© 00 N o o b~ w N P

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

)
1

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

BENNY WAMPLER: All in favor signify by saying yes.

(AI'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed say no.

(No audi bl e response.)

BENNY WAMPLER: It’s approved.

JI M KI SER  Thank you.
BENNY WAMPLER: Thank you. Next on the agenda is a

petition to anend the previous order issued for Unit EH 65,
docket nunmber VGOB-92-03/17-0205, the addendumfiled
identifies the unknown heirs of Nancy Wwod Hi Il for whom
funds are being escrowed in the Board’s escrow account and
the purpose of this filing is the calculation and

di sbursenent to clainmnts of funds on deposit for EH 65 for
the heirs of Nancy Wood HiIl. This is VGOB-92-03/17-0205-01.
We’d ask the parties that wish to address the Board in this
matter to come forward at this tine.

JI' M TALKI NGTON: Thank you, M. Chairman.

BENNY WAMPLER: Yes.

JI'M TALKI NGTON: Ji m Tal ki ngton, Vice President of

Virginia Gas Expl oration Conpany, representing Virginia Gs
Expl orati on Conpany.
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BENNY WAMPLER: Were the other folks that were here

this norning, were they here for this? Do you know?

JI'M TALKI NGTON: Not to ny know edge.

BENNY WAMPLER: Ckay. All right. The record wl|

show there are no others. You proceed then.

JI'M TALKI NGTON: Copi es of the M nute Suppl enent al

and Affidavit as proposed disbursenent of the heirs.
(M. Tal ki ngt on hands out exhibit.)
BENNY WAMPLER Ckay. You may proceed.

JI M TALKI NGTON: As further request to the G| and

Gas Board, I’ve provided you with the Minute Supplemental
Order reflecting the changes...proposed changes. Also, an
anmended Affidavit of the election escrowed and the
Suppl enental Order and an owner by owner breakdown in
accounting of the funds currently in escrow to be disbursed.

Previously, the heirs of the Nancy Wod Hi || Estate were
unknown and unl ocateable to us. Since then, they have cone
forward and provided us with the information on Exhibit B of
t he Anended Suppl enental .

BENNY WAMPLER: Do we have the date that this...the

escrow anount and interest---?

JI M TALKI NGTON: Yes, it’s on the last page of the

exhi bits.
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M. Dtz

yest er day,

BENNY WAMPLER: Ckay.

JIM TALKINGTON: It is dated 7/31/99, according to

the escrow agent of First Virginia. As of even

he was unable to provide ne up to date. This is

the nost current that he was able to provide.

BENNY WAMPLER: The key is that we know what date

we’re talking about here. So, this is through 7/3/99.

all funds

Boar d?

JI M TALKI NGTON: Yes, sir.

SANDRA RIGGS: |s there only one tract in escrow?

JI M TALKI NGTON: Yes, ma’am.

SANDRA RI GGS: So, it’s the total disbursement of

on deposit?

JI M TALKI NGTON: Yes, ma’am.

BENNY WAMPLER: Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M TALKI NGTON: No, I don’t.

BENNY WAMPLER: |s there a notion to approve

di sbur senent ?

CLYDE KING | so nbve, M. Chairnman

DENNI S GARBI S: 1’11 second.

BENNY WAMPLER. Motion and second. Any further
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di scussi ons?
(No audi bl e response.)

BENNY WAMPLER. All in favor, signify by saying yes.

(AI'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

Thank you for the way you presented that. That’s a very good
presentation on that.

The next itemon the agenda is a petition from
Buchanan Production Conpany for pooling of a coal bed nethane
unit under the OCakwood Coal bed Methane Gas Field I O der
identified as U-33. This is docket nunber VGOB-91-04/30-
0108-01. We’d ask the parties that wish to address the Board
inthis matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. This

is another situation where | would ask that...that you woul d
conbi ne item nunber twel ve on your docket with itens nineteen
and twenty, and the reason for the request is that the
Virginia Departnent of Transportation is the only respondent
inall three of those applications.

CLYDE KI NG Nunmber ten was what ?

BENNY WAMPLER: Nunber twel ve was---7?
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CLYDE KI NG Nunber---

Rl CHARD d LLI AM Nunber twel ve.

BENNY WAMPLER: Nunber twel ve with nunber nineteen

and twenty.

MARK SWARTZ: Twel ve, nineteen and twenty.

BENNY WAMPLER: Any objection to doing that from

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

BENNY WAMPLER: 1’11 go ahead and call the other two

docket nunbers, VGOB-99-09/22-0747 and VGOB- 99- 09/ 22-0748.
Do you know whet her or not the folks that were here this
norning, are they here for either of these three?

MARK SWARTZ: They have left.

BOB LOONEY: | think they left.

MARK SWARTZ: We’re just so effective in the

personal and public relations departnent that we have
addressed those issues.

(Les Arrington hands out exhibits.)

MARK SWARTZ: Ckay. These three applications, in

all instances Buchanan Production is the applicant. They are
all for 80 acre frac units just under GCakwood I. A coupl e of

observations. The...the U 33 unit was pool ed many years ago.
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It was pooled back in 1991. At that point, the only
respondent was Ashl and Exploration. They were in a dispute
with Oxy over a Stickley |lease. They both, Oxy and Ashl and,
had | eases from Stickley which they cl ai ned granted coal bed
met hane rights. So, Ashland was pooled. There were a nunber
of appeals. Utimtely, all of that stuff was settled.
Buchanan Production now has a CBM | ease from Stickley. So,
essentially that problem has gone away. The reason it’s
being repooled is in the process of continuing their research
of title and so forth, it was determ ned that when VDOT
condemned certain portions of the roadway, that you’ll see on
the maps here. They obtained mineral rights and so it’s

being repooled because we’ve discovered that VDOT has an

interest in the...in the unit that was pool ed back in ‘91.
And, of course, VDOI has an interest in these other...in
these other two units as well. There are al so...one of the

applications has a percentage error that’s going to require
the filing of some admitted exhibits and they’re noted in
handwr iting. 1It’s U-34, if you’re look at the schedule that
we handed out. The correct nunbers are on the schedul e and
the...in U 34, the tract identification percentage is correct
wWth regard to Tract Three which is the problemhere; and the

Stickley/VDOT split of interest is 25/75. The tract
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identification is correct. Wat happened was when the

cal cul ati ons were done for Exhibit A page two and Exhibit B-
3 for sone reason or another, 25 percent was attributable to
VDOT’s interest instead of 75. So, we’ve corrected that nmap
error. W wll be submtting a revised B-3 which will show

t hese nunbers and a revised Exhibit A page two which wll
show t hose nunbers. Qher than that, | think the percentages
in...in all respects, and nunbers in all respects, in that
application and the other two applications are correct. W
haven’t found any other problems. But to bring those to your
attention, that’s why that’s been changed.

BENNY WAMPLER: These numbers on this sheet that’s

dated 9/21/99 are correct, the corrected nunmbers?

MARK SWARTZ:. Yes...yes, they are.

BENNY WAMPLER: Ckay.

LES ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Okay, Les, I’11l just remind you you’re still

under oat h.
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A Yes.

Q Did you prepare the notices and the
applications and supervise the preparation of the exhibits
t hat have been submtted with regard to the applications
concerning U 32, 33, and 34?

Yes, | have.

Ckay. And you did that as an enpl oyee of

Consol ?
Yes.
Who is the applicant?
A The applicant is Buchanan Production
Conpany.
Q Ckay. And is Buchanan Production Conpany a

Virginia General Partnership?

A Yes, it is.

Q Are it’s two partners Appalachian Operators,
I nc. and Appal achi an Met hane, Inc.?

A Yes, it is.

Q And are those conpani es indirect
subsi di ari es of MAN Cor porati ons?

A Yes.

Q | s Buchanan Production Conpany authorized to

do business in the Commonweal t h?
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A
Q

Yes, it

is.

VWho are you requesting in these three

applications to be appointed desi gnated operator?

A
Q

Consol ,

I nc.

| s Consol ,

I nc.

a Del aware Cor poration

aut hori zed to do business in the Conmmpnweal t h?

Q

Yes, it

is.

Has Consol ,

I nc.

registered wwth the

Departnent and does it have a bl anket blond on file?

Q

Yes, it does.

Has the managenent conmm ttee of Buchanan

Production Company previously delegated to Consol “The

authority to explore,

assets of Buchanan Production Company”?

A
Q
A
Q

Yes, it has.

And has Conso

Yes, it has.

accepted that del egation?

The only respondent in each of these three

applications is the Virginia Departnent of Transportation,

that correct?
A
Q
A

Yes, it

is.

Unit U 33 was previously pooled, correct?

It was.
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respondent,

A
Q

And the respondent at that point, the sole
was Ashl and Expl oration?
Yes, it was.

And did that concern a dispute regarding

Al fa Stickley?

A

> O >

Q

Yes, it did.

Has that di spute been resol ved?
Yes, it has.

Has it been settled wth Ashl and?
Yes, it has.

And has Buchanan Producti on Conpany obt ai ned

a lease fromthe Stickley heirs with regard to CBW?

A
Q

Yes, it has.

Wth regard to the |lease terns that you

woul d recomrend be included in any order, what woul d those

be?

royalty,

A

A dol | ar per acre per year, one-eighth

a five year termand this is payable on...as a

rental on an annual basis until production begins.

finally?

Q
A.

And it only applies to CBW
Yes, it does.

Are there any di scussi ons ongoi ng with VDOT
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A Alfa...the Stickley heirs are negotiating
with VDOT and the Attorney Ceneral in R chnond at this tine.
Q Ckay. So, there is, at least with regard to
this...these particular units, an effort by sone of the
| andowners to resol ve issues with VDOT?
A Yes...yes, it is.
Q Okay. Are each of these units 80 acre
Gakwood units?
A Yes, they are.
Q And is the applications to pool in these
frac units under Gakwood |7?
Yes, it is.
Is...is the devel opnent plan to devel op al

coal seans below the Tiller?

A Yes, it is.

Q And is the target fornation again the
Pocahon...in general, the Pocahontas Three sean?

A Yes, it is.

Q In Exhibit B-3, have you set forth the

departnents undi vi ded percentage of interest in each of the
uni ts?
Yes, we have.

Q And that would be relevant to their royalty
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interest...to VDOT’s royalty and any participation that they
m ght opt to pursue?

A Yes, it woul d.

Q Okay. Is the plan of development that’s
depicted in these three applications a reasonable plan to
devel op coal bed net hane?

A Yes, it is.

Q And will it indeed...this devel opnent indeed
contribute to the protection of the correlative rights of al
owner s?

A Yes, it does.

Q Referring to the spreadsheet that you passed
out today, does it have information with regard to U 32, 33
and 347

A Yes, it does.

Q Ckay. Is the information, except for the
handwitten notations concerning U 34, taken directly from
each of the applications?

A Yes, it is.

Q And it’s to accumulate that information and
present it to the Board in a schedul e fornf

Yes, it is.

kay. Wth regard to U- 32, we’re seeking to
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pool what interest?
A We’ re seeking to pool 1.03125 percent of the

coal, oil and gas interest.

Q Ckay.
A We...we have a 100 percent of the coal
| eased.
Q And 98. 96875 percent of the CBM | eased?
A Yes, we do.
Q Ckay. Wiat interest are you seeking to poo

wth regard to the U 33 application?

A 1.85625 percent of the coal, oil and gas,
and we currently have under |ease for coal bed net hane
98. 14375 percent. W have a 100 percent of the coal |eased.

Q Wth regard to U-34, what are you seeking to
pool and what do you have | eased?

A We’re seeking to pool 0.028125 percent of
coal, oil and gas and we have | eased 99. 971875 percent of the
coal, oil and gas with a 100 percent of the coal |eased.

Q Now, each of these three units has nmultiple

wells in the unit, correct?

A Yes, it does.
Q And why is that?
A Due...due to Buchanan #1 m ne | ongwal | panel
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m ni ng.
Q Wi ch is under there?
A Yes, it is.
Q And ultimately, we will probably be back

here to pool this as...under Gakwood I1?

A We certainly will.

Q Okay. The cost, though, with regard
to...that are assigned to each of these units as a
participation cost factor. Could you tell the Board how
t hose are cal cul at ed?

A Yes, those are averaged. The total cost you
see there is the average cost for the wells within those
units and you’ll note that some wells...some units have more
wells than others and that’s just due to the mining.

Q Okay. And the costs you’re seeking on these

frac applications to allocate as a participation cost is the

average cost, or the cost of one average well in each unit?
A That’s correct, 1t 1is.
Q That’s all I have with regard to these three

appl i cations.

BENNY WAMPLER: Coul d you go into the nultiple wells

in Gakwood |, a discussion on thenf

LES ARRI NGTON: Yes. We...we have drilled the frac
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wel | s ahead of...way ahead of mning and, at this tinme, just
removing the frac gas at this point. The mining hasn’t
devel oped. . . devel oped up al ong our proposed areas at this
poi nt ..

BENNY WAMPLER: Do you have a mne plan on file with

the office?

LES ARRI NGTON: Yes, sir, we do.

BENNY WAMPLER: That would reflect this for these

wel | s?

LES ARRI NGTON: | woul d suppose we do, you know.

We...we...I'm sure we have to have a mine plan within a year
ahead and this is certainly within that.

BENNY WAMPLER: Do you agree to insure that we do?

LES ARRI NGTON: Yes, | wll.

MARK SWARTZ: Well, when the permt applications

were filed, Les, wouldn’t the ordinary course of mine plan be
submtted to get the | ocation exceptions?

