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BUTCH LAMBERT: Good norni ng, | adi es and gent | enen.

t’s now after 9:00 o’clock and it’s tinme to begin our
roceedings. First of all, I'd ask if you have any cell

hones or ot her conmmuni cati on devi ces pl ease turn those of f

n put themonvibrate. |f youdo havetotake acall, pleas
osoout inthehall. At thistine, I1’dIlike for the Boar
0 pl ease introduce thensel ves beginning with Ms. Dye.

KATI E DYE: Good norning. |’mKatie Dye. |’'m
ubl i c menber from Buchanan County.

SHARON PI GEON: | “m Sharon Pigeon with the offic

pf the Attorney Ceneral.
BUTCH LAMBERT: And |'m Butch Lanbert wth th

partnent of M nes, Mnerals and Energy.

DONNI E RATLI FF: Donnie Ratliff wth Al pha Natural

esour ces representing the coal.

BILLHARRIS: |'mBill Harris, apublic nenber fro

/se County.
BRUCE PRATHER: | "'mBruce Prather. | represent th

pi | and gas industry on the Board.

MARY QUI LLEN: Mary Quillen, a public nenber.

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

Er:er into public comrents. | have signed up Marthy
i1 1ians.

MARTHA GW LLI AVMS: Thank you.

4
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BUTCH LAMBERT: Ms. Gnilliams, if you woul d pl easq

tate your nane for the record.

MARTHA  GW LLI AVE: Martha OGallians, Sal em

irginia, Heir to the Linkous Horn Estate. | have a conment

r a question. We have several accounts...these escro
ccounts that were opened down t hrough the years that wer
| aced in what they explained to us as suspended accounts.
ut we al so know now t hat these noneys were supposed to b
eturned to interest bearing accounts and we would |ike t
nowi f t hat has been done and, if so, we haven’t beennotifie
r wwll it be done and when will be notified of this.

BUTCH LAMBERT: Thank you for your comment, M.

illiams. We’ll ask M. Cooper tol ook intothose suspended
ccounts and report back to the Board.

MARTHA GN LLI AMS: Ckay. That’s all | have. Thank

BUTCH LAMBERT: | know that...|l know that are

ouple out there that we have | ooked at...this Board has
ooked at in the past, but M. Cooper will foll owp and giv
he report back to the Board.

MARTHA GW LLI AMG: M. Asbury was supposed to hav

een | ooking at that and taking care of it. But since he’s
o longer with us, then | thought nmaybe we should bring it

0 soneone el se’s attention.
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BUTCH LAMBERT: Thank you, Ms. OGnmllians. We’ll

ake that into consideration and ook into it.

MARTHA GWLLI AVMS: Thank you, M. Chairnman, and

hank you to the Board.
BUTCH LAMBERT: Ckay. That'’s the only person that

have si gned up for public comment. At thistine, the Board
eedstogointoclosedsessiontotal k...to get sone updat es
rom our Counsel on sone |legal matters. So, |’ll ask M.
illenif shew !l pleasereadthe notionto enter it...for

he Board to go into cl ose session.

MARY QUI LLEN: M. Chairman, pursuant to Sectio
.2-3711(A)(7) of the Code of Virginia, | nove that th

irginia Gas and G| Board convene a cl osed session for
onsultation with |egal counsel regarding specific |ega
tters requiring the provision of |egal advice by suc
unsel .
BUTCHLAMBERT: | have anotion. Dol have a second~
DONNI E RATLI FF:  Second.
BRUCE PRATHER Second.

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

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

BUTCH LAMBERT: Al |l infavor, signify by saying yes.

(AI'l nmenbers signify by saying yes.)
6
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BUTCH LAMBERT: Ckay. At this time, we’ll bg

nteringintoclosedsession. You’'rewelconetostayinthis

Erea. We’re going to nove to anot her roomin the buil ding.
(C osed Session.)

BUTCH LAMBERT: To resune, |7l ask Ms. Quillentq

certify that the business conducted in closed session was

fhat was only could not be conducted outside.

MARY QUI LLEN: “Whereas, the Board has convened

cl osed neeting on this date May 15, 2012 pursuant to a

ffirmative recorded vote and in accordance with th
rovi sions of the Virginia Freedomof Information Act; an

Wer eas, Section 2.2-3712(D) of the Virginia Cod
equires a certification by the Board that such close

eting was conducted in conformty with Virginia Law,

Now, Therefore, the Virginia Gas and QG| Boar
ereby certified that, to the best of each nenber’
now edge, only public business nmatters lawfully exenpte
romopen neeti ng requi renents by Virginial awwere di scusse
n the closed neeting to which this certification applies,
nd only such public business natters as were identifiedi
he noti on conveni ng t he cl osed neeti ng wer e heard, di scusse
r consi dered by the Board. Wew ||l nowhave arecorded vote.

you agree? Mary Quillen: Yes. Bruce Prather?

BRUCE PRATHER Yes.
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MARY QUI LLEN: Bill Harris?

BILL HARRI S: Yes.

MARY QUI LLEN:. Butch Lanbert?
BUTCH LAMBERT:  Yes.

MARY QUI LLEN: Donnie Ratliff?
DONNI E RATLI FF:  Yes.

MARY QUILLEN. Board nenber Katie Dye recuse

herself for conflict of interest.

BUTCH LAMBERT: Ckay. Now, | need a notion fromon

pf t he nmenbers of the Board concerni ng t he busi ness t hat was
conducted in cl osed session.

MARY QUI LLEN: Motion to confirmonly the business

hat di scussed was in the cl osed sessi on.

BUTCH LAMBERT: Wuld you read the notion, M.

illen?

MARY QUILLEN: M. Chairman, pursuant to Sectio
.2-3711(A) (7) of the Code of Virginia, | nove that the Ga

nd G| Board convene a cl osed session for consultation wt
egal counsel ---.

BUTCH LAMBERT: No, Ms. Quillen, we’ve al ready don

hat . Pl ease read the notion that we outlined in th
eting.

DONNI E RATLI FF: Your notes.

MARY QUI LLEN: Yes. M. Chairman, the Board on
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consider...on credible evidence brought before the Boar

ubsequent to previous actions, | nove the Board resci nd an
art of any previous notion or action in the |ast 24 nonth
hat directed paynent on behal f of a payee but mailed to
hird party. Those paynents will be mailed directly toth
ayee.

BILL HARRI'S: | second the notion.

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

Further discussion?
(No audi bl e response.)

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

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, | adies and gentl enen.

Now, we’re ready...we’re calling docket item nunber two.

Thisis apetitionfromCNX Gas Conpany, LLCfor di sbursenent

pf funds from escrow regarding a portion of Tract 1 an

ut hori zation of direct paynent of royalties fromunit R-44,
ocket nunber VGOB-00-0321-0782-03. Al parties wishingt
estify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: Good nor ni ng.