LES ARRINGTON: |...l1 file a plan...a copy of it

with Tom’s office.

MARK SWARTZ: Right. So, | nean, in the ordinary

course, there should be a plan on file with regard to each of
t hese wel | s?

LES ARRI NGTON: They do have a copy of that.
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BENNY WAMPLER: That’s what I was asking.

LES ARRI NGTON: Yeah, Tom’s office.

MARK SWARTZ: Right. But I mean it’s more of a

permtting---?

LES ARRI NGTON: | thought you neant down your way.

BENNY WAMPLER: No. No, | nmeant with the Gas and

O | Board.

LES ARRI NGTON: No. No, Tom does have that.

BENNY WAMPLER: | wanted to nake sure it was on

file.

MARK SWARTZ: Ri ght .

SANDRA RI GGS: We’re within one year of mining on

all three of these?

LES ARRI NGTON: On these three.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

BENNY WAMPLER. Do | have a notion for approval ?

MASON BRENT: So npved.

DENNI S GARBI S: I’11 second.
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BENNY WAMPLER. Motion and second. Any further

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

BENNY WAMPLER: All in favor, signify by saying yes.

(Al'l menbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. In your note

you, requested to conbine itens thirteen through sixteen, |
beli eve, saying that there was---?

MARK SWARTZ: Seventeen. | nay have m styped that

not e.

BENNY WAMPLER: That’s okay. Thirteen through

seventeen are the sane parties?

MARK SWARTZ: Thirteen through sixteen are identica

parties. Seventeen has the sane parties as thirteen through
si xteen plus a coupl e.

BENNY WAMPLER: Okay. What’s the best way to do it?

MARK SWARTZ: | would say do themall together

because they’re related, or we can do the four that are
i denti cal . | mean, whatever. But it nmakes sense to nme since
the people...the sane people are in those to do themall at

once.
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BENNY WAMPLER: Okay. We’ll call all...thirteen

t hrough sevent een.

CLYDE KING Thirteen through seventeen?

BENNY WAMPLER: Through seventeen. Yes, sir. We're

going to go ahead...this is a petition from Pocahontas Gas
Partnership for pooling of a coal bed nethane unit under

coal ... Oakwood Coal bed Met hane Gas Field Order and identified
as AA-44, docket nunber VGOB-99-09/22-0741, BB-44, docket
nunber VGOB-99-09/22-0742, CC- 44, VGOB-99-09/22-0743, DD 44,
docket nunmber VGOB-99-09/22-0744, and EE-44, docket nunber
VGOB- 99- 09/ 22- 0745. We’d ask the parties that wish to
address the Board in these matters to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: Do you fol ks need a break while

they’re passing these out or keep going?
(Menbers indicate to keep going.)
(Bob Looney, Les Arrington and Mark Swartz hands

out exhibits.)

LES ARRI NGTON

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

foll ows:
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DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I’11 remind you that you’re under oath.
A Yes.
Q kay. In these...with regard to these five

units thirteen through seventeen, who is the applicant?

A Pocahont as Gas.

Q And what is your relationship to Pocahontas
Gas here?

A I’'m employed by Consol, Inc. as a permit

speci ali st for Pocahontas Gas.

Q Ckay. |s Pocahontas Gas Partnership a
Virgi nia General Partnership?

A Yes, it is.

Q Are it’s two partners Consolidation Coal
Conpany and Conoco, Inc.?

A Yes, it is.

Q Who is...who is being requested to be
appointed as the Board’s designated operator with regard to
each of these applications?

A Pocahont as Gas.

Q Ckay. |s Pocahontas Gas Partnership

aut hori zed to do business in the Commbpnweal t h?
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A.
Q
does it have a..

A
Q

Yes, it is.

Has it registered with the Departnent and
and does it have a bl anket bond on file?
Yes, it does.

Ckay. Now, the names of the people that

you’ re seeking to pool are listed in the notices and also in

Exhibit B-3, correct?

A

Q
44, BB-44, CC-44
respondent s?

A

Q
sane respondents

A

Q
before the Board

A

Q
there are any on

A

They are.
And with regard to applications to pool AA-

and DD 44, are they exactly the sane

Yes, it is.

And then with regard to EE-44, we have the
and we have a few additional folks as well?
That’s correct.

kay. With regard to MMM that we’ve been
before with MMM have we not?

W have.

Ckay. Can you tell the Board whether or not
goi ng di scussions with MM at this tinme?

To ny under standi ng, negoti ati ons have

started again with our Pittsburgh office.

Q

In terns of trying to work sonet hing out
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Q
all frac units?

A

o > O » O »

target seanf?

A
Seam

Q
i nterest of each

A

Right. We’re...we are not directly involved

Ckay. But there is sone effort---7?
Yes, it is.
---to reach a voluntary agreenent?
Yes, it is.

Okay. The...these units are all...are they

Yes, they are.

Under the OGakwood [ ?

Yes.

Ckay. So, they would be 80 acres?

Yes.

What seans are we tal king about here?
Al'l...all coal seans below the Tiller Seam

Ckay. And in general what would be the

In general, the Pocahontas Nunber Three

Ckay. Does Exhibit B-3 set forth the

of the respondents in the unit in question?

Yes, it does.
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Q Ckay. Turning to your schedul e here, your

spreadsheet, are each of the five units |listed there?

A Yes, they are.
Q Ckay. Is this a first time pooling for each
of thenf
Yes, it is.
Ckay. Wien...when was...was a notice
publ i shed?

A In the Bluefield Daily Tel egraph on August
the 26th, 1999.

Q Ckay. And when was notice nmailed to the
respondent s?

A August 20t h, 1999.

Q Ckay. Wth regard to each of the five
units, could you go through and indicate fromthe schedul e
what...what interest you’re seeking to pool by each of the
appl i cations?

A Okay. The interest to be pool ed by
the...for AA-44 is 8.95 percent of the coal, oil and gas.
Now, within that unit, we do have a 100 percent of the coa
| eased. For BB-44, we’re seeking to pool 1.3125 percent of
the coal, oil and gas. Again, a 100 percent of the coal is

| eased. For CC 44, we’re seeking for 1.4875 percent of the
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coal, oil and gas with a 100 percent of the coal |eased. DD
44, 1.6875 percent of the coal, oil and gas with a 100
percent of the coal |eased. EE-44, 2.0875 percent of the
coal, oil and gas with a 100 percent of the coal |eased.

Q Wth regard to the cost in the |ast col um,
is that an average cost or a single well cost?

A The single well cost.

Q And that’s what’s seeking to be allocated
froma participation standpoint?

A Yes, it is.

Q Wth regard to the...to the spreadsheet, are
each of the nunbers reported in these various colunmms taking

directly fromthe various applications?

A Yes, it is.

Q So, it’s just a summary of that information?
A Yes.

Q Wul d you reconmend that the Board approve

t hese applications...each of these applications as indicating
a reasonabl e plan for the devel opnent of the coal bed net hane
resources under each of these units?

A Yes, we woul d.

Q And is it your opinion that the well

devel opnent and coalbed methane development that’s depicted
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in each of these applications, or projected in each of these
applications, is a reasonable way to protect the correlative
rights of all owners of the nethane, not just the fol ks who
are bei ng pool ed?

A Yes, we do.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

MARK SWARTZ: Let ne add sonethi ng regardi ng escrow.

BENNY WAMPLER: Yes.

Q Les, could you refer to the prior exhibit
you passed out and al so one supplenental itemthat we need to
subm t?

A Yes. On the 8 %2 X 14 sheet | passed out
earlier, you’ll see it listed on there as---.

Q It’s the coal owner issues?

A There is sone escrow ng differences here
because sone of the owners only own the Pocahontas Nunber
Three seam and MMM owns all other coal seans and the oil and
gas and you’ll notice on my spreadsheet that I’'ve given you,
you’ll see on there a section that says P3 Harman Section,

well, that’s the amount of percentage that will be held in
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escrow that is in conflict with MMM; and then you’ll notice
over there in the final colum, it says percent to
be...percent in conflict. That’s the amount of the total
that will be held in escrow for MW and the coal owner. Now,
there is one correction that we’ve conme up wth on EE-44.
That total...the MMM total there, we’re reflecting 2.0875
percent, that is the total interest that is adverse. That'’s
two tracts. That’s where the second part...the second group
Mark was referencing at the beginning of the hearing that
there was sone additional people in. So, that...that figure
is not correct. The correct figure there should be for MW
fee ownership should 0.063175...725 percent.

SANDRA RI GGS: Whul d you say that again slow?

BENNY WAMPLER: Repeat, pl ease.

A Ckay. 0.0631725 percent and what that
reflects is their fee ownership in Tract Nunber Two. There
was two tracts here. Tract Nunber Three would be held a 100
percent as conflicting ownership.

Q Is that the only correction you need with
t hat exhibit?

A That is the only...that is the only
correction.

BENNY WAMPLER: You probably noticed in your file
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that MW had requested a conti nuance and that was deni ed.
talked to the folks there. They’ve been trying to sell this
property for sonme tinme, alnost a year now and they said the
reason for a continuance was that they’re trying to sell the
property. They thought they would be able to sell the
property. No real fix on when that could be and I didn’t
feel like that this...any action the Board woul d take
regarding this would interfere with any subsequent owner
anyway. This would all be of record. They would have that
information available to themand | told themthat on the
phone, just for your information.

SANDRA RI GGS: Les, the Exhibit Es to each of these

petitions breaks out the escrow tracts and the percentage to

be escrowed. They don’t change, do they?

LES ARRI NGTON: W have themlisted just as...as

they’re listed on the B-3. But there is a percentage to be
apply to it, but I didn’t know how to put that on there to
show t hat percent age.

MARK SWARTZ: That’s why we have the---.

LES ARRI NGTON: That’s the reason I’ve done it this

way. I didn’t know how to put that on...on that sheet to
make it nore sinple.

SANDRA RI GGS: So, when we get ready for
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di sbursenent, we won’t be using the Exhibit E, we’ll be using
sonet hi ng el se?

LES ARRI NGTON: Probably. | believe that wll be

correct.

MARK SWARTZ: | nmean, the Exhibit E holds...the

number you’ve got holds more money than needs to be held?

LES ARRI NGTON: Say that again.

MARK SWARTZ: The Exhibit E shows sone fee---?

LES ARRI NGTON: Yes, it does.

MARK SWARTZ: --that’s in conflict.

SANDRA RI GGS: Ri ght.

MARK SWARTZ: | nean, it...yeah, so it---.

SANDRA RI GGS: That’s what I'm trying to reconcile.

So, what we normally use Exhibit E for is to track the
escrow account and that’s not going to be the case in these.

LES ARRI NGTON: In those. You know, I wasn’t for

sure howto try to reflect that on there.

BENNY WAMPLER: One thing we need to do is get this

into the record as an Exhibit then so that we can tie to the
two together. Ckay?

SANDRA RI GGS:  Yeah.

MARK SWARTZ: Well, that’s...I mean, that’s why we

offered it. | mean, we offered it in the other one as an
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exhibit and we’re using it in this hearing.

BENNY WAMPLER: | understand, but I’m not sure we

got it | abeled as such.

MARK SWARTZ: Ch, okay.

BENNY WAMPLER: So, | want to tie---.

SANDRA RI GGS: To the order.

BENNY WAMPLER: ---that to the order. Okay?

SANDRA RI GGS: An exhibit to the order

MARK SWARTZ: Ckay. Okay. Well, do you want to

call this---?

BENNY WAMPLER. E-1 or sonething like...Il nean, |

don’t know.

MARK SWARTZ: Well, let’s call it Exhibit...Exhibit

E-2 or sonething. How about Exhibit E-2 so, we know we got a
suppl enent to Exhibit E?
(No audi bl e response.)

BENNY WAMPLER: Ckay. Anything further?

MARK SWARTZ: No.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: Al|l the additional parties that

you’ re planning to add in EE-44 are listed in the Exhibit E?
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LES ARRI NGTON: Yes. Yes, they are. That’s all

noted. There was no parties to be added. There was j ust
add- - -.

MARK SWARTZ: We’ve...we’ve noticed. I mean, 1it’s

got the right |ist.
BENNY WAMPLER: Okay. | neant where you said the

sane parties plus sone others rather than the---.

MARK SWARTZ: Right. And | guess maybe | m spoke,

but, you know, we weren’t...we had noticed it in an
appropriate way and | was just trying to conpare these for
you.

BENNY WAMPLER: Ckay. All right. 1Is there a

nmoti on?

CLYDE KING | so nmbve, M. Chairnman

DENNI S GARBI S: | second.

BENNY WAMPLER: Motion to approve and second. Any

further questions?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on
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the agenda is a petition from Buchanan Producti on Conpany for
pool i ng of a coal bed net hane unit under the OCakwood Gas Field
| order identified as R-35. This is docket nunber VGOB-99-
09/ 22-0746. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. VWile

we’re finding the set of exhibits, you might want to look for
t he schedul ed notes for Septenber 22, 1999 others
because...because it has R 35 as the first entry.

(Bob Looney hands out exhibits.)

MARK SWARTZ: You know why we’re...we filed

this...these exhibits with...with the DGO and we try to file
themearly enough so that they could potentially make it into
your packets. | nean, can we dispense with...with
these...bringing these to hearings because we filed themw th
t he DGO or should we continue to do this. | nean---.

SANDRA RI GGS: They’re not in the packet.

MARK SWARTZ: They’re not in your packet?