MARK SWARTZ: Good nor ni ng.

9
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BUTCH LAMBERT: You may---.
COURT REPORTER: Anita,---.

BUTCH LAMBERT: Ch, |'msorry. |’'msorry.

(Anita Duty is duly sworn.)
BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Anita, the first item on the docket is
onet hi ng that we of fer testi nony on | ast nonth and t here was
guestion rai sed by the DA about the percentages and thq
racts. Do you renenber that?

A Yes.

Q And after the hearing, did you go back and

check your math and check the acreages? D d you do that?

A | did.

Q And when you did, didyou determne that th
percentages in the application for disbursenent vverj
correct?

A Yes.

Q D d youshortly after those hearings forward

10
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L:affirn1ng your request for the di sbursenents outlined | ast

nth wwth regard to R-44 out of Tract 17?

Further

fhat information to the DGO by enail ?

A | didn’t, but---.

Q Sonebody in your---.
A ---ny staff did.

Q Ckay. Who did that?
A It was Meli ssa.

Q kay. So, as we sit here today, are you

A Yes.
BUTCH LAMBERT: Any questions fromthe Board?

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

BUTCH LAMBERT: Do | have a notion?

DONNI E RATLI FF: Motion to approve.
BRUCE PRATHER: Second.

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

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

BUTCH LAMBERT: Al |l in favor, signify by saying yes.

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAMBERT: (pposed, no.

KATIE DYE: |’I] abstain.

11
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BUTCH LAMBERT: One abstention Ms. Dye. We'r

cal | i ng docket itemnunber three. A petition fromCNX Ga

npany, LLC for the disbursenment of funds from escro
egarding a portion of Tracts 1B, 1C and 1D and th
ut hori zationfor direct paynent of royalties fromunit Q 43,
ocket nunber VGOB-00-0321-0779-04. Al parties wishingt
estify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Ani ta, woul d you st ate your full nane for us,
| ease?

A Anita Duty.

Q Who do you work for?

A CNX Land Resour ces.

Q Ckay. Did you either prepare or supervisqg
khe preparation of this petition for a di sbursenent?

A Yes.

12
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Q Did you sign it?

A | did.

Q Were notices nailed to interested parties”
A They were.

Q And have you provided or are you going t

provide proof of mailing to M. Cooper today?
A I will.

Q Ckay. Is this disbursenment, if it’s

pproved, the kind of di sbursenent that woul d cl ose out thg
ccount or are we going to need to naintainthe account after
he di sbursenent is nade?

A The account woul d stay open.

Q kay. And have you provided the Board wit
revi sed Exhibit Ewith regard to the fol ks that woul d nee
o0 be renai ned escrowed and a revi sed Exhibit EEw th regar
o the split agreenents or other agreenents or orders?

A Yes.

Q Ckay. The reason for this disbursenent

equest 1s what?

A Royal ty split agreenents, 50/50 between th
arties.

Q Ckay. And have you actually...you’ve see
hese split agreenents?

A | have.

13
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Q You’ve held themin your hand?

A Yes.

Q kay. And have you reviewed thenf

A | have.

Q And | think you saidthey provide for a 50/ 50
Bplit?

A They do.

Q And in addition to asking the Board t

ut hori ze a di sbursenent fromescrow, are you al so asking i
our request for an order that you be all owed to pay the fol k
hat have enteredintothesesplit agreenents directlyinth
ut ure?

A Yes.

Q Ckay. Have you prepared an Exhibit A1wth
Fegard to the disbursenent that you’re proposing?
A Yes.
Q (kay. And to cone up with the bal ances and

o forth, did you examne certain records?

A Yes.
Q What ki nds of records?
A The banks deposit records and our internal

ecords show ng what we had sent to the bank.
Q Ckay. And was the goal of that to account

or all of the paynents that your records i ndi cated you nadg

14
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o make sure that the bank has recei ved them and deposited
[hen?

A Yes.
Q And when you di d that, didyou findthat they
pot all of the deposits or were there issues?

A No, they were there.

Q Ckay. And this...have you provided th

oard wth a spreadsheet that actually sets forth th
creage, the names of the owners receiving claimant
ecei ving the disbursenents and the percentages that th

scrow agents shoul d use?

A Yes.

Q And there’s quite a list?

A There is.

Q A page and a quarter, let’s say.

A Yes.

Q Have you broken it down by tract?

A Yes.

Q So, you’ve got proposed di sbursenents with

Fegard to 1B, 1C and 1D, is that correct?

A It is.

Q And have you listed all of the owners that
Ehoul d be receiving the di sbursenent?

A Yes.

15
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Q And have you thenin the second fromthe | ast
colum | i st ed t he 50%per cent age t hat t he escrowagent shoul df
ise for each person when the di sbursenent is nade?

A Yes.

MARK SWARTZ: (Ckay. And rather than have Anit

ead all of this into the record, |I’masking that the Boar
i npl y adopt the Exhibit A-1 as the instruction that shoul
e given to the escrow agent if that’s okay with you all.

BUTCH LAMBERT: We’l| accept it.

MARK SWARTZ: Thank you.

Q The revenue...the royalty revenue that has
feen escrowed here conmes from what wells?

A Q 43 and Q 43A and Q 43B.

Q Ckay. And the Exhibit A-1 actually
Feflects that, correct?
A It does.
MARK SWARTZ: M. Chairman, | thinkthat’s all | havqg

MWth regard to this request.

BUTCH LAMBERT: Any questions fromthe Board?

RICK COOPER M. Chairman, | just have onq

gquest i on.

BUTCH LAMBERT: M. Cooper.

RI CK COOPER To make sure that we have the right

E and EE, what’s your date on that?

16
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Further

cal | i ng

npany,

ANl TA DUTY: April the 9th, 2012.

RI CK COOPER: Ckay. That’s good.

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

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

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

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

BUTCH LAMBERT: Al l in favor, signify by saying yes.

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

KATIE DYE: |’I] abstain.

BUTCH LAMBERT: One abstention Ms. Dye. We'r

I tem nunber four. It’s a petition from CNX (a

LLC for the disbursenent of funds from escro

egarding a portion of Tracts 1A, 1B, 1D and 1E an

ut hori zation of direct paynent of royalties fromunit R-43,

ocket nunber VGOB-00-0321-0781-04. Al parties wishingt

estify,

pl ease cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

17
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ANI TA DUTY

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Anita, would you state your nane for us,
gai n?

A Anita Duty.

Q Who do you work for?

A CNX Land Resour ces.

Q Ckay. Did you prepare or supervise thq

preparation of this petition?

A Yes.

Q Ckay. And this pertains to R 43, is that
Fight?

A Yes.

Q And t he di sbursenent that you’re seekingis

ctually only a portion of the noney on deposit with theg
Escrow agent, is that correct?

A That s correct.
Q And the reason for this disbursenent in
Igeneral I sthe sane split agreenent that we were tal ki ng about

n the last unit, correct?

18
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A It is.

Q And so it’s a 50/50 agreenent that applies
jhere as wel |l ?

A Yes.

Q Ckay. A difference between the |ast

di sbursenment request that we just addressed, item nunber

hree...docket item nunber three, there’s actually a
xhibit that you passed out to the Board today that we’r
equesting that sonme noneys that were placed in escrow b
I st ake be di sbursed first in aspecific dollar anount to get
he bal ance on deposit correct before the di sbursenent usin
ercentages is nade, is that correct?

A That s correct.

Q kay. And there’s a note on the exhibit
hat you passed out this norning that indicates that wth
egard to Tract 1A, that tract shoul d have been pai d by was
scrowed in error?

A Yes.

Q Ckay. And so if the Board directs th
scrow agent to pay a $105, 787.40 to t he James McQui re Trust
nd al so t o CNX Gas Conpany with regard to Exhibit 1Ain thos
peci fic anounts then the account will be adjusted to appl
he percentages and t hat di sbursenent shoul d be nade first~

A Yes.

19
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Q Ckay. Now, noving to the disbursenent
Lhat’s required by the split agreenent that we’ve tal ked

bout, that pertains to Tract 1B, is that correct?

A It is.
Q And...and with regard to that tract, hav
ouasisyour customlistedall of the owners who are supposej
ro recei ve the proposed di sbursenent ?

A Yes.

Q And you’ve al nost got two pages of then?
A Yes.

Q And with regard to each person naned by na

ave you provi ded t he 50%per cent nunber that t he escrowagent
houl d use f or each personto be appliedtothe escrowbal anc

o calcul ate the anount to be disbursed to these people?

A Yes. Now, this exhibit is different
rom--.

Q Right. Right. It’s the end of---.

A It’s just showi ng the overpaynent that

houl d have been paid---.
Q Ckay. But the paynents that the escrow
gent shoul d nmake are actually the Exhibit A-1 list?

A Wthin the...with the petitions.
Q Ri ght. Andifyoulookattheendandvve’\rAj
pboing to cone back to the beginning in a nonent, but if

20
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A

Q
A

look at the note at the end of the Exhibit A-1that’s attached

o the application---?

Yes.

---what does that note say?

The anmount due owners was adj usted by usin

he current val ue m nus t he payout due CNX and Janes McQui re.

Q

een tal ki ng about withregardtothe exhibit that you passe

put today?
A
Q
A
Q

he account

n...being escrowed that shoul d have been paid and havin

dj usted t hat out then the nunbers t hat shoul d be used by th

scrow agent
pplication?
A
Q
A

Q

A

Ckay. And that’s the paynent that we’v

Yes, it is.
kay. So, the---7?
Just to kind of clarify it.

That s fine. So, noving fromwhat was i

are the percentages on Exhibit A1 to th

Yes.
And we have a page and a half of folks?

Yes.

Ckay. And the escrow disbursenents the

pwoul d be fromwhichtracts as aresult of the split agreenent

It’s 1B, 1D and 1E.

21
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Q Ckay. And for each of those three tracts,
have you listed every owner on Exhibit A-1?
A Yes.
Q And in the second columm fromthe end havg
lbou listed the percentage the escrow agent should use?
A Yes.
Q And the account balances here werg
cal cul ated by you as of what date?
A February the 29th, 2012.
Q Ckay. And with regard to this unit, what

fforts didyou nake to determ ne whet her or not the bank had
ecei ved and accounted for the appropriate deposits?

A We conpared the bank’s records with our

nt ernal paynent records to nake sure they were all accounte
or.

Q Ckay. And when you did that, wer
hey...did they show up?

A They were.

Q kay. And this bal ance, obviously, is not
he bal ance that’s going to be in play when t he percent ages
re applied but it estimates the nunbers for interested
arties as of February the 29th?

A Yes.

Q Ckay. And in addition to making thq
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di sbursenents t hat we’ve descri bed t oday, are you al so aski n

hat if this applicationis approved t he operator be al |l owe
o pay the folks listed on Exhibit A-1 who have signed th
plit agreenent directly?

A Yes.

MARK SWARTZ: That’s all | have, M. Chairman.

BUTCH LAMBERT: M. Swartz, can we mark t hi s Exhi bi t

MARK SWARTZ: Ckay.
BUTCH LAMBERT: And just---.

MARY QUI LLEN: Does everyone el se have a Consol copy

pf Exhibit A-1? | only have the last half of the page that
has in ny packet.

MARK SWARTZ: It actually should be two pages.

MARY QUI LLEN: Uh- huh. That ’s. .. does everybody

El se have...that’s in your packet?
BRUCE PRATHER Not in m ne.
BUTCH LAMBERT: | do.

MARY QUI LLEN: Par don?
BUTCH LAMBERT: | do.

MARY QUI LLEN: You do?
BUTCH LAMVBERT: Yes.

MARY QUILLEN: Ckay. | guess they have. I

Just...l don’t knowhave one. Al | had was the last littl¢g
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it and it doesn’t even have the tract nunber on it.

MARK SWARTZ: 1’Il tell you what, 1’Il Iend

ou- - - .

MARY QUI LLEN: That ’s okay. | nean, as | ong as t heyj

ave it, it’s fine.
MARK SWARTZ: Ch, okay.
SHARON Pl GEON: Wl |, there is sone confusion her¢g

between these two exhibits. So, we need to revisit it.

MARK SWARTZ: Well, they’re different.

ANI TA DUTY: Wll, and that’s why | wanted...|

nted to make sure they knew they were different.

SHARON PI GEON: The Chairman is going to address

hat with you.

BUTCH LAMBERT: Yeah. I have | ust on

clarification | think that would help us all out. Tract 1
nd Exhibit A-1is for those fol ks that have signed a 50/ 5
Eplit agreenent and not---.

MARK SWARTZ: Well, 1B...1D and 1E.

BUTCH LAMBERT: (Ckay. Al right. That'’'s---.
MARK SWARTZ: Yeabh.

BUTCH LAMBERT: But on the exhibit that we just

[arkedAAnoneofthosefolksthatarelistedir1lBhavesigne
plit agreenents?

ANI TA DUTY: That have...these are...these ar
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eopl e that have already been paid in a prior disbursenent.
ecause- - - .

SHARON Pl GEON: Everyone on thi s page except 1A has

een paid al ready?