LES ARRI NGTON: They’re not.

BENNY WAMPLER: They’re not in our packets.

MARK SWARTZ: Ckay. All right.

BENNY WAMPLER: So, I don’t know when---.

LES ARRI NGTON: See, | try to get themin a
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week...one week prior to the hearing.

BENNY WAMPLER: That may be after she has mailed the

packet and | nade the copies.

MARK SWARTZ: Oh, okay. Al right. So, we need to

keep bringing them. That’s fine.

BENNY WAMPLER: | nean, if we can coordi nate that,

certainly that’s...that’s fine. But we’d have to have them
early enough so that...because the Board wants fairly---.

MARK SWARTZ: Well, maybe we’ll find out---.

BENNY WAMPLER: We’re trying to get the Board the

material at | east a week in advance of the hearing.

MARK SWARTZ: Ri ght .

LES ARRI NGTON: Okay. So, you...you’re going a week

ahead?

BENNY WAMPLER: Yes.

LES ARRINGTON: I’'m trying to get it in a week

ahead.

MARK SWARTZ: Maybe we need to find out when it goes

out and try to neet that deadline so that you get it---.

LES ARRINGTON: 1’11 try to do it.

MARK SWARTZ: You know, it’1l1l just save a little of

bit of aggravation.

BENNY WAMPLER: Yeah, | nean, you know, we certainly
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have no interest in causing you to nmake additional copies of
anything. But we need it there tinely so that the Board can
have the package prior to the hearing.

MARK SWARTZ: Ri ght.

LES ARRI NGTON: Ckay.

MARK SWARTZ: Well, we’ll find out when they mail

and try to neet that deadline. Ckay.
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havi ng been duly sworn,

foll ows:

LES ARRI NGTON

was exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

oat h.

potentially reach this area?

m ni ng?

Q

A
Q

is for a frac uni

Q

A
Q

> O >» O > O

Les,

Yes.

I’11 remind you you’re still under

The 1-30...I'm sorry, the R-35 application

t under

Cakwood | ?

That’s correct, it is.

Has multiple wells in it?

Yes,

it does.

Does that mean it’s over a mine?

Yes,
Ckay.

Yes,

t he Buchanan Nunber One M ne.

it

And is it still ahead of m ning?

is.

When woul d you antici pate the mning would

Approxi mately four years.

Okay.

Yes.

So,

it’s quite a ways ahead of
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Q Ckay. The applicant here is Buchanan
Producti on Conpany?

A Yes, it is.

Q Did you participate in drafting the notice,

t he application and supervi se the preparation of the

exhi bits?
A Yes, | did.
Q And, in fact, you signed those docunents?
A | have.
BENNY WAMPLER: Could I...on the notice for

Septenber the 22nd hearing, the others charts that you have,

it says, “No notice there.”

LES ARRI NGTON: Yeah.

BENNY WAMPLER: Could you...while we’re on notice,

could you tal k about that?

LES ARRI NGTON: Yes. Yes. You’ll noticed it says
on my notice page of it, it says, “D. C. Rake heirs, devisee,
successors and/or assigns.” That was back probably in the

1800s. We don’t have that.

MARK SWARTZ: And B-3, you’ll notice that the

address is listed as unknown. So, the way that we have
attenpted to give notice here is the publication and this is

one of those occasionally instances where we just don’t have
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an address and we did not mail.

BENNY WAMPLER: | just want to get it on---.

MARK SWARTZ: Right. No. I mean, and that’s why

we. ..you know, whoever prepared this sunmary was assum ng
mai | i ng because we normally do and when we | ooked at it we
wanted to alert you to the fact that we did not mail

BENNY WAMPLER: Ckay.

Q As long as we are tal king about that. The
publication was...what did you publish, Les?

A Yes, we published the notice of hearing in
the Bluefield Daily Tel egraph on August the 28th, 1999.

Q And that was the entire notice of hearing
and the acconpanyi ng nmap, correct?

A Yes, it was.

Q Ckay. And you filed that information with
t he DGO and the Board?

A W have.

Q Ckay.

BENNY WAMPLER: Can | interrupt you one nore tine?

MARK SWARTZ: Sure.

BENNY WAMPLER: Coul d you go ahead and tell us what

efforts you’ve made to identify these...these heirs?

LES ARRI NGTON: We...we’ve checked the courthouse
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records looking for the DD C. Rake heirs and we...we did not
find anything there.
BENNY WAMPLER: Have you tal ked to the people in the

area that...where this is...the land is | ocated?

LES ARRI NGTON: We certainly have done that, a |ot.

I'’d like to comment on that just a little. This R-35,
originally where this D. C. Rake is shown, originally it was
shown as a fee tract to Yukon Pocahontas, and in continuing

to try to update our records, we discovered that was not a

fee tract. That’s the reason we’re here today.
BENNY WAMPLER: Okay. You may proceed. I’m sorry
for interrupting you.

MARK SWARTZ: That’s fine.

Q Buchanan Production is a Virginia CGenera
Par t ner shi p?

A Yes, it is.

Q It has two partners, Appal achian Methane and
Appal achi an Qper at ors?

A That’s correct.

Q And those two partners are indirect
subsi di ari es of MCN Cor poration?

A That’s correct.

Q | s Buchanan Production Conpany authorized to
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do business in Virginia?

A Yes, it is.

Q Who are you...who are you asking be the
desi gnated operator if the Board approves this application?

A Consol, Inc.

Q Has Consol been del egated certain authority
by Buchanan Producti on Conpany to expl ore, devel op and

maintain its assets?

A Yes, it has.

Q And Consol has accepted that?

A It has.

Q The respondents here are essentially an
hei r shi p?

A Yes, it is.

Q And you have as you have just indicated been

unable to bring these...this heirship down to the present

time and identify any living heirs?

A That’s correct.

Q Are you going to continue to try to
determne. ..l ocate these peopl e?

A W sure...yes, we wll

Q Ckay. The interest of the heirship is
pretty substantial, is it not?
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A Yes, it is.

Q Ckay. Wiat...what is the interest that
you’ re seeking to pool by this application with reference to
your exhibit here?

A 50. 25 percent of the oil and gas interest.

Q Ckay. And is that interest going to be
subj ect to escrow?

A Yes, it is.

Q It’s in conflict?

A Yes, it is, with the coal owner.

Q Ckay. The unit here is an 80 acre Gakwood
unit?

A Yes, it is.

Q And what seans are you seeking to devel op?

A Al'l coal seans below the Tiller Seam

Q Exhibit B-3 sets forth the percentage
interest, does it not?

A Yes, it does.

Q And that would be relevant to the royalty
that’s going to be escrowed and the...and any participation

interest that mght ultimately occur?
A Yes, it does.

Q Is the plan that’s depicted in this
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application, the plat and the other information, in your
judgnent, a reasonable plan to extract the coal bed net hane
under this unit in advance of m ning?

A Yes, it is.

Q And will this...the approval of this
application serve to protect the correlative rights and set
aside the funds for this heirship as well as the...the other
people that you’ve been able to identify?

A Yes, it is.

Q The well costs here with regard to R 25, can
you tell the Board how that was cal cul at ed?

A Yes. We...at this time we’ve got...we have
four frac wells within this unit and what’s shown there is
t he average costs of those four wells of $214,374.17.

Q And the cost that you would assign as a

participation cost is that an average nunber?

A. Yes, it is.
Q Not the total cost?
A. Correct.

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

BENNY WAMPLER: Here again, is the mne plan on file

with the Gas and Q| office?

LES ARRI NGTON: | believe this...l believe that one
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also is. I gave them a big map. I’'m not sure how far it
reached over there. | did give thema big map.

BENNY WAMPLER: W | you assure us that you w ||
make sure that that’s on file with the office?

LES ARRI NGTON: | will.

BENNY WAMPLER: Any questions from nenbers of the
Board? M. Garbis.

DENNIS GARBI S: Am | to understand that 50.25
percent...in other words, the D. C. Rakes heirs are not
| ocat eabl e?

LES ARRI NGTON: Wl |, we...we know who the surface
owners are, but we...the D. C. Rakes heirs, when they sonehow

or another reserved the oil and gas back in the 1800s, we

just...we haven’t been able to trace that back.

MARK SWARTZ: A conmmobn scenario here in this...in

Virginia and West Virginia, the coal gets severed, the
surface is sold and then the seller reserves the oil and gas
and people forget they own it. Okay. And that’s what has
happened here. W can trace the coal title. We can trace
the surface title, but this reservation of an oil and gas
interest, not tied to coal, not tied to a surface has gotten
lost in the shuffle of a hundred and sone years and

it’s...and it’s not real common, but it happens enough so
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that...I mean, we see this pretty regularly where we’ve got
reservation of an interest that is unaccountable.

LES ARRINGTON: | will say again this interest was

shown as a fee interest to Yukon/ Pocahontas for quite sone

time and through continuing to work on it, we’ve---.

BOB LOONEY: May | comment on it?

LES ARRI NGTON: Yeah.

BOB LOONEY: I think, too, they weren’t local

natives or natives of the Buchanan County area, D. C. Rakes.
Fromthe records | have checked and naybe cone in maybe

buyi ng property for tinber and just happened to get...and

then they sold out and left out. So, we don’t know where---.

BENNY WAMPLER. Wbul d you state your nanme for the

record, please?

BOB LOONEY: Bob Looney wi th Consol .

BENNY WAMPLER. Thank you, M. Looney.

DENNI S GARBI S: Thank you.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?

MARK SWARTZ: No, I don’t.

BENNY WAMPLER: |s there a notion to approve?
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DENNI S GARBI S: Mbti on

MASON BRENT: | second.

BENNY WAMPLER: Motion and second. Any further

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

BENNY WAMPLER: All in favor, signify by saying yes.

(AI'l menbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Let’s take a few

m nut es br eak.
(O f record.)
BENNY WAMPLER: Ckay. The itemon the agenda is a

petition from Equitable Production for pooling of a coal bed
met hane unit identified as VG 3901, docket nunber VGOB-99-
09/ 22-0749. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.
JIMKISER M. Chairman and nenbers of the Board,
Ji m Ki ser on behal f of Equitable Production Conpany. CQur
witnesses in this matter wll be Dennis Baker and M. Bob
Dahlin. 1I’d ask that they be sworn at this time.
(Wtnesses are duly sworn.)

BENNY WAMPLER: The record will show there are no
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others. You may proceed.

DENNI S R. BAKER

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR. Kl SER

Q M. Baker, would you state your nane for the
record, who you're enployed by and in what capacity?

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Producti on Conpany as Seni or Landman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A Yes, they do.

Q Are you famliar with Equitable's
application seeking a pooling order for EPC well nunber VC
3901, which was dated August 18th, 1999?

A Yes, | am

Q Now, as | go through your testinony, and do
you understand and can we nmake clear to the Board, that
anytime I use the term “respondent” in relation to this
particular hearing, | wll be referring to the gas and CBM

| essee Buchanan Producti on?
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A Yes. Yes.

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A?

A Yes, we are.

Q And does this location that’s proposed for

wel | nunber VG 3901 fall within the Board’s order for the
Nora Coal bed Gas Fi el d?

A Yes, it does.

Q Now, prior to filing your application, were
efforts nmade to contact the respondent in an attenpt to work
out a format agreenent regarding the devel opnent of the
unit?

A Yes.

Q Ckay. Does Equitable own drilling rights in
the unit invol ved here?

A Yes, we do.

Q What is the interest of Equitable in the gas
estate in the unit?

A The interest |l eased to Equitable is 94. 06
percent .

Q And the interest | eased to Equitable in the
coal estate?

A. The sane interest in the coal estate, 94.06
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per cent .
Q Ckay. Any unl eased parties or the CBM and

Gas |l essee for the remaining 5.94 percent is set out in

Exhi bit B?

A Yes.

Q kay. Are you famliar wth the ownership
of drilling rights of parties other than Equitable underlying

this unit?

A Yes, | am
Q And what percentages woul d t hose be?
A The interest in the gas estate as well as

the coal estate remaining unleased to Equitable is 5.94
percent of the unit.

Q Ckay. And are the addresses set out in
Exhibit B to the application the | ast known addresses for
the...for all respondents?

A Yes, it is.

Q And are you requesting the Board to force

pool all unleased interest as listed in Exhibit B?

A Yes.
Q And are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

93



© 00 N o o b~ w N P

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

)
1

Yes, | am
Q Coul d you advise the Board as the what those
are?
A A $5 per acre consideration, for a five year

term and one-eighth of eight-eighth royalty.

Q Did you gain this famliarity and know edge
and opinion by acquiring oil and gas | eases, coal bed net hane
| eases and ot her agreenents involving the transfer of
drilling rights in the unit involved here and in the
surroundi ng area?

A Yes.

Q M. Baker, in your professional opinion, do
the ternms you have testified to represent the fair market

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

for drilling rights within this unit?
A Yes.
Q Now, as to the respondents...respondent

listed in Exhibit B who remai ns unl eased to Equitable, do you
agree that they should be allowed the follow ng options with
respect to any ownership interest wwthin the unit: one,
participation; twd, a cash bonus of $5 per net mneral acre
pl us a one-eighth of eight-eights royalty; or three, in lieu

of such cash bonus, a one-eighth of eight-eighths royalty
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share in the operation of the well on a carried basis as a
carried operator on the followi ng conditions: They shall be
entitled to the share of production fromthe tracts pool ed
accruing to their interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

t hereof or agreenents relating thereto of such tracts, but
only after the proceeds applicable to their share equal - (A
300 percent of the share of such costs applicable to the
interest of a carried operator of a |l eased tract or portion
thereof; or (B) 200 percent of the share of such costs
applicable to the interest of the carried operator of an
unl eased tract or portion thereof?