ANI TA DUTY: We’re just...we’re show ng you wher

're getting the overpaynent. We’re giving you...that’
y we didn’t includeit inthe original application becaus
didn’t want to confuse everybody. | wanted to mak
hi s---.

BUTCH LAMBERT: Wl |, boy, you did.

SHARON PI GEON: Real |y, that was your goal here?

AN TADUTY: | “mtal king...I"mnot tal ki ng about th

oard, | ’mtal ki ng about owners...royalty owners because
et calls anyway. | didn’t want to try to explain what ha
appened there. But when we did the disbursenent that wa
he ‘01 we were using the total...we didn’t realize th
ract...at the tinme that Tract 1A was still being escrowed.
, the calculation...so that caused everybody to over pai d.

think it was kind of on both of our...neither one of us

ealized that had happened. So, when we were going t
al ance everything, we real i zed t hat t here was an over paynent
or Tract 1. The supplenental order said that there was
oyalty split agreenent all along. That even though that

uppl enental order said that that’s not what we di
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nternally. W paidthis noney to escrow and we shoul d not

ave, which resulted in everybody that had been pai

reviously getting an overpaynent. So, that’s th
eason...that’s what we’re trying to do here i s showyou what
hey were paid and what they should have been paid an
how...and to show you that that’s the reason why we’r

etting the...CNX is going to take the burden of th
verpaynent to the Cantrells and then Janmes McQuire i s just
oing to be subtracted fromhis...what he woul d have. .. what

e got previously fromwhat he’s due now.

BUTCH LAMBERT: So, t he overpaynent i s not refl ecte

pn Exhibit A-1? That’s still what they’re supposed to get~
MARK SWARTZ: Correct.

ANITADUTY: A-1is howit’s going to be. The onl

hing is what’s on AAis going...needs to be paid first.
rejust tryingtoshowyou howwe pay t hemt o t he over paynent
mount and the---.

BUTCH LAMBERT: So, there’s no deductions of

pver paynent in Exhibit A-1?
MARK SWARTZ: Correct.
BUTCH LAMBERT: Ckay.

ANl TA DUTY: Yeah, this is a paynent that has

rl ready. ..that has al ready t aken pl ace. The only reason for

hat is to show you how we got the nunber.
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SHARON PI GEON:  AA. You said A-1. This one i S

Bl ready taken.

MARK SWARTZ: No. A-1 does not reflect a

pver paynent. That noney has al ready backed out of there.
The A-1 nunbers are accurate to the people that they shoul
e entitled to wi thout any adjustnents.

SHARON PI GEON:  Now?

MARK SWARTZ: Correct.

SHARON Pl GEON: And AArefl ects the history that has

kBl ready happened---?

ANI TA DUTY: A previous paynent. Yes.

MARK SWARTZ: Well, the escrow--.
SHARON PIGEON: ---and you’re just giving us

dditional information?

MARK SWARTZ: Wen there shouldn’t have been a
scrow which resulted in the previous paynent beinJ
pver st at ed because if you’ve got---.

SHARON PI GEON: But it was made?

MARK SWARTZ: ---nore noney in escrow and you’rj
ppl yi ng that percentage to those people that’s why thos
eopl e got nore noney than they should have.

ANl TA DUTY: The people that are on the AA are not

he sane people that are on...these are totally different

eopl e.
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DONNI E RATLI FF: R ght.

BUTCH LAMBERT: Yeah, that was what was conf usi ng.

ANI TA DUTY: This has already taken pl ace.
SHARON PI GEON. And these people have been pai d

hese anobunts whether it was the accurate anount or not, IS
[hat what you’re telling us?

ANI TA DUTY: Ri ght.

MARK SWARTZ: Ri ght.

ANI TA DUTY: And CNX i s going to take the burden of

k he overpaynent to the---.

MARK SWARTZ: The Cantrells.

ANl TA DUTY: ---individuals and then the---.
SHARON PIGEON: This is just for historical

nf or mati on?

ANl TA DUTY: Yes. And the McQuires are just going

o sinply have that subtracted.
SHARON PIGEON:. We’'re acting on this today as

| ways?

ANI TA DUTY: Yes.

MARK SWARTZ: Right. The A-1is the...l nean,

elt like we needed to tell you here is the history of thi
ccount in terns of the good, bad and the ugly. So, the't
robl ens i n the account actually resulted frompayi ng none

nto escrow t hat shoul d never have gone there, which cause
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he balance to be higher which then caused the first

| sbursenment to beinaccurate. So, that...thosearethet
robl ens that are dealt wwth AA.  The note t hen expl ai ns, yo
now, howthat has resulted in an accurate bal ance assum n
he escrow agent nmakes this paynment first so that when yo
pply the percentages in A-1 to these folks in essentiall
he second di sbursenent now out of this unit will have th
I ght bal ance being used to apply the percentages to.

BILL HARRIS: So, we’re still going forward wit

aynents after this is taken care of to those peopl e who ar
n A-1 or have they been paid what they’ve---?
MARK SWARTZ: No. The people in A1 if thig

di sbursenent is approved---.

BILL HARRIS: Are they paid up?

MARK SWARTZ: ---will get...will be paid their

Bhare out of the escrowand they will then be on a direct pay.

BILL HARRI S: Ckay.

MARK SWARTZ: Ckay. But there will still be other

Eeopl e...you know, because if you | ook at the anmobunts it’s
ot zeroing out the account still.

SHARON PI GEON: Wl |, ny Exhibit A-1 does not havq

1-A. .. Tract 1-A
MARK SWARTZ: Correct. Because that wasn’t

sc...that is not being disbursed subjected to a split
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greenent. That was a mstake. That’s why we’re dealin
ith it...that should never have been paid....paid int
SCr ow.

SHARON PI GEON: But is it being disbursed becaus

our application---7?
ANI TA DUTY: Yes.
SHARON PI GEON:

---says that 1-Ais receiving o

di sbur senent ?
MARK SWARTZ: Correct.
SHARON Pl GEON: So, thisisn’t just historical? Wq

And that’s AA nunber.

re acting off this Exhibit AA as well?
ANI TADUTY: The 105, 000 shoul d be pai dto each, yes.
didn’t think

did not want toinclude it in here because

hat all...l nmean, | think for the land owner’s part that it
uld just be nore confusing than it

SHARON PI GEON: Hard to inmagine

is right now

Ckay, | think

BUTCH LAMBERT: But the bottomline is the payees

ren’t being penalized for a CNX over paynent ?

AN TA DUTY: R ght.

oard’s escrow agent ’s over paynent.

ake t hat

MARK SWARTZ: Correct.

characteri zati on,

BUTCH LAVBERT: Ckay.

30
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SHARON PI GEON: A fight for another day.

MARY QUI LLEN: The only thing that---.
BUTCH LAMBERT: Ms. Dye.

MARY QUI LLEN: The only thing that actually you’r

acki ng up and t aki ng care of i s the overpaynent t hat was nad

0 McQuire Trust and CNX?

ndi vi dual s. MQuire Trust we can recoup t hat back fromth

aynent that they will get---.

Fight?

kheir

You’re only recouping fromthat.

di sbursenent, yes.

ANI TA DUTY: Well, MQire Trust and all of th

MARY QUILLEN R ght. That 's what | ’m sayi ng.

MARK SWARTZ: Correct.

ANI TA DUTY: Yes.

MARY QUI LLEN: The others you’re going to eat it,

AN TA DUTY: R ght.
MARK SWARTZ: Ri ght .

ANI TA DUTY: CNX is subtracting that piece frong

MARY QUI LLEN: Ckay. Okay. Ckay.

BRUCE PRATHER: | ’ve got a question. On your

hibit here, | assune this Janes...on 1B, | assune Jame

Quire and Janes Cantrell that’s a 50/50 split. Then woul

he Cantrell Heirs have the sane anount as you have for th
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pver paynent that you shoul d have paid...on the McCQui re Trust
uld that be the total paynent for the Cantrells would bq

INiOke it is here for the Janes McCuire?

ANl TA DUTY: Yeah. 1t’s the 15, 349.

BRUCE PRATHER: Yeah. Yeah. Ckay.

ANI TA DUTY: Actual ly, Janes McCuire got paid that

nmount and then the Cantrells as a whole got paid the sarrj
nount. So, that anount is going to be subtracted frombot
and Janmes McQuire.

BRUCE PRATHER Right. | gotcha.

MARK SWARTZ: That’s the magni tude of the m st ake.

BUTCH LAMBERT: Any further questions?

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

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

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

k here any further discussions?
(No audi bl e response.)

BUTCH LAMBERT: Al |l in favor, signify by saying yes.

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAMBERT: Qpposed, no.
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KATIE DYE: |’I1 abstain.

BUTCH LAMBERT: One abstention Ms. Dye. W'r

cal | i ng docket item nunber five. A petition from CNX Ga

npany, LLC for the disbursenent of funds from escro
egarding Tract 1 and the authorization for direct paynent
f royalties from uni t P(-2), docket nunber
GOB- 06- 0718-1668- 02. Al parties wishing to testify,
| ease conme forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

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

DI RECT EXAM NATI ON

ESTI ONS BY MR SWARTZ:

Q Anita, state your nanme for us, please.
A Anita Duty.
Q Did you either prepare or supervise thqg

preparation of this petition?

A | did.
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E

Mhat ?

> O > O

Q

It would actually close the account?

A
Q

> O >

Q

And it pertains to what tract?
Tract 1.

In what unit?

P(-2).

Ckay. And this disbursenent was approved

It will.

Ckay. And the reason for this request ig

A prevailing plaintiff in a |lawsuit.
Ckay. So, we’ve got a---7?

A Court order.

We’ve got a Court order at the end of

awsui t determ ning that the people that you’re proposingt

ay here on this disbursenent are the people that shoul

eceive a 100% of the noney?

aynents to the escrow agent to the escrow agent’s deposit

I story?

A

> O > O

Q

Yes.

Have you actually seen that order?
| have.

And did you use it to prepare Exhibit A- 17
Yes.

Ckay. Dd you conpare the operator’s
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A Yes.

Q When you did that, what did you |l earn?

A They were all in bal ance.

Q (kay. The...have you given us a list herq

fhat identifies the tract, which is Tract 1, correct?
A Yes.

Q And it gives the percentages that the escrow
lbgent shoul d use in nmaking di sbursenents?
A Yes.

Q Ckay. And would you explain what thqg

Scrow...since this is nuch shorter, what the escrow agent

houl d do?

A Ckay. For Tract 1 the payout should b
airviewLimted Partnership 1284 Carol Ervin 4.1667% an
houl d al so pay 4. 1667%t ot he F. H Conbs Test anentary Trust.

rtha Conbs, John Pobst, Jr., Virginia Linw ck, Richar
obst, Catherine Pobst and Mary E. Jenni ng shoul d be pai
.3333% Levisa Coal Conmpany wll be paid 50%

Q Ckay. And is it your understandi ng that

en you add t hose anounts you cone upwith...just to bal ancqg

his out, the 47804.43---7

A Yes.
Q ---as of the date of this cal culation?
A Ckay.
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SHARON PI GEON: Mark, not interrupt you, but that

estinony just then did not seemto coincide with this A1
hat we have here.

Q (kay. Basically, Anita, what youdidis you
ave the inpression---.

A | kind of...yeah, | know.

Q Ckay. Let’s straighten it out.

SHARON PIGEON: That’s how we get into thes

pver paynents. Let’s got back.

Q Fai rvi ewLi m ted Partnershi p shoul d receiv
12.5% --?

A Yes.

Q ---of the escrow account?

A Yes.

Q And Meredith E. Jenning should receivg
B. 3333% of the escrow account bal ance?

A Yes.

Q And t hen Car ol Ervin, t he Conbs

Testanentary, Martha E. Conbs, John Pobst, Virginia Lej
[i nw ck, Ri chard Pobst and Cat heri ne Pobst shoul d recei veth

ane percentage distribution of 4.1667, correct?

A Yes.
Q And---7?
A. Each.
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Boar d?

Bhoul d recei ve what ?

PAny further discussion?

Q Each. And then the Levisa Coal Conpany

A 50%
Q O the anmount on deposit?
A Yes.
Q Ckay.

SHARON Pl GEON: Not goi ng forward?

MARK SWARTZ: It’s closing the account.
SHARON PI GEON: Ch, okay.
MARK SWARTZ: That’s all | have.

BUTCH LAMBERT: Ckay. Any questions from thq

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

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a noti on and | have a second.

(No audi bl e response.)

BUTCH LAMBERT: Al |l in favor, signify by saying yes.

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAMBERT: (pposed, no.
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KATIE DYE: |’I1 abstain.

BUTCH LAMBERT: One abstention Ms. Dye. We'r

cal | i ng docket i temnunber six. It’sapetitionfromCNXG

npany, LLC for the disbursenent of funds from escro
egarding Tract 4 and the authorization for direct paynent
f royalties from uni t P(-3), docket nunber
GOB- 06- 0718-1669- 02. Al parties wishing to testify,
| ease conme forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: | would like to incorporate all of

Enita’s testinony from the |ast hearing because this ig
xactly the sane including the percentages.

BUTCH LAMVBERT: Accept ed.

ANI TA DUTY

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

DI RECT EXAM NATI ON

ESTI ONS BY MR SWARTZ:

Q And now just to sunmarize, okay, this wll
cl ose the account.

A It will.