A Yes.

Q Do you recommend the Board order provide
that elections by respondent be in witing and sent to the
appl i cant at Equitable Production Conpany, P. O Box 1983,
Ki ngsport, Tennessee, Attention: Dennis R Baker?

A Yes.

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

A Yes, it is.

Q Do you recommend that the order provide that
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if no witten elections is properly nmade by a respondent,
t hen such respondent shall be deened to have | eased and
el ected to cash royalty option in |ieu of participation?

A Yes.

Q Shoul d any unl eased respondent be given
thirty days fromthe date of the Board order, or the
recording of the Board order, to file witten el ections?

A Yes.

Q | f the unl eased respondent elects to
participate, should they be given forty-five days to pay the
applicant for their proportionate share of well costs?

A Yes.

Q And do you expect that party to pay in
advance that proportionate share of well costs?

A Yes, we do.

Q Shoul d the applicant be all owed a hundred
and twenty days follow ng the recordation date of the Board
order, and thereafter annually on that date, until production
is achieved to pay, or tender cash bonus, becom ng due under
order?

A Yes.

Q Do you recommend that if the respondent

elects to participate, but fails to pay the their
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proportionate share of well costs satisfactory to the
applicant for paynent of such costs, then their election to
partici pant should be treated as havi ng been w t hdrawn and
void and it should be treated as having made no initia

el ection under the order, in other words, deened to have

| eased?

A Yes.

Q Do you elect that...if the...that the order
provide that...do you recomend that the order provide that
where a respondent elects to participate, but defaults in
regard to the paynent of well costs, any sum becom ng payabl e
shoul d be paid within sixty days after the | ast date on which
such respondent could have been paid or nade satisfactory
arrangenents for the paynent of the those costs?

A Yes.

Q M. Baker, do we have any unknown parties in
this unit or any conflicting claimants in this unit?

A No, we do not.

Q So, therefore, we do not need to set up a
escrow account ?

A No. It wll not be necessary.

Q Who shoul d be nanmed t he operator under the

force pooling order?
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A Equi t abl e Producti on Conpany.
JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

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

BENNY WAMPLER: Cal | your next w tness.

ROBERT A. DAHLIN, |

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, state your nane for Board, who
you are enployed by and in what capacity.

A My nane is Robert A Dahlin, I1. [I'm
enpl oyed by Equitable Production Conpany, as a Production
Speci al i st.

Q And you have previously testified before the
Board on nmany occasi ons?

A That’s correct.

Q And do your responsibilities include the

98



© 00 N o o b~ w N P

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

)
1

| and i nvol ved here and in the surroundi ng area?

A Yes, it does.

Q Now, are you famliar with the proposed plan
of exploration and devel opnent of the unit involved here?

A Yes.

Q What’s the total depth of the well under the
pl an of devel opnent ?

A 2,357 feet.

Q And this will be sufficient to penetrate and

test the common sources of supply?

A Yes, it wll.

Q What are the estimated reserves of this
unit?

A 400,000,000 cubic feet.

Q. And are you familiar with the well costs for the proposed well

under the plan of development?

A. | am

Q. Was an AFE reviewed, signed and submitted to the Board as
Exhibit C to the application?

A. Yes.

Q. Was this AFE prepared by an engineering department
knowledgeable in the preparation of AFEs and knowledgeable in regard to well costs in this

particular area?
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1 A. Yes.

2 Q. In your professional opinion, does the AFE represent a reasonable
3 estimate of the well costs for the proposed well under the plan of development?

4 A. Yes, it does.

5 Q. Could you state at this time both the dry hole costs and completed

6 wadll costs connected with VVC-39017?

7 A. The dry hole costs are $101,253, with the completed well cost of
8 $181,600.
9 Q. And do these costs anticipate a multiple completion?

10 A. Yes, it does.

11 Q. And does AFE include a reasonable charge for supervison?

12 A. Yes.

13 Q. In your professional opinion, Mr. Dahlin, will the granting of this

14 application be in the best interest of conservation, the prevention of waste and the

15 protection of correlative rights?

16 A. Yes, it would.

17 JM KISER: Nothing further of thiswitness at this time, Mr. Chairman.
18 BENNY WAMPLER: Any questions from members of the Board?

19 (No audible response.)

20 BENNY WAMPLER: Do you have anything further?

21 JM KISER: Mr. Chairman, we’d ask that the application be approved as
22 submitted

23 MAX LEWIS: I make a motion that we approve the application.

24
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CLYDE KING: Second.

BENNY WAMPLER: Motion and second. Any further discussions?
(No audible response.)
BENNY WAMPLER: All if favor, signify by saying yes.

(All members signify yes)
BENNY WAMPLER: Opposed, say no.

(No audible response.)
BENNY WAMPLER: You have approval. The next item on the agendaisa

petition from Equitable Production Company for pooling of a coalbed methane unit under
the Nora Coalbed Gas Field identified as VC-4079. Thisis docket number V GOB-99-
09/22-0750; and we’d ask the parties that wish to address the Board in this matter to come
forward at thistime, please.

JM KISER: Mr. Chairman and members of the Board, Jm Kiser, again, on
behalf of Equitable Production Company. Our witnesses in this matter will again be Mr.
Baker and Mr. Dahlin.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

DENNI S R. BAKER

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER
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Q Ckay, M. Baker, again state your name, who
you are enployed by and in what capacity?

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Producti on Conpany as Seni or Landman.

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

A Yes, they do.

Q And you are familiar with Equitable’s
application seeking a pooling order for EPC well nunber VC
4079, dated August 18th, 19992

A Yes, | am

Q And are we seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
to the application?

A Yes.

Q O is Equitable seeking to? Now, when you
look at Exhibit A, Mr. Baker, real quickly you’ll see that

the proposed location is outside the interior w ndow, is that

correct?

A Yes, it is.

Q And that we...at the tinme Equitable applies
for a permt on this well, we will also seek through that

permt process a |ocation exception?
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A Yes, that’s correct.

Q And does the location proposed for wel
nunber VC-4079 fall within the Board' s order for the Nora
Coal bed Gas Fi el d?

A Yes, it does.

Q Now, prior to the filing this application,
did you make an effort to contact each of the respondents in
an attenpt to work out an agreenent regarding the devel opnent
of the unit involved?

A Yes, we did.

Q Now, does Equitable own drilling rights in
this unit?

Yes, we do.
And the interest of Equitable in the gas
estat e?

A The interest |l eased to Equitable in the gas
estate is 96.53 percent.

Q And the interest of Equitable in the coa
est at e?

A The interest |l eased to Equitable in the coal
estate is 100 percent.

Q Ckay, so all unleased parties are set out in

our Exhibit B?
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A Yes, they are.

Q And the only unl eased party is Tract Three,
M. J. H Duty?

A Yes.

Q Okay. Now, subsequent to the filing of the
application, did you continue to attenpt to reach an

agreenent with hinf

A Yes, we did.

Q And you were not successfu

A No.

Q Ckay. So, what will be the unleased

interest in the gas estate that renmi ns?

A The unl eased portion will be 3.47 percent of
the unit.

Q And in your professional opinion, was due
diligence exercised to | ocate each respondent naned herei n?

A Yes.

Q Now, are the addresses set out in Exhibit B
to the application the | ast known addresses for all of the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B?
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A Yes.
Q Ckay. And are you famliar with the fair
mar ket value of drilling rights in this unit here and in the

surroundi ng area?

A Yes, | am

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

A A five $5 per acre consideration, a five

year term one-eighth of eight-eights royalty.

Q And you give this testinony and nake this
representati on based upon your famliarity of acquiring oi
and gas | eases, coal bed net hane | eases and ot her agreenents
involving the transfer of drilling rights here and in the
surroundi ng area?

A Yes.

Q I n your professional opinion, do the terns
you' ve testified to represent the fair market val ue of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A Yes.

JIMKISER: Mr. Chairman, at this time, we’d like
to incorporate the testinony taken from VGOB docket nunber

99- 09/ 22-0749 regarding the election options and tinme to nmake
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those elections that was offered in the previous hearing be
i ncorporated into this hearing.

BENNY WAMPLER: They’11 be incorporated.

Q M. Baker, we do have a conflicting clai mant
here on Tract Three. M. Duty owns the gas estate and
Pittston owms the coal estate, is that correct?

A Yes, it is.

Q So, we do need to correct an escrow account
into which all costs or proceeds attributed to that
conflicting interest be held for the respondents benefit
until such funds can be paid to the party by order of the
Board, or until the conflicting claimis resolved?

A Yes.

Q And who shoul d be nanmed t he operator under
the force pooling order?

A Equi t abl e Producti on Conpany.

JIM KI SER: That’s all I have of this witness at
this time, M. Chairman.

BENNY WAMPLER: Any questions of this witness from

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

BENNY WAMPLER: Cal | your next w tness.
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ROBERT A. DAHLIN, |

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, again state your nane fo
Board, who you’re employed by and in what capacity?

A Robert A. Dahlin, II. I’'m employed
Equi t abl e Producti on Conpany, as a Production Speci al

Q And you’re familiar with the land in
inthis unit and in the surroundi ng area?

A Yes.

Q And you’re familiar with the plan of

devel opnent for this unit?

A | am

Q What’s the total depth well?

A 1,962 feet.

Q And what are the estinmated reserves
unit?

A 350, 000, 000 cubic feet.

Q Now, are you famliar with the wel

for this initial well under the plan of devel opnent?

A Yes, | am
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Q And you prepared an AFE that has been
revi ewed, signed and submtted by you to the Board?

A That’s correct.

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

A It was.

Q Does this AFE, in your professional opinion
represent a reasonable estimate of the well costs for the
proposed well under the plan of devel opnent?

A Yes, it does.

Q Coul d you state for the Board both the
dryhol e cost and conpleted well cost for VC 4079?

A The dry hole costs are $93,385; with
conpl eted well costs of $193, 000.

Q And do these costs anticipate a nmultiple
conpl eti on?

A Yes, it does.

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

A Yes, it does.

Q In your professional opinion, will the

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

correlative rights?

A Yes, it woul d.

JIMKISER  Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be

approved as subm tted.

yes.

BENNY WAMPLER: |Is there a notion?

MAX LEWS: | nake a notion we approve it.

BENNY WAMPLER. Motion to approve.

MASON BRENT: Seconded.

BENNY WAMPLER:  Seconded. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.
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JI M KI SER  Thank you.

BENNY WAMPLER: The last item on today’s agenda

Is...Jack Davis was going to be here and he’s either in the
area or...or on his way. I had...that’s my fault because I
told hi mwe woul d probably be afternoon. | told himto be

here at 1:00. If you’d like, I can go ahead and cover this
with you in general. | believe that...he just gave ne a
copy. He had copies for all nmenbers of the Board. | think
maybe Sandy has a copy. But...do you have a copy?

SANDRA RI GGS: (1 ndicates negatively.)

BENNY WAMPLER: You don’t have a copy.

SANDRA RI GGS: Share it down this way.

BENNY WAMPLER: This is the eval uati on and award

criteria that we had on the escrow agent and the request for
proposal was nailed out to Powell Valley National Bank, Lee
Bank & Trust, First Virginia Bank, First Union National Bank,
Bl ack D anond Savi ngs Bank and the Escrow Docunent Services
for Lawyers | ncor por at ed.

DENNI S GARBI S: What was that | ast one?

BENNY WAMPLER: It’s Escrow Document Services for

Lawyers Incorporated. It’s in Denver, Colorado. Just
searching for anyone that was in to it.

DENNI' S GARBI S: (| naudi bl e) .
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BENNY WAMPLER: W had a...we had an eval uati on team

that consisted of the Director of the Division of Gas and
Oil, the Department’s comptroller, so to speak; the auditor
for the Departnent and the head of the General Services, Jack
Davis that was going to be here. They went through these
criteria and nade an evaluation. The current escrow agent,
when you factor in cost would win the award. Ckay, when you
factor in cost. There was...as you know, and I'm just
speaking very frankly, we’ve had a nunber of issues wth the

current escrow agent. The runner up, and the costs are

hi gher, the costs for the...let ne see if | can find that
one. It’s First Union. I'm trying to get their costs. You
got the copy. GCkay. Sixty mnimal...mniml annual fee is

$60, 000. They have said they would track everything the way
that, you know, that the Board needs it tracked or order to
make di sbursenments. Sub account levels and all of those
kinds of things. The current escrow agent has, as you know,
wor ked through a process whereby they...they are now
providing the information, but we’ve had a struggle in the
process in getting there. There would be, obviously, sone
transition issues here. As you took the information that the
current escrow agent is tracking and trying to transition

that to a new escrow agent. And | guess the bottomline is
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going to be...l was trying to get you the cost of the current
escrow agent and what their bid entailed. | believe it was
40,000, but I'm not sure, versus 60,000 minimum

CLYDE KING What was the transitional cost, Benny?

BENNY WAMPLER: That’s going to be one...Jjust

dependi ng on the nunber of hours it takes to...for the
transition to get all of this information over in...keyed
into their conmputers. They have said that they can
definitely do that. You know, it’s going to be one of those
where you’ll have an up swing in costs, but, you know, you
should I evel off after you get the initial account set up.
MAX LEW S: You’re saving, I think...you’ll save
nmore enough on the...your costs than you would to do the

transition, I’'m sure.