Q And if we got to Exhibit A1, are thqg
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ercent ages the sane as the ones that we reportedinthe | ast
Eearing?

A They are.

Q So, the disbursenment instructions to theqg
Escrow agent would be exactly the sane?
A They woul d.

MARK SWARTZ: That’s all | have.

BUTCH LAMBERT: Any questions fromthe Board?
SHARON PI GEON: Thi s i s al so based on a Court order
MARK SWARTZ: Correct.

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: That’s all.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Just one question. This will closq

Kk he account, is that correct?

MARK SWARTZ: Yes.

ANI TA DUTY: Yes.

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a noti on and | have a second.

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

BUTCH LAMBERT: Al |l in favor, signify by saying yes.

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
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BUTCH LAMBERT: Qpposed, no.

KATI E DYE: |1l abstain.
BUTCH LAMBERT: One abstention Ms. Dye. Ve'rg

cal | i ng docket item nunber seven. A petition from EQI

roducti on Conpany on behal f of Carence W Traux, Jr. for
he di sbursenment of funds fromescrow, Tract 3, unit 503308,
ocket nunber VGOB- 04-0420-1283-02. Al parties wishingtqg
estify, please cone forward.
SHARON PI GEON: Once agai n.
BUTCH LAMBERT: Good nor ni ng.

JI MKAI SER Good norning. M. Chairman, if | coul

ndul ge you for just one second. | know you all have bee
ery accomodating to us on our requests regardi ng today’
ocket. We’'re going to nmake like politicians and flipflo
gain. | think based on the way things are goi ng, we’re j ust
oi ng to ask that we go ahead and run ours strai ght through,
f that’s okay with you, instead of noving that one to thqg
nd |ike we’d ask yesterday.

BUTCH LAMBERT: Onh, okay. Sure. W can do that.

probl em

JIMKAISER M. Swartz is okay with that becauseq

've assured himthat it’s not going to take very | ong.

SHARON PI GEON: He | ooks thrilled.

BUTCH LAMBERT: Ckay. M. Kaiser, you nmay proceed.
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JI M KAl SER Have you been sworn?

R TA BARRETT: Nope.

(Rita Barrett is duly sworn.)

JIMKAI SER. The first three di sbursenents that

ave before you this norning are a little unusual in that

've di sbursed M. Traux’s...the Board...he has actuall
eceived his noney on all three of these units. O course,
'redoingoneat atinme. Thisistheunit for well 503308.
1, I"mkind of...| guess I’I|l let the sworn witness tell
ou the story.

R TA BARRETT

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR KAl SER

Q So, Ms. Barrett, what’s your nane, who ar
ou enpl oyed by and in what capacity?

A My nane is Rta MAothlin Barrett. | 7
npl oyed by EQT Producti on Conpany as a contract | and agent.

Q kay. And did we do a di sbursenent petitio
or this unit back in January of this year?

A Yes, we did.

Q And has there been a disbursenent order

f ssued by the Board?
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A Yes.
Q And then what happened subsequent to that

pr der ?

A Subsequent to the order EQI m st akenly pai

dditional noney into the escrow account.

Q Wl l, you say mstakenly, but it may hav
een sort of apassinginthe mail process type of thing. It
ooks like the...there was a di sbursenent of $50, 953.44 t

Traux in January?
A Correct.
Q And t hen EQT sonewher e around t he sane ti ng
de another deposit into the wescrow for Novenber
roduction---7?
A Yes.
Q ---is that correct and the anount of that
deposit was $294. 467

A That s correct.

Q And that...that figure represents thq
scrow for the unit as a whole, correct?

A Yes.

Q Ckay. And so then if we take M. Traux’s
ercentage of the escrow for that unit, which is 41.0575%
rs that correct?

A Yes.
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Q And then we woul d owe...or M. Traux needs
ko be disbursed fromescrow an additi onal $120. 907
A. That ’s correct.

JIM KAISER Nothing further at this tinme, M.

[Chai r man.
BUTCH LAMBERT: Any questions fromthe Board?
SHARON PI GEON: Do we have any kind of an exhi bit

For that? | guess we have sonething here. It’s not---.

MARY QUI LLEN: Yeah.

JI MKAI SER W j ust sort of have that summary sheet,

leah.
SHARON PI GEON: Is this what you...you rely on?

JI M KAl SER That s what they prepared.

R TA BARRETT: Yes.

Q And the rest of that...the bal ance of that
294046 would remain in escrow for Tracts 1 and 2?
A. That ’s correct.

SHARON PI GEON: Way don’t we mark that sheet A-1 i

he usual fashi on as our reconciliation sheet sothat we hav
hat .
BUTCH LAMBERT: Any further questions from th

oar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further,---7?
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MARY QUI LLEN: Just---.

BUTCH LAMBERT: ---M. Kaiser? OCh, |'m sorry.

Qi | I en.
MARY QUI LLEN: Just one question. Are you asking

s to look at all three of these at the sanme tine or
ndi vi dual | y?

JI MKAI SER No. | thinkwe’d better just do...takq

hemon at a tine because they’re different anounts.

MARY QUI LLEN: Ch, okay. Gkay. Thank you.

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER No, sir.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by saying yes.

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAVMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Kaiser. That ' g

Efproved. We’'re calling...we’re going to take about a te]

inute break if that’s okay. A quick ten mnute break an
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pe’ll resune.
(Break.)
BUTCH LAMBERT: GCkay, |adies and gentlenen, if

ou’ll please take your seats we’l|l resunme our proceedi ngs.

're cal Il i ng docket itemnunber eight. AwpetitionfromEQI
roducti on Conpany on behal f of Carence W Traux, Jr. for
di sbursenent of funds from escrow, Tract 4, unit 702844,
docket nunber VGEOB- 93- 0420- 0366-02. Al partieswshingtdg
kestify, please cone forward.

JIMKAI SER. JimKai ser and Rta Barrett on behal f

pof EQT Producti on.
BUTCH LAMBERT: You may proceed, M. Kai ser.

R TA BARRETT

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

DI RECT EXAM NATI ON

ESTI ONS BY MR KAl SER:

Q Ms. Barrett, is this a very simlar or
xactly simlar situation to the itemthat we just heard?

A It is.

Q And coul d you just go ahead and ki nd of tell
khe story here?

A I n January of 2012 EQT had a di sbur senent of
522, 005. 89. Subsequently to that disbursenent order, EQI
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nadvertently paid into the account...into the escr 0]
ccount $285.71. M. Traux woul d have 13. 27620%of that an

are here to get $37.93 out of escrow for M. Traux.

Q And t hat woul d cl ose t he escrowas t o hi mbut
hen---7?

A Tract 4, yes.