BENNY WAMPLER: | think the...the---.

MAX LEW S: $20, 000 | ess.
DENNI S GARBI S: M. Chai rman?

BENNY WAMPLER: Did we have specific criteria...

where are the criteria of that...that we published in the
RFP?

SANDRA Rl GGS: There’s the evaluation sheets from

the Commttee and | have a copy of each of their proposa

here if you want to take sone tine maybe revi ew those since
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we don’t have copies for everybody.

BENNY WAMPLER: That’s fine.

DENNI S GARBI S: VWhat are the criterias one, two,

three, four, five?

SANDRA Rl GGS: Here’s the RFP itself.

BENNY WAMPLER: Yeah, that’s what I'm going to go

over with them--.

SANDRA RI GGS: And here’s the two proposals that

cane in that were---.

BENNY WAMPLER. What we said is that the agent shal

establish one interest bearing account in the nanme of the
Board for the purpose of investing the funds. The account
will be further divided into unit subaccounts which will be
desi gnated by a VGOB nunber issued by the Board and each sub
account will be further divided into royalty funds, interest
funds, working interest funds, interest funds attributable to
the unit fromthe overall investnent of the principal escrow
account and escrow sub account. The principal escrow account
w Il be invested and nanaged by the agent. The agent shal
recei ve and accept for deposit all funds paid by the unit
operators and costs associated with the well unit paid by
participating owers consistent with a suppl enental orders

fromthe Board into the escrow sub account. The agent shal
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not accept or hold for deposit any funds fromunit operators
or participating owners for which there is not been

establi shed a sub account by order of the Board or for which
there is not referenced VGOB nunber issued by the Board. The
agent shall deposit the revenue of any escrow account in a
col l aterized account and shall invest the revenue of the
princi pal escrow account bal ance over $100,000 in obligations
of the U S. Governnment, U S. Treasury bills and/or other
investnments with prior approval fromthe Board. The agent
shal |l reinvest any incone earned on the above securities as
soon as possible and at no additional investnent transaction
charge. The agent shall be responsible for wiring down...pay
down amounts to institutions on the due date and shall be
responsi bl e for sending advises or confirmations to
appropriate parties within two to three business days
thereafter and so ordered by the Board. The agent shall not
co-mngle the funds pertaining to these accounts established
pursuant to any resulting contract with the Board with any

ot her business the agent nay have direction over. The agent
shal | provide accounting in accordance with the suppl enental
order for a unit upon a request for the w thdrawal funds as
been applied for by an applicant. The accounting is to be

included but is not limted to the anount of deposits
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received the interest attributed to the sub account and the
amount of fees with drawn for the mai ntenance of the sub
account. To the extent possible fees shall cone from
i nt erest earned.

The agent shall further account for the anount of
funds attributable to any conflicting interest subject to a
request for wthdrawal of funds |ess escrow account fees.
The agent shall not disburse any funds w thout an order from
the Board directing himto do so. The agent shall submt to
the Board and be responsible for all federally required forns
including, but not limted to the 1099 reporting. The agent
shall submt to the Board a witten account status, report
each nonth by unit sub accounts which shall include all sub
accounts whi ch have zero bal ances and report item zing the
checks drawn from escrow every six nonths by sub account.
The agent shall provide electronic access on a view only
basis to the staff of the Board to all sub accounts. The
agent shall maintain a searchabl e database containing the
information as submtted with the checks for deposit so that
the search nay be conducted by well, unit, tract or owner.
The agent shall be available to neet wwth the Board on a
quarterly basis. The agent shall accept and consolidate al

informati on and funds transferred fromcurrent agents
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according to the section of the RFP that tal ked about
transition.

And then we went into hours of operation and a
nunber of things like that. But, you know, we believe that
that clearly articulates what we felt...we’ve all felt like
that needs to be carried out. These...these two firnms have
said that they...they’re the top firms and have said that
they could do that.

DENNI S GARBI S: Mr. Chairman, I’m somewhat concerned

that perhaps we mght be a little unfair to First Virginia
because this has been an evol utionary process. | nean,
don’t know that we had everything really defined. We went
through this last...| forget the case nunber of the people
that came before us. But, I mean, we didn’t have everything
really specifically spelled out. I don’t know that we’re
being totally fair to those guys because now obvi ously we
know a little better and we’ve progressed and we know NDre
about what we want. So, I don’t know that those specific
requi renents were known to First Virginia Bank. In addition
to which | mght add that FVB obviously is a Virginia Bank.
First Union is a North Carolina Bank. W need to keep
charity at hone, I guess, plus the $20,000. So, I guess, I'm

saying | that | think that we ought to say with FVB.
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BENNY WAMPLER:  The...you know, just for

clarification, the initial request for proposal was not as
detail ed specific because this has been an evol uti on process.

The issue that you’ll recall the Board had, I guess, was
performance of the current contract. There was sonme non-
performance issues that were brought to the attention of M.
Ditz and others throughout that. So, you know, here again,
just bringing that before the Board for its consideration.
We certainly, at the departnent level, wll go w th which
ever one the Board deens is the nost appropriate to go with.

But that’s...that’s not as detailed of a report I'm certain
as M. Davis would have presented. But it hopefully gives
you an overview of what are. He has...he and others
had...did review past Board neeting mnutes to | ook at
concerns that we’ve had and things like that.

CLYDE KI NG: Mr. Chairman, we’re talking about a

$20, 000 di fference between the two?

BENNY WAMPLER: Well, it’s hard to tell. I used

that nunber. The...let ne...let ne be nore specific and try
to grab...grab a hold of what they really said. They...what
they said was that their base fee account will be one-tenth
of one percent of market value. After two years, the

percentage may be subject to adjustnent and cal cul ated on
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changes by...in the CPI

CLYDE KING One percent of what now?

BENNY WAMPLER. One-tenth of one percent of market

val ue at any point in tine.

DENNI S GARBI S: And that woul d be payable to the

bank on a nonthly basis?

SANDRA RI GGS: A nont hly char ge.

BENNY WAMPLER: Yes.

SANDRA RI GGS: It depends on whet her you have a

decl i ning bal ance or an increasing balance, | would say,
because it’s not tied to service. It’s tied to funds on
deposit.

BENNY WAMPLER: And they said that any conversion of

exi sting accounts to get to this systemwould be at a rate of
$100 per hour. The...First Union said $7,500 for the
conversion. Additional tinme would be $70 per hour inclusive
per account. Mnthly fees $7 per dedicated primary and back
up account adm ni strator, managenent reporting, account

mai nt enance, statenent generation, deposits, tax reporting
and system support. Their weekly filed transm ssion woul d be
$25 per transmission. |Investnent wire transfers would be
$35. Confirmations to parties would $2.50 per confirmation.

A m ni mum annual fee $60, 000.
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CLYDE KI NG: And we’re still talking about a

transition charge, too, aren’t we?

SANDRA RI GGS: For both of themreally.

MAX LEW S: $7, 000 and sonet hing, they said.
CLYDE KING OCh, are both of them going to have a

transition---.

SANDRA RI GGS: Because First Virginia has to convert

these to the sub account process.

BENNY WAMPLER: They woul d have...they woul d have to

set up on this new system Either one of them would have to
do that.

CLYDE KING Do we have any idea what the difference

woul d be fromthat?

BENNY WAMPLER: Not the way it’s broken out because

they don’t estimate the number of hours. One says flat
$7,500, the other says $100 per hour. First Union said
$7,500 and First Virginia or First Virginia of Muntain
Enpire said $100 per hour.

DENNI' S GARBI S: Can you...can you negotiate in this

process or you saying what it is, is what it is? You can’t
further negotiable between the two?

BENNY WAMPLER: We coul d tal k about those ki nds of

i ssues. Yes, get back with them because whether or not to
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specifically delineate them Yes.

SANDRA RIGGS: | think they have.

DENNI S GARBI S: Go back to them G ve ne your best

and final offer. Get them up sone nore.

CLYDE KING Well, | agree we have had a | ot of

problens, but | think a lot of it was the problens with
the...that developed over the years. I’d like to see it stay
with a Virginia Conpany, also.

SANDRA RIGGS: | think the Virginia Conpany cannot

give us electronic access which was one of the requirenents

in the RFP. They don’t have that capability to view---.

BENNY WAMPLER: Yeah, they put not up to that.

SANDRA RI GGS: Yeah, they’ve got not applicable

marked because they can’t give electroni C access to view the
accounts, the sub accounts.

DENNI S GARBI S: You nean on |ine?

SANDRA RIGGS: Right. First Union could. So,

that---.

BENNY WAMPLER: First Uni on can

SANDRA RI GGS: ---was one difference.

DENNI S GARBI S: Do we have to use that? | nean, who

needs to have access to that?

SANDRA RI GGS: | guess---.
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DENNI S GARBI'S: In front of the worl dw de webb?

SANDRA RIGGS: Well, we get inquiries constantly

from people wanti ng to know how nmuch noney is on deposit for
their particular interest...for their...and right now all we
can tell themis how nuch is on deposit for the total unit.
You can’t look...and then you’ve got to call up the escrow
agent by phone and they have to tell you. You can’t access
it to...to determ ne those anounts.

DENNI S GARBI S: But if he has a sub account and set

it up on a nonthly or quarterly basis and sonebody calls you
can say well as of last nonth, | have this nmuch on deposit.

BENNY WAMPLER: Yeah, you can do that.

SANDRA RIGGS: Right now it has to be done by phone.

We can’t access it.

RI CHARD G LLIAM When you call them is there a

charge for that every tine you nake a request or is that

a---?

DENNI' S GARBI S: Everything wth a bank is a charge.

SANDRA RI GGS: They don’t describe it as a separate

char ge.

DENNI S GARBI S: Who?

RI CHARD G LLI AM Vi rgi ni a bank.

BENNY WAMPLER: First Virginia.
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SANDRA RIGGS: First Virginia. It would just be the

personal time involved in taking the call, calling and com ng
back and calling back to the request as opposed to being able
to pull it up while you’re talking to them on the phone and
telling them--.

CLYDE KING How often...theoretically, how often

woul d t hat happen? How many phone calls would that nean?
Wbul d you have any idea?

SANDRA RI GGS: Constantly. It’s constant.

CLYDE KING What ?

SANDRA RI GGS: A lot. 1It’s very constant, people

asking that question. That’s handled through the Division of
Gas and G|. Diane Davis takes those phone calls.

DENNI S GARBI'S: But | would think rather than take

the time to be up on the net, you’d be better off wWith a
monthly printout. It would be quicker fromefficiency

st andpoi nt just to have the spreadsheet there and | ook up.
Put the person on hold, ook it up, you have $3,868 and so
much cents.

SANDRA RI GGS: You can do it that way. As of a date

certain.

DENNI S GARBI S:  Yeah

BENNY WAMPLER: M. Brent?
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MASON BRENT: T really don’t think that today I

could make an intelligent vote on this. I’d like to have a
recapti on of the responses and what | would also |ike to see
is the recommendation fromthose of you that have to interact
with the bank, with the escrow agent, as just strictly a
recommendation as to which way you think we ought to go.

BENNY WAMPLER: Yeah.

MASON BRENT: | nean, you guys have got to work with

it, not me. So, that’s what I would like to see. So, if |
have to vote today, I’d have to sustain.

BENNY WAMPLER: Okay. All right. We’ll put it on

t he agenda for next nonth and get that information for you.
| s that acceptabl e?

MASON BRENT: And a reconmmendation from t hose

that---.

BENNY WAMPLER: | under st and.

CLYDE KING And try to...could we get that filed

bef ore our next neeting?

BENNY WAMPLER: We’1l get the recap sheet out to you

right away. And like |I say, M. Davis may have that with
him | just---.

SANDRA RI GGS: Well, that’s the other alternative.

VWat tine is it now? W coul d---.
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BENNY WAMPLER: It’s 12:00.

SANDRA RI GGS: No?

RI CHARD G LLI AM  No.

BENNY WAMPLER: I don’t think we’re going to have

everything they’1l1l want.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: Ckay. Because they want a

recomrendation, too, as well. So, we’ll mail that to you
right away. We’ll mail the recap sheet to you and then we’ll
have a recomendation for you based on the---.

DENNI S GARBI S: I’d go back to them if there’s

something that’s more negotiable. Everything’s negoti abl e.

CLYDE KI NG: Everything’s negiotable.

DENNI S GARBI S: Al npost everyt hi ng.

BENNY WAMPLER: A1l right. The next month’s

meeting...the next month’s meeting is at the Breaks.
Any...do you have anyt hi ng?
(No audi bl e response.)

BENNY WAMPLER: Thank you very nuch.

MASON BRENT: Thank you.

(After the neeting was adjourned, M. Danny
McC anahan cones up to the Board and wi shes to speak to

them)
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BENNY WAMPLER: M. King. He wants to talk to us.

CLYDE KING Oh, okay.

DANNY McCLANAHAN: My nane i s Danny McCd anahan and

had a neeting with the Board June 15th and the Board ordered
themto add nme into the original force pooling for T-36 and
S-36. Well, they have done that, but they’ve took and
recorded this...both...both of those in the courthouse with
different maps. | want to know how t hey done that and these
is even maps that hasn’t even been certified by an engineer.
Wul d you like to | ook at them here?

BENNY WAMPLER: Yeah. 1I’11 pass them to the Board

and | ook at them
(Danny Mcd anahan hands out the papers.)
DANNY McCLANAHAN: No, that’s the original order

there that they...recorded Thursday is when they recorded
these. Now, | have the original pooling orders with the
original maps that | should have been included on, and as you
can see, those maps hasn’t even been certified. They was
changed, my property lines, as I’'ve stated once before. And
Mr. Fulmer was supposed to look into this and I’'ve had to
force himinto doing everything that the Board has told him
to do.

(Menmbers | ook at the docunents.)
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DANNY McCLANAHAN: | realize that they are going to

make...try to nake a revision on those maps in the next
month’s meeting, but I want to know and question the Board as
to how they can record something that hasn’t even come before
t he Board before.

SANDRA RI GGS: Well, they didn’t do the recording.

The Gas and O | Board drafts the application in accordance
with the testimony they’re given at the hearing and those are
recorded by the staff for the Board. The operator doesn’t
have anything to do with the recording of the orders. Now,

you were the applicant at the hearing before the Board

and- - -.

DANNY McCLANAHAN: Yes, ma’am.

SANDRA RI GGS: And you asked to be added to the
pool i ng.

DANNY McCLANAHAN: Yes, ma’am.

SANDRA RI GGS: And the original...as | understand
it, the original plat did not show you because you’re a
surface owner.

DANNY McCLANAHAN: I’m not...no, ma’am. I want to

reiterate that, too. This is the first well in that plat. |
want to know why their people showed ne as a gas owner, 18

poi nt sonet hing percent, then the force pooling, they left ne
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out. That’s what I’'m saying. You all added me in, but you
can plainly see the same people that they’ve had do these
deed researches showed ne as a potential owner with ny
percentage in that, but they left ne off the force pooling.

SANDRA RI GGS: Now, you cane---.

DANNY McCLANAHAN: Now, the maps is what I’'m...

this---.

SANDRA RI GGS: You cane before the Board and asked

to be added and the Board granted that request.

DANNY McCLANAHAN: Yes, ma’am. I asked to be added

into these...these original ones. Wuld you like to see the
maps, ma’am?

SANDRA RI GGS: And that’s happened.

DANNY McCLANAHAN: No, it has not happened, ma’am.

Like..if you’ll look at the differences in the maps, it has
changed ny property line. This is S 36. They’re even
certified. Those maps you’re looking at there is not even
certified by an engineer, ma’am.

SANDRA RI GGS: I'm looking at your name in the

pool i ng, Danny Mcd anahan, as an oil and gas cl ai mant.

DANNY McCLANAHAN: Look at the map. I’'m not worried

about that. They’ve changed my percentage is what I'm

saying, ma’am.
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SANDRA RI GGS: Well, this Board doesn’t define

title. If there’s a title dispute---.

DANNY McCLANAHAN: Well, let nme tell you sonething.

Al right. Do you got the laws right there in front of you?
Do you want ne to tell you...let ne see.

SANDRA RIGGS: | have themright in front of ne.

DANNY McCLANAHAN:  Additional responsibilities of

the Director, the Board.

SANDRA RI GGS: Ckay. Which section are you

referring to?

DANNY McCLANAHAN: Let ne find it right here. 45.1-

361(8).
SANDRA RI GGS: Okay.

DANNY McCLANAHAN: Go to B8 and see what your all’s

responsibilities is.

SANDRA RI GGS: Are you tal king violations and

penalties? 1Is that section you’re looking at?

DANNY McCLANAHAN: No, ma’am  Additiona

responsibilities of the Board.

SANDRA RI GGS: 45.1-361(8)?

DANNY McCLANAHAN: Excuse me. 15, ma’am.

SANDRA RI GGS: Thank you. Ckay.

DANNY McCLANAHAN: Go to BS.
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SANDRA RI GGS: Ckay.

DANNY McCLANAHAN: What’s your...read that out loud,

pl ease to the Board.

SANDRA RI GGS: “Collect data, making investigations,

I nspections, exam ne property, |eases, papers, books, records
and require provide for the keeping of records and the neking

of reports.”

DANNY McCLANAHAN: Now, | have you on record as

telling me you all didn’t do that such of thing.

SANDRA RI GGS: I said we don’t make title

det er mi nati ons.

DANNY McCLANAHAN: That’s right. Well, I got it

right here now where it said that you all didn’t have to---.

SANDRA RIGGS: It does not give the Board

jurisdiction to adjudicate title to real property.

DANNY McCLANAHAN: Well, I'm not asking you to do

that. I’'m asking you to investigate my problem and to look
at the deeds and the permtting activities that M. Fulner is
clearly not doing. Don’t...it does say that you can nmake

i nvestigations?

SANDRA RI GGS: Article Two governs the Board, not

M. Ful ner.

DANNY McCLANAHAN: Well, how cone... how conme that
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says additional responsibilities of the Board?

SANDRA RI GGS: O the Board.

DANNY McCLANAHAN: That’s you all, is it not?

SANDRA RIGGS: Well, M. Fulner is under Article

Three for permtting. Now, which...the Board exam nes
evi dence presented to it right here at this hearing.

DANNY McCLANAHAN: Well, it says...it...let nme see

what...let nme look at it here now how it says that. “Collect
data, make investigation and inspections.” Now, what does
inspection mean, ma’am? Could you define that for me? Can
you nmake an inspection sitting here in this office?

SANDRA RI GGS: Based on the evidence presented in an

formal heari ng.

DANNY McCLANAHAN:  Ckay.

SANDRA RI GGS: For pooling, you’re under 45.1-

361(21- 22) .

DANNY McCLANAHAN: I understand the pooling. Ma’am,

I understand the pooling stuff. I'm...I'm questioning the

di screpancy in the maps. You all ordered themto enter ne
into those original force poolings with original maps. Wll,
they recorded this and entered ne into it with different
maps.

SANDRA RI GGS: We didn’t order them to do it. The
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Board did it.
DANNY McCLANAHAN: Wel |, the Board ordered. | do

Know - - .

SANDRA RI GGS: The Board entered an order addi ng you

as a party in this unit as a clai mant.

DANNY McCLANAHAN: Wel |, how cone they changed the

maps, though, ma’am? It’s not the original force pooling
maps.

(Benny Wanpl er confers with Sandra Ri ggs show ng
her the difference in the maps.)

SANDRA RI GGS: I understand what he’s saying.

DANNY M CLANAHAN: Well, how come they’re going to

bring this---.

SANDRA RI GGS: Because you didn’t present any...any

plats to us at the hearing. We---.

DANNY McCLANAHAN: Yes, ma’am, I did. Yes, ma’am.

SANDRA RI GGS: You presented certified plats at the

heari ng?

DANNY McCLANAHAN: | showed you and you told ne that

was Mr. Fulmer’s department and that he would check into it,
whi ch he never did.

SANDRA RI GGS: Well, I'm confused.

DANNY McCLANAHAN: Well, I’ve got the minutes right

131



© 00 N o o b~ w N P

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

)
1

here if you want to go back and | ook over them

SANDRA RI GGS: You presented exhibits at the hearing

of the Board on the pooling of this unit---7?

DANNY McCLANAHAN: Yes, ma’am, I showed them maps to

you all on June 15t h.

SANDRA RI GGS: And you noved theminto evidence and

they were nmade part of the record of this proceedi ng?

DANNY McCLANAHAN: Yes, ma’am. Yes, ma’am.

SANDRA RI GGS: Well, if that’s the case, I’'11l go

back and review the transcripts, and if there are exhibits
nmoved into evidence that are different fromthese exhibits,
we can exam ne those.

DANNY McCLANAHAN: Well, all it was...all it said

was that | was ordered to be included in those.

SANDRA RI GGS: And that’s all this does is offer to

you the ability to make one of four elections.

DANNY McCLANAHAN: | have that...l do know t hat,

ma’am. But how come they can change the maps?

SANDRA RI GGS: The maps were the nmaps presented---.

DANNY McCLANAHAN: Well, it’s not reflect---.

SANDRA RIGGS: ---at the hearing that were nade a

part of those proceedings. It’s the only thing that was

presented to the Board that outlines your interest as a
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claimant within this division.

DANNY McCLANAHAN: | tell you what...well, we...you

all referred back to the docket nunber on the force...well,
you all got those.

SANDRA RI GGS: 626 for unit S-36---.

DANNY McCLANAHAN: T-36 and S-36. You added ne into

t hose original poolings which should reflect the sane nmaps

that’s in there, not these other maps.

SANDRA RI GGS: W nodified the original pooling

order to nane you as a claimant within the drilling unit---.

DANNY McCLANAHAN: That’s right.

SANDRA RIGGS: ---and to afford to you one of the

three el ections provided by statute.

DANNY McCLANAHAN: That’s right.

SANDRA RI GGS: And you have thirty (30) days from

the recording of the order---.

DANNY McCLANAHAN: Well, I know that, ma’am. I

do...l know this.

SANDRA RI GGS: Ckay.

DANNY McCLANAHAN: But how...what I’'m asking the

Board is how they’ve changed those maps, ma’am, that was in
the original force pooling?

SANDRA RI GGS: So, you’re contesting the validity of
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the plats?

DANNY McCLANAHAN: Yes, ma’am.

SANDRA RIGGS: It is the only issue that you have

with regard to the orders?

DANNY McCLANAHAN: Well, it’s taking away from my

percentage in those pooling units, which ny percentage
in...which should be...in the original force pooling for T-36
is 18.3875 percentage. Now, they’ve dropped it down to where
they changed those maps to 14.55000. So, they’re taking away
from my interest there. I don’t think the Board ordered them
to do that, did they?

SANDRA RI GGS: Well, and that conmes back to ny

original statenent that says, nothing in this pooling order
adj udi cates what interest you have in the drilling unit.
That’s the operator’s representation of what their title
search shows. But that certainly can contested at any point
in tinme.

DANNY McCLANAHAN: Well, | contested that over here

June the 15th and it was supposed to have been took care of
and Mr...like I say, before Mr. Fulmer hasn’t took care of
it.

SANDRA RI GGS: Mr. Fulmer, doesn’t have anything to

do with drafting these orders. These orders---.
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DANNY McCLANAHAN: Well, how cone D ane---7?

SANDRA RI GGS: She takes them--.

DANNY McCLANAHAN: ---recorded that over there,

ma’am, with the different maps in it, though?

SANDRA RI GGS: These orders---.

DANNY McCLANAHAN: It’s coming...that’s problem.

They’re going to revise those maps in October. They’re
wanting to cone to the Board and repool it.

SANDRA RI GGS: Ckay.

DANNY McCLANAHAN: With those maps that’s in those
orders for ne right there. Well, what |...ny questionis, if
they’re coming to the Board next month to change those maps,

how can they record them maps in the courthouse | ast week
when it ain’t even been before the Board for them to change
it?

BENNY WAMPLER: Now, your issue...if you talked to

me about this on the phone.

DANNY McCLANAHAN: That’s...this...that’s same---.

BENNY WAMPLER: Your issue gets to be that you’ve

got a thirty (30) day tine franme in which you have to nmake---

DANNY McCLANAHAN: Well, | know | have that. But ny

issue was...l amworried about if | sign and nmake ny
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election, that I'm saying that those maps are okay.

BENNY WAMPLER: That’s what I’'m trying to help you,

Danny, to say that...you told me that you’ve got this clock
running, you’re know they’re coming back, you’ve got a issue

about the maps here. So, you’re saying that---?

DANNY McCLANAHAN: Well, still I...I still haven’t

had nobody answer why they can put themmaps in this pooling
order that wasn’t in that first pooling order to start wth.
| shoul d have been added in with those first original maps.

SANDRA RI GGS: Well, that’s why I thought you were

seeking a nodification of the original pooling order to add
yoursel f in.

DANNY McCLANAHAN: That’s what I wanted, added in to

those...did you look at the maps, ma’am, on T-36 and S-36,
the old units?

SANDRA RI GGS: No.

DANNY McCLANAHAN: | was supposed to be added into

them not these other---.

SANDRA RI GGS: But you weren’t.

DANNY McCLANAHAN: No, I'm not. Right there, you’re

| ooking at it the different maps, ma’am.

SANDRA RI GGS: But you weren’t added then, so you

petitioned the Board. Well, you didn’t file a petition, but

136



© 00 N o o b~ w DN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

you just cane here and asked the Board to anend the pooling
orders to nane you as a clainmant so that you woul d have a
right of election.

DANNY McCLANAHAN: Ri ght .

SANDRA RI GGS: And the Board agreed to do that.

DANNY McCLANAHAN:  Ri ght .

SANDRA RI GGS: And the Board agreed to do that.

DANNY McCLANAHAN:  Ri ght.

SANDRA RI GGS: And nodify the original pooling

orders to nane you as a claimnt---.

DANNY McCLANAHAN:  Ri ght.

SANDRA RIGGS: ---and offer to you a right of

el ecti on.

DANNY McCLANAHAN: Right. R ght. WlIlIl, can you not

see the difference in the maps, ma’am? Them maps that you’re

| ooking at right now with the broken |ines are not the
original maps in the force pooling. That’s what I'm trying
to say to you. | should have been added into the origina
force pooling, which they slipped these other maps in there
and they ain’t even...they’re wanting to modify that next
month and they ain’t even had a chance to modify it. But
they...yet the Board or the Director over there let them

record those maps as being just and true.
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SANDRA RIGGS: Well, the purpose of the plat in the

pooling application is to depict the drilling unit that’s
subj ected to the pooling.

DANNY McCLANAHAN: Well, it’s not---.

SANDRA RI GGS: And you’re in disagreement with the

percentage of interest, is that...is that what you’re saying
t hat when they added you and canme up with the revised maps,
that they m scal cul ated your percentage of interest?