Q ---those remaining...that little bit of

emai ni ng noney t hat was pai dinadvertently i n January woul
till belong in escrow and it would be distributed armn]
Tracts 1, 3, 5 and 67?

A That s correct.

Q kay. And woul d you ask t hat any order t hat

he Board i ssue direct that futureroyalties paiddirect...bq
Laid directly to M. Traux?

A Yes.

JI M KAI SER. Not hing further, M. Chairnan.
SHARON PI GEON: Let’s mark this page---.

JIMKAI SER. Ch, and we will mark our summary sheet

s Exhibit A-1.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER No, sir.

BUTCH LAMBERT: Do | have a notion?
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k here any further discussions?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

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

(No audi bl e response.)

BUTCH LAMBERT: All infavor, signify by saying yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Kaiser. That ' g

pproved. We’re calling docket item nunmber nine.
etition fromEQT Production Conpany on behal f of C arencj

Traux, Jr. for disbursenent of funds fromescrow This
s Tract 1, unit 535612, docket nunber VGOB-03-0819-1174-02.
| parties wishing to testify, please cone forward.

JIM KAISER Jim Kaiser and Rita Barrett for EQI

roducti on Conpany.
BUTCH LAMBERT: You may proceed, M. Kai ser.

R TA BARRETT

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

DI RECT EXAM NATI ON

ESTI ONS BY MR KAl SER:
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Q Ms. Barrett, is this again the exact sa
Bituation as the previous two itens?

A It is. In January of 2012 EQT di sbursed
$116, 566. 43. Subsequent to that di sbursenent order, ther

s noney paidintoescrowintotal of $363,093. M. Traux’
ercentage of that escrow would be 81.01639% We’re her
oday to di sburse $294.84 to M. Traux. W woul d | abel that

hibit A-1.

Q And the renmaining noney would be escrowy
hat s still in for Tract 2 of that unit?

A That s correct.

Q And woul d you ask that any order direct EQI

fopayall royaltiesdue M. Traux directly fromhere forward?
A Yes.

JI M KAl SER. Not hing further, M. Chairnan.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAl SER No, sir.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER Second.

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

Further discussion?
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(No audi bl e response.)

BUTCH LAMBERT: Al l infavor, signify by sayi ng yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAVBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Kaiser. It’s

Bpproved.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: We’re cal | i ng docket i temnunber 10.

petition fromEQI Producti on Conpany on behal f of Mary C
K;yes and St andard Banner Coal Corporation for disbursenent
pf funds fromescrow for unit VC 538607,
docket nunber VGEOB-07-1113-2071-01. Al partieswishingtdg
kestify, please cone forward.

JIMKAI SER. JimKai ser and Rta Barrett on behal f

pf EQT Production Conpany.
MARY MAYES:. Mary Mayes for Mary Mayes.

TAVARA FONTINOG | ’m Tamara Fonti no. | "m an

ssistant to Mary Mayes.
BUTCH LAMBERT: Thank you. W need to swear you in,

| ease.
(Mary Mayes and Tamara Fontino are duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kai ser.
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R TA BARRETT

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR KAl SER

Fequired by statute?

[:ry Mayes and Victoria Rasnake and Standard Banner Coa

Q Now, Ms. Barrett, if you would state your
ane for the Board, who you’re enployed by and in what

apacity?

A My nane is Rta Barrett. |’menployed b
QI Production Conpany as a contract |and agent.
Q And is this a disbursenent request for th
Il in...or wells in unit 5386077
A That s correct.

Q And have all parties been notified as

A Yes.

Q And what tracts are we di sbursing fron?
A We are disbursing fromTracts 1 and 3.

Q Is this a partial or a full disbursenent?
A This is a partial.

Q And what is the reason for disbursenent?

A There’s a royalty split agreenent between

rporation dated July the 27th, 2007.
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Q And have the figures been reconcil ed by EQI

ersus the figures of the bank?

A Yes. However, it appears that there wer
one checks that were nai | ed by EQT t o WAchovi a t hat wer e not
ut in to these accounts and EQT is currently working t
ectify that and fi gure out what checks weren’t cashed or put
nto those accounts by Wachovia. So, we think that ther
i1l be, infact, additional noney that will go to Ms. Mayes
n the future.

Q And have we discussed that fact with M.

yes this norning?

A W have.

Q Ckay. So, is sort of...has it been her

equest that we go forward wi t hthe di sbursenent today sot hat

he can go ahead and receive this noney that has been...an
he w || address this, it has probably been incorrectly put
nto escrowall this tinme, sothat she can get that noney an

hen when the final reconciliation of the Wachovia errors |

onpleteandif thereis noney still due her that been escro
wi || conme back and di sburse agai n?
A Yes.
Q Ckay. And what percentage for this

articular petition should the Board use for disbursenent

urposes? Isit the percentages that arerepresentedinthg
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ext to the last colum on the right titled percentage of
scrowed funds on the spreadsheet that is attached to our
pplication?

A Yes.

Q Ckay. And who should receive thesqg
di sbur senent s?

A Mary Mayes and Vi ctori a Rasnake for Tract 1
6. 32405% St andard Banner for Tract 1 26.324057% Tract
3 Mary Mayes 4. 174147%and Tract 3 St andard Banner 4. 174147%

Q And have you provided the Board wt

hibits E and EE to reflect the disbursenent that we’r
Eki ng for today?

A Yes.

Q And woul d ask that any order by the Boar
tipulatethat anyroyalty duetoeither Ms. Mayes or St andar
Eanner be paid directly going forward?

A Yes.
JIM KAISER Nothing further at this tinme, M.

al r man.

BUTCH LAMBERT: Ms. Barrett, is it your testinon

hat the sheet, and we’ll | abel it A1, that th
nmount . ..summary of the bank dated 2/2012 at 11,918 ther
ould be additional noneys once the bank account 1§

econci |l ed from Wachovi a what ever the m stake nmay be?
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!

Rl TA BARRETT: Yes, sir. W think that there w |l

e addi tional noney that should have been paid into escro
or this particular unit by Wachovi a.

BUTCH LAMBERT: | want to turn to our assistant t

he Board and ask M. Cooper and Ms. Davi s, is that sonethin
hat i s being tracked or being identifiedthrough the escro
hat audit that was bei ng conduct ed?

DI ANE DAVI S: Yes, sir, itis. | don’t knowif thi

articular has been addressed yet or not. But as we hav
ound t hese what we have found i s sonetines they’ve entere
he wr ong docket nunber on the check and as a result the ban
osted it to the wong account or that checks were sent
rior to. So, we could probably even | ook during | unch an
ee if we have found anything on this.

BUTCH LAMBERT: Is this one of the accounts that

ad...that we have gone through and |ooked at or yo
robably...do you know t hat ?