DANNY McCLANAHAN: That’s right. Nobody asked...

nobody asked for a revision of those maps in July...in June
the 15th meeting, ma’am. I was supposed to be added into the
original force pooling with the original maps that’s in those
force pooling units.

SANDRA RI GGS: What is the difference, Benny, the

broken lines or---?

DANNY McCLANAHAN: You can’t see the difference?

SANDRA RI GGS: Well, I’'m looking. I’'m trying to

see.
BENNY WAMPLER: The solid lines and broken lines, is
that---?
DANNY McCLANAHAN: Well...well, not really nade
correctly neither. There’s a big six differential in those

maps, ma’am. Okay, here’s the original one---.
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SANDRA RI GGS: Right. And here’s the---.

DANNY McCLANAHAN: Can you not see the difference in

the | ine there, ma’am?

SANDRA RI GGS: Is this the line we’re talking about?

DANNY McCLANAHAN: Yes, ma’am. Yes, ma’am.

SANDRA RI GGS: Okay. So, there’s a---.

DANNY McCLANAHAN: All right. Look at T-36 and | ook

at the difference init. Al right. It shows it nore
better. Al right. Now, look at this line. Now, |ook at
this line.

RICHARD G LLIAM Well, they shifted the unit there.

DANNY M CLANAHAN: You better believe it!

SANDRA RIGGS: Well, is it the unit that shifted or

the tract that shifted?

DANNY McCLANAHAN: The unit it | ooks like to ne.

They’ve shifted my property line.

RICHARD G LLIAM Which is...which is your unit?

SANDRA RI GGS: Both. He has two units. So, it’s

this---.

RI CHARD G LLI AM What nunbers are yours?

DANNY McCLANAHAN: The big...the biggest one in

there. I guess it’s 3A or 3 something...2B.

RI CHARD G LLI AM: There’s a 327, 3B---.
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DANNY McCLANAHAN: To me, I think I’'ve got a valid

argunent there. | nean, when you all wanted themto add ne
into the original pooling with those maps, you know, it’s
clear to me they added me into the pooling, but they’ve
changed the maps and changed the percentage it should be.
And you did nention to nme at the June 15th neeting
that...that it wasn’t your knowledge that there was no
crimnal acts involved in this. If you’ll look at 45.1-
361(8), you will see that they are...anybody violating any
permt, any regulation or any type of this article here is a
Class I misdemeanor and you...well, you’re the Assistant
Attorney General. You are the one that’s supposed to
prosecute these people in the proper Crcuit Court.

SANDRA RI GGS: Were do you see that?

DANNY McCLANAHAN: B

SANDRA RI GGS: Ckay.

DANNY McCLANAHAN: You told ne it was---.

SANDRA RI GGS: That’s on enforcement you’re talking

about ?

DANNY McCLANAHAN: Yes, ma’am. You told me it was

up to me to do that to take that to the Crcuit Court when it
plainly shows that if there’s a violation and I’'ve proved

that there’s a violation, you’re supposed to take it before
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the Court in the nane of the Commonweal t h.

SANDRA RI GGS: Well, I’'m not the Attorney General.

It’s Mark Hurley in Richmond.

DANNY McCLANAHAN: Well, you’re...well, you’re

supposed to be on a legal---.

SANDRA RI GGS: I'm an Assistant. Right.

DANNY McCLANAHAN:  ---capabilities to tell these

peopl e what to do and how to do.

BENNY WAMPLER: Wel |, Danny, your issue is

that...you’ve raised the issue of the maps...clearly raised
the issue of the maps---.

DANNY McCLANAHAN: That’s exactly right.

BENNY WAMPLER. --- fromthe original order to the

order that you have now before you to nake an el ection

DANNY Mc CLANAHAN: Well, even...even, M. Wanpler,

Mark told us the last time that their title searches didn’t
think that I owned nmy gas and oil rights. WlIl, as you can
see in the original T-36 well...did you see the percentage?
They...they had ne in there as a gas and a oil owner. Then
when they pooled and all the other wells, they lefted ne out
until I come over here to the Board. So, to me, they’re in
violation by just dropping ne off.

BENNY WAMPLER: So, what we’1l do is for next
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hearing since you’re on the hearing next time---.

DANNY McCLANAHAN: I think. I haven’t got notice of

it yet.

BENNY WAMPLER: |s he on the hearing the next tine?

LES ARRI NGTON: No, we’ll have to do that in

Novenber.
BENNY WAMPLER: Novenber ?

DANNY McCLANAHAN: Well, it’s...I've got---.

LES ARRI NGTON: I didn’t get that docket until---.

DANNY McCLANAHAN: Well, | just go this right here

and M. Fulner and you all told ne, let ne see if this is the
right one, that it would be in Cctober

DANNY McCLANAHAN: I’ve got so much paper work here,

A\Y

it’s hard...hard for me to keep up with. It says ..while
correct plats was submtted after the June hearing, it does
appear that we still need to seek nodification of the pooling
order T-36 and S-36 to correct the percentage contained
wthin each unit. W wll file applications for such
modifications for the October meeting.“™ Now, he’s standing
here telling me that it’s going to be till November.
It’s...it’s hard for me to believe...you’ve got a certified

engineer certify...that ain’t even certified the map there

that you all are wanting to let themrecord in the
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courthouse, which it clearly states it has got to be a
certified engineerer to be certified maps. And I’'ve got a
paper here, that if they get to change those lines to what
they are, that means that they’re in violation from the first
maps that they sent in. They’re filing incorrect permits,
plats and maps in the permts.

BENNY WAMPLER: Well, that’s...that’s assuming

that...you’re going under the assumption that they can’t make
a correction to---.

DANNY McCLANAHAN: No, I'm not going on it. They

can make a correction. I do...I am aware of that. But it’s
supposed to be brought before the Board before they can do
t hat .

BENNY WAMPLER: Right. That’s what I'm...that’s

what I'm trying to get at.

DANNY McCLANAHAN: But if they do nake that next

nmont h, or ever when, that neans that all of this other
information that they’ve submitted to you before was
incorrect, which to me they’re not going by the regulations
and the laws, which it states right there in that one Article
Fifteen or Eight that admts Cass | m sdeneanor. They could
be fined up to $10,000 a day for each day until it is took

care of and I’'ve got those figures there on one of them. It
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woul d be over $4, 810,000 and if they change the lines, it
will go to Cctober, it could be $6, 300,000 if they would be
assessed what the aw would deemit. And | was under the
assunption the Board was supposed to collect...protect each
person’s individual collective rights and such and right now
I just feel like I haven’t got no help from nobody. They’re
doi ng anyway they want to do and changi ng everything the way
they want to change it w thout going through proper channels

or proceedings. It’s not right.

BENNY WAMPLER: We have a little technical issue

here about dealing with this today because it’s not on the
agenda today. Do you understand that up front?

DANNY McCLANAHAN: | do know t hat.

BENNY WAMPLER: We’ve got another technical issue

that you’ve got a clock running...| nean, you raised the
point. You’ve made...you know, you’ve made your point.

You’ve got a clock running that would say that you have

to...in order to---.
DANNY McCLANAHAN: TI’ve got to make my election in
thirty (30) days fromlast Thursday?

BENNY WAMPLER. : O appeal to the Crcuit Court to

preserve your rights.

DANNY McCLANAHAN:  Ri ght .
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BENNY WAMPLER: That’s...that’s kind of a dilemma

we’re in, looking at whatever options that are available to
you and to us.

DANNY McCLANAHAN: Well, ny main concern is the

violations. They’re blantantly violating the law everyday
and they’re getting away with it, nobody to help a concerned
citizen as nme or anybody el se that cones before the Board or
even approaches Tom Fulmer. They’re not helping me. I mean,
you all wanted themto check into the brush barriers. His
answer to that...he net with ne, | believe, it was twenty-
three days later and told me that they’d check into it and
then on Septenber the 7th, he sent ne a nenorandum that he
had already sent to the gas conpani es on January the 28th of
*98. Well, now, he sends me a memorandum and to me he should
be sending this nenorandumout in a way of second notice to
the operators for violating this, these |aws on the brush
barriers and the sedinent control. Wich right now on ny
property, they cone in and nmade them shuffle a few stunps
around. The brush barriers is not by the law. They’re not
going by the law. They’re not placing them the way they’re
supposed to be. I’ve had two inspectors in there that said
they was |l right and then Tom cane over and told them

to...they had to clean it up. Two weeks |later they cone in
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and started getting ready to drill. | called another

i nspector in and he called M. Fulner and they shut them
down, made them nove the drill off and then they
attempted...I don’t say that they did. They attempted to
correct the problem, but they didn’t. It’s...all of this
stuff, like I say, it’s going on every day.

When they construct those brush barriers, they’re
supposed to be constructed in such nmanner that any
concentrated fl ow of water goes into adequately protected
outlet or channel. They’re not doing that.

When you’ve got inspectors that’s not really

adhering to the | aw or naking these people go by the | aw, how

can the Commonweal th...people wth the Comonweal th feel safe

about it being done right?

DENNI S GARBI S: M. Chai rman?

BENNY WAMPLER: M. Gar bi s.

DENNI S GARBI S: Maybe perhaps since we’re going to

be out that way next nonth, naybe we can go and take a | ook
at specifically what he’s talking about?

BENNY WAMPLER: Okay. That’s fine. We’ll do that.

We’ll arrange that in October.

DANNY McCLANAHAN: Like | said there in that one,

you know, it does state that you all can nmake inspections,
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| ook at records, deeds, books---.

DENNI S GARBI S: Well, that’s what we’re going to do.

We’ll go out there next month and take a look at it.

DANNY McCLANAHAN: Now, like | say, on those right

there that they recorded Thursday, if |I was to nake ny
election I'm the same as saying that that’s all right which

it’s not right, the percentage. It would not be right.

DENNI S GARBI S: M. Chairman, can we tenporarily

hold in advance this clock that’s running against him until
we kind of get this sorted out?

BENNY WAMPLER: That’s what I was trying to search

for, if there’s a way. Right now the only way we can do that
if he appeals to the Circuit Court because we don’t have it
formally before us. I don’t know. Mr. Swartz, do you got
any brain stormin what you could do?

MARK SWARTZ: Well, I guess, I’'m not real

synpat hetic, period, but I may have a solution. But | want
to make a coment for the record. This Board, in ny opinion,
shoul d insist that people that cone before it file an
application in witing for the relief that they seek and pay
their noney because what we’re hearing here today is a moving
target. I mean, I don’t know what number was in play in this

man’s mind at any given point in time and all I can tell you
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is that we...you know, we know what our nunbers are, but we
don’t have a number to even react to. It will never get

cl osure here and, you know, a problemw th entertaining
people that just walk in off the street and not saying you
really need to file something in witing so that we can
docunent and record what your position is and what you cl aim
your tract |ooks |Iike, what you claimthe maps | ooks |ike.
Then we woul d have a record that | could react in a
constructive way, and frankly under the circunstances here, |
can’t. I mean, other than to say that we revised the plats
and we’ll be here in November and we’ll be able to explain
all of that. W had people out on the ground that he was
showi ng the property lines that he participated in changing
these maps and he cones in here and accuses us of crimna
activity.

DANNY McCLANAHAN: Wl | - - -.

MARK SWARTZ: So, you know, we’ll be back in

November. We’ll have our witnesses and we’ll deal with that.
But the comment that | would like to nmake to the Board is
that we really have a procedure for people to file
applications in front of the Board to nodify preexisting
pooling orders and so on and so forth. W were perfectly

wlling to acconmpbdate himas a clainmant, but | think what
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happens, if we don’t hold our, you know, hold to the

regul ations and require stuff in witing, then we get into a
MOVi Ng target situation. We don’t know what he wanted the
day he arrived on our doorstep and it would be inportant to
know t hat .

DANNY McCLANAHAN: Wl | - --.

MARK SWARTZ: Since we’re going to be back here...I

didn’t interrupt you. Since we’re going to be back here in
November, and the reason we’re going to be back is because
when we...when we added himto the unit, the percentages
changed for sone reason another, you know, a light bulb did
not go off that we needed to get the Linkous Horn heirs back
here as respondents because all of the percentages and the
whole unit changed. $So, that’s why we’re going to be back in
November. I don’t care, you know...and I don’t think we
care, since we’re going to be back in November and we can
gi ve himanother election right in Novenber, | suppose. You
know, I don’t really care about this. I’'m not feeling real
accommodati ng, but on the other hand, you know, who cares
since we’re going to be back and you’re going to have another
order. He’s going to have another opportunity to participate
when that Novenber order gets entered. But, you know, the

concern | have is...is nore toward we need to know in witing
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what people that come before this Board want. I can’t walk
in here and explain to you without paperwork what | woul d

| ike to have happen. You know, we don’t ask a lot of people,
but we need the conmttee to insist on it because, in other
words, you’ll never have any closure here.

DANNY McCLANAHAN: Well, M. Swartz, | thought that

| had that renedi ed June the 15th by being added into those
original force pooling.

MARK SWARTZ: And now you’re complaining about the

percentage that was assigned to you when we did the napping.

DANNY McCLANAHAN: That’s exactly right.

MARK SWARTZ: And what I'm saying is you should have

showed up in June and told us this is the percent | think
have in this unit.

DANNY M CLANAHAN: No. No, no, no, no. Al | cane

before the Board was to be added into the original force
pooling orders with the original percent would be added into
t hat .

MARK SWARTZ: I’'m not going to get into a

(i naudi bl e).
DANNY McCLANAHAN: What I'm saying that’s...we done

t hat before, you know.

BENNY WAMPLER: Well, Danny, here is the way it’s
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going to be. 1In November, you’ll have another month of
el ection---.

DANNY McCLANAHAN: Well, | can...l can in witing
have it for next nonth, | have tinme to send it into the Board

and have it before October?

BENNY WAMPLER: I’'m not sure you did.

DANNY McCLANAHAN: | think...there was so nmany days.

BENNY WAMPLER: Yeah, you have so many days and

DANNY McCLANAHAN: That’s right. I believe if I

can---.

SANDRA RIGGS: Thirty (30) days before the hearing.

DANNY McCLANAHAN: Thirty (30) days before the

heari ng?

SANDRA RI GGS: The deadl i ne---.

JIM KI SER Was Fri day.
SANDRA RI GGS: ---was Friday.

BENNY WAMPLER:. Was Fri day.

DANNY McCLANAHAN:  Fri day?

BENNY WAMPLER: Thi s past Fri day.

JIM KI SER  The deadline was Septenber the 17th.
DANNY McCLANAHAN: Well, | can not understand why

they send me papers telling me that I’'m going to be at this
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nmeeting in Cctober and they’re not going to be. Now, they’re
telling that I'm going to be in November. I just keep
getting the run around and put off and put off. | was four
months trying to get to the Board over here with this map.
Now, I’'m getting...I just keep getting the run around.

j ust cannot understand how you all can do this.

SANDRA RI GGS: To get before the Board, all you have

to do is follow the regul ati ons and petition with the
Board- - -.

DANNY McCLANAHAN: Well, the only reason | wanted to

cone over here is to show you...you the Board, that they’ve
changed the maps and they wasn’t told to change no maps in
that force pool. Al they was told to do was add ne into the
original force pooling order. They added ne, but they added
different maps than what was in the original force pooling.

DANNY M CLANAHAN: We understand that and we’ll...

when we...when they cone back in Novenber, when they cone
before the Board or you can cone before the Board, we wl|
i nvestigate the map issue.

DANNY McCLANAHAN: Well, ny legal...like | say, |

feel like if | sign those papers or make any kind of an
election with those that they’ve put in the courthouse, I'm

the same as saying it’s okay, which it’s clear that they’ve
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changed the property lines and you all did not order themto
add me into that force pooling with those maps. That’s what
I’'m trying to say. I mean, to me they broke the law right
there. You all ordered themto add ne into the force pooling
of the T-36 and S-36.

BENNY WAMPLER: Danny, right or wong, those nmaps

that were included in that...in that docketed item were naps
they presented at that hearing in June to the Board and were
included in that order and supported as such.

DANNY McCLANAHAN: Wel |, right there they are then,

S-36 and T- 36.

BENNY WAMPLER: Ckay. Now, right or wrong, that’s

...that’s how that took place and that’s why those got
recorded. Now -.

DANNY McCLANAHAN: Wel |, they never presented no

maps before the Board neither.

BENNY WAMPLER: That was in the packet that the

Board had in June.

DANNY McCLANAHAN: The maps was?

BENNY WAMPLER: Yeah, it wasn’t something they’ve

put in there...that’s what I’'ve been trying to say. It
wasn’t something they put in there.

DANNY McCLANAHAN: Wel |, which...what... M. Wanpler,
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which maps was in that then order? I didn’t have no maps
that showed that you all had anything in there.

BENNY WAMPLER: These weren’t...these maps weren’t

included after the Board’s hearing and that’s what I heard
you suggesting to today, that they put themin after the
heari ng.

DANNY M CLANAHAN: Yes, sir.

BENNY WAMPLER: And what I'm telling you is that was

what...that was...as far as | know, and we can certainly
reconcile that, that was part of the record that this Board
heard i n June.

DANNY McCLANAHAN: Well, it was...no. Like | say, |

I’ve got the mnutes of the neeting right here and
they...they never nodified nothing.

SANDRA RI GGS: They cane with revised exhibits

naming you as a party.

BENNY WAMPLER: And the maps were there.

SANDRA Rl GGS: Renenber the Exhibit E that naned

you?

DANNY McCLANAHAN: Yes, ma’am, I’ve got those, too.

SANDRA RI GGS: Because you didn’t have any exhibits

to go to the pooling order and they furnished them at the

hearing to the Board and handed them out when they went
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around and that’s what got attached.

DANNY McCLANAHAN: But they wasn’t no map, though,

ma’am. It was just...what is it?

SANDRA RI GGS: The exhi bit showi ng the percentages?

DANNY McCLANAHAN: On the force pooling you’ve got,

E, as you all keep com ng back to the claimnts and stuff.
s what E or whatever it is for---?

BENNY WAMPLER: Exhi bit E

DANNY McCLANAHAN: Ckay. Exhibit E

SANDRA RI GGS: That shows the percentages.

DANNY McCLANAHAN: wWell, that’s all they

showed...but they didn’t have the maps, though, ma’am.

SANDRA RIGGES: Well, in terns of the election
t he---.
DANNY McCLANAHAN: No, that...in the ones that----.
SANDRA RI GGS: Exhibit E is what you’re talking
about .

DANNY McCLANAHAN: Wel |, and the ones that they gave

me didn’t have my percentage in it. They just showed that
they would add ne to that.

BENNY WAMPLER: I don’t...you know, I don’t know.

DANNY McCLANAHAN: Well, | will have themw th ne

when...the next tine | cone.
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BENNY WAMPLER: Okay. All right.

DANNY McCLANAHAN: That they gave ne. The ones that

t hey gave ne over there.

BENNY WAMPLER: But we---.

SANDRA RI GGS: For purposes of this hearing, because

his appeal rights expire in the thirty (30) days fromthe
date of recording of this order and his right to el ection
expires thirty (30) days fromthe day of---.

DANNY McCLANAHAN: How come...what I’'m saying though

is, it took themthree nonths to cone up with stuff you al
ordered themin June...June 15th.

SANDRA RI GGS: They don’t...I keep telling you, they

don’t come up with this stuff. The Board drafts these
orders, not the operator.

DANNY McCLANAHAN: | understand that.

SANDRA RI GGS: They cane to the hearing just |ike

you and left here just like you. After that, it shifts to
the Board to do these orders, not the operator.

DANNY McCLANAHAN: Right. Well, how cone the Board

changed those maps is what | keep...I’'m wanting to know why
the Board, or Diane, ever what her |ast nane is, changed
those maps fromthe original force pooling?

DENNI S GARBI S: We’1ll find out. I mean, we---.
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SANDRA RI GGS: That was the nost recent plat on file

with...with the Board with regard to---.

DANNY McCLANAHAN: Wl | ...well, okay, | brought that

up once before. There was S-36 and T-36 and it’s got solid
i nes show ng that they was actually surveyed and now you,
the Board, is going to let thembring a broken Iine map that
shows they was taken from deed descriptions only and they are
trying to say those | ast ones were correct where the first
ones show that they actually surveyed it.

BENNY WAMPLER: Danny, what I’m saying is to you

that we’ll require reconciliation of these maps when this
cones before the Board in Novenber. At that tine, you wl|
have election rights. Now, what we’re being very careful
about is because we don’t really have this before us today.
You have before you---.

DANNY McCLANAHAN: Right. Thirty (30) days to nmake

my el ection.

BENNY WAMPLER.  ---thirty (30) days to nake your

el ection on that particular recorded set of records. Ckay.
This other set of records can be reconciled and repl ace
these. Do you understand that? But to preserve your right,
toreally legally preserve your right, you would have to

appeal to Crcuit Court. You would have to perfect an appea
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during that thirty (30) days because it is an order of the
Board that been recorded. Now, that’s what we’re dealing
Wt h.

DANNY McCLANAHAN: Al right. Well, let nme ask M.

Riggs, i1f I feel like they’ve violated the law and which, you
know, clearly sonething is going on here, would | have to
wite a letter to the Attorney CGeneral because it states
there in the law that...if it’s...there’s a violation,

t hey’re the ones...Attorney is supposed to bring the matter
to the Grcuit Court in the nane of the Commobnweal t h?

SANDRA RI GGS: On behal f of the Board or behal f of

the division. Not on behalf of claimants within the unit.
If you want to go to Circuit Court on these, you wll have to
take an appeal of these orders to Crcuit Court.

DANNY McCLANAHAN: Well, so the Board itself is

saying that they’re not admitting that these people is
violating no kind of |aw?

SANDRA RI GGS: I don’t think we have heard that

i ssue or have made any deci sion on that issue. And with
regard to pooling, there’s not even an requirement that there
be a plat in the order to begin with. You’re...the plat
regul ations pertain to permtting applications. Wth regard

to pooling, all you’re doing is naming potential claimants to

158



© 00 N o o b~ w N P

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

)
1

t he gas, making sure they got notice of the pooling, pooling
all interest and all claimnts---.

DANNY McCLANAHAN:  Ri ght .

SANDRA RIGGS: ---giving thema right to nmake

certain elections. Wen you...which includes a right to

participate. Well, in order to participate, if you don’t
agree with their nunber, you can send themthe check based on
your nunbers.

MARK SWARTZ: Right. That’s right.

DANNY McCLANAHAN: Well, T-3...T-36 well, you’ve got

the map there, as M. Swartz said their attorneys, or ever
what, just searches these deeds and determ ned that | was
just a surface owner. If you’ll look at T-36 well permt,
they wasn’t even on my property or nowheres close to my
property. They showed ny correct percentage of the gas in
t hat wel |

SANDRA RI GGS: Well, if that’s your...they have one

position and you have another. The only way that’s going to
get resolved is by title determ nation, which this Board
can’t do. In the meantime, pending resolution of the title
to the property, you have your position and they have their
position. Their position doesn’t compromise you. You can

still take the position that your percentage is whatever and
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if you want to participate, cut a check for that anount, that
percent age anmount of the participating costs, and you can
participate. It all goes into escrow anyway---.

DANNY McCLANAHAN: Ri ght.

SANDRA RIGGS: ---until such tine as these title

i ssues get resolved by---.

DANNY McCLANAHAN: Wel |, when the title issues gets

resol ved after they’ve recouped their money for the wells,
does. ..does just one-eighth they still go into escrow or do
all the noney go in?

SANDRA RI GGS: One-eighth of everything goes into

escrow. They don’t care who gets that money.

DANNY McCLANAHAN:  Well, | understand that. But

after they---.

SANDRA RI GGS: It’s amongst the plaintiffs.

DANNY McCLANAHAN:  ---recoup that $240,000 for the

production, does that nean they still get to keep getting the
seven- ei ght hs noney?

SANDRA RIGGS: If they are the only participants and

they’ve got the working interest, that’s correct.

DANNY McCLANAHAN: Okay. All right. That’s...I

guess I won’t be able to do nothing until November then. You

know, it’s---.
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SANDRA RIGGS: Well, you can elect...you can el ect

to make your election---.

DANNY McCLANAHAN: You know, as far as I'm---.

SANDRA RIGGS: ---and when you do it, contest the

percent age and say that you nmake claimto whatever your
percentage is based on what---.

DANNY McCLANAHAN: Wl | - - -.

SANDRA Rl GGS: ---ever docunent.

DANNY McCLANAHAN: ---1ike I say, I didn’t get on

the agenda to cone before the Board today, but | do want it
made. . . duly appointed that | have nade that to you all right
today, that I'm contesting everything that they’ve done.

They even...Mark said that they’ve had people up there, got
witnesses saying that I said them lines was correct. I ain’t
never told nobody or never nmet with nobody on ny property
lines.

MARK SWARTZ: Well, you’ll hear all about in

November. We’ll have them here.

DANNY McCLANAHAN: Wel |, okay. That’s...you know,

that’s...that’s all I can do and I hope...I hope that I
can...by Novenber, | will try to obtain ne a |lawer to help
represent ne because | feel like...| really feel |ike you al

are not doing nothing for me. I really do. And I'd like to
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make a request of where this part...if you recorded that,
well, I would like to have a copy of the mnutes on ny part
of it.

COURT REPORTER: You’ll have to contact the

Division...Departnment of Mnes, Mnerals and Energy to get a
copy of it.
DANNY McCLANAHAN: Well, see, they’re burying me in

paperwork again trying to do that...like | said before, you
know, I'm aware of a charge for copies of this and that, you
know. I’ve stated it several times I'm out of work and it’s
hard to fight sonething like this right here when you ain’t
got the noney to be doing that.

BENNY WAMPLER: Well, if you’re just interested in

the portion of your testinony of today---.

DANNY McCLANAHAN: That’s exactly what I'm
interested in.

BENNY WAMPLER:  ---that woul d...that would probably
fall in the category that you can have that w thout cost.

DANNY McCLANAHAN: Ri ght .

BENNY WAMPLER: Okay. Bob, if you’ll take care of
that. I don’t know that. But it probably would because

there’s a certain number of sheets that are free.

DANNY McCLANAHAN: Fi ve pages or sonething |ike
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that, | believe.

BENNY WAMPLER: Sonet hi ng. What ever...what ever that

wor ks out .

SANDRA RI GGS: These are your..these are you

mat eri al s?

DANNY M CLANAHAN: Yeah, | do...l know. | want to

make sure | keep a hold of them

CLYDE KING Are we adjourned?

BENNY WAMPLER: Yes.

STATE OF VIRA NI A,
COUNTY OF WASHI NGTON, to-wit:

|, SONYA M CHELLE BROWN, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 5th day

of COctober, 1999.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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