DI ANE DAVI S: W probably have. Yes. W probabl

ave. | can’t guaranteeit. She has finished EQT’s, right?~

Rl CK COOPER: Yes.

DIANE DAVIS: |1’l|l be glad to go | ook.

MARY MAYES: | would like to state if it would b

Il right wththe Boardthat we all bowour heads inatribut

oRck Crites who had worked with ne diligently on this an
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e brought it tony attention that there was nore noneys owe
nd he was workingonthis. | wouldsaythat youall probabl
now who | “mtal ki ng about. He worked out of the Pittsburg
ffice. | do believe he has been before the Board maybe
ouple of tinmes. But he was working...l would like to as
or us to bowour heads inatributetohim if it’s okay wit
he Board.
BUTCH LAMBERT: |’'m not sure who...who are

al ki ng about ?

JI M KAl SER. He passed away.

RI TA BARRETT: Rick Crites. He was our director of

lpccounti ng.

BUTCH LAMBERT: Ch, yeah. | ’msorry. Absolutely.

Yes, Ms. Mayes, that would be very appropriate.
(A nmonent of silence.)

BUTCH LAMBERT: kay, thank you. Thank you, M.

yes. | appreciate that.

MARY MAYES: Thank you so much. | want to thank &

ot of people that tried to help with ne, Butch especially,

ou and M ke Abbott and M. John Matney. But, unfortunately,

ou know, whenever difficulties arise no matter how nuc
aperwork you have if you don’t have the correct paperwor
rom the main office out of Pittsburgh the remttanc

tatenments that go alongwith this gas well. Now, why this
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Sput in...whyit was put i nan escrowaccount i s beknownest
o either me, Equitable or to the guys that sitting up therg
rom the Lebanon office because all of ny paperwork was

igned. | signedasplit agreenent wth Standard Banner. |

I gned t he agreenent with EQT. Wy this has went in and wh
never received any noneys on this is unconparable to ne.
signed a split agreenent with Standard Banner because

usband was in a nursing facility and | desperately neede

he noney at the tine. So, | allowed EQT to drill the gas
|l's. For the major part, | ’ve had no naj or problens. But
have had a | ot of problens of dealing...trying to get this
efore the Board because | knew this gas well took part of
front yard to arental property that | had on ny property.
, | wanted to discuss it with you all and al so acknow edgq
i ck and his endeavors to help ne.

BUTCH LAMBERT: | s there an expl anation, M. Kai ser

pr Ms. Barrett, if there was a split agreenent how cone-- -~

RI TABARRETT: | “mnot sure howthis onefell throug

he cracks. Apparently, when we had different partie
rki ng on the pooling orders apparently they weren’t awar

f the split agreenent that was signed in 2007 between M.
yes and Standard Banner. But she’s right---.

BUTCH LAMBERT: So---7?

RI TA BARRETT: ---it shoul d have never have beeny
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ut into escrow.

BUTCH LAMBERT: So, after we...the Board wl|

pprove this di sbursenent today. So, going forward it will
e direct paynents, is that correct?

R TA BARRETT: Yes.

JIMKAI SER: Yes, sir. Andthenif wefind...if th
nvestigation finds that there is additional noneys in thj
nit that are attri butable to Ms. Mayes then we’l| come back
efore you and di sburse them agai n.

BUTCH LAMBERT: (Okay. So, M. Cooper and Ms. Davi s,

f we can research that quickly...l nean, we nmay or may not
e able to tell but we can go | ook during lunch and see.

MARY MAYES: Well, | had a nei ghbor who |ived next

oor, Danon Rasnake, and he owned part of that well. He got

aidfor hislikeclockwork. But | have all of his statenents

f where he got. He had | ess acreage in that gas well tha
did. | had hel ped himoriginally and told hi mhow to get
he split agreenent and howto get hi s noney started. | aske
im | said, well, didyou get your noney w t hout any hitch~

said, yeah. He said, | guess you just call it the luc
f thedraw. So, you know, maybe that’s what it is. But |’
ure that there is additional noneys floating aroun
onmewhere that | should have had in ny pocket.

BUTCH LAVBERT: Well, Ms. Mayes, we’re certainl
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rking really hard, Rick and the staff, in auditing all of

hose escrow accounts. After...when they get finishe
ooki ng at their portions of just reconcilingthose account
hen we will...this Board is in the process of hiring a
ccounting firmwho will take a nore in-depth | ook at eac
ne of those. So, all three of us working together,
opefully, we’ll beableto findthat di screpancy for you an
et that noney back to you if you’re due that noney.

MARY MAYES:. | thank you, sir.

BUTCH LAMBERT: Thank you, Ms. Mayes. It’s good

keei ng you agai n.

MARY MAYES: Thank you all.

BUTCH LAMBERT: M. Kaiser, anything further?

JIMKAI SER. W’d ask that the petition be approved

s submtted, sir.
DONNI E RATLI FF: Motion to approve.
BILL HARRI S: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al |l in favor, signify by saying yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAVMBERT: (pposed, no.

(No audi bl e response.)
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SHARON PI GEON: Jim we’ll go ahead and mark your

Feconciliation A-1.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: The next itemon the docket is iteng

unber 11. A petition from EQr Production Conpany for
| sbursenment of funds fromescrow for a portion of Tract 1,
nit 536190, docket nunber VGOB-06-1114-1761-02. All
arties wshing to testify, please cone forward.

JIM KAISER M. Chairnman, Jim Kaiser and Rt

arrett for EQT Production Conpany.
BUTCH LAMBERT: You may proceed, M. Kaiser.

R TA BARRETT

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

DI RECT EXAM NATI ON

ESTI ONS BY MR KAl SER:

Q Ms. Barrett, is this another disbursenent
equest ?

A It is.

Q Have all parties been notified as required

by statute?
A They have.
Q And what unit are we disbursing fronf
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Tract 17

Tract 1.

pr for nme to have.

WO9s in all of thent

A We are disbursing fromunit VG 536190.

Q And what tract?

A Tract 1.

Q Is this a partial or full disbursenent for
A This is a partial.

Q kay. And the reason for the di sbursenent?
A Apparently, EQT recei ved sone royalty split

lgreenent s bet ween Range Resources and the other parties i

Q Yeah. | think I’ve got themright here.
SHARON PI GEON: And t hat woul d be good for us to havg

JI M KAl SER Have you got these, D ane?

DI ANE DAVIS: |Is that the big package you sent ne?q
JI' M KAl SER:  Yeah.

DI ANE DAVIS: Yes. | got them Have you got

JI M KAl SER Yeah.

DI ANE DAVI S: Yes.

BUTCH LAMBERT: Can we get our Counsel a copy?

DI ANE DAVI S: Yes, we can.
BUTCH LAMBERT: Thank you.

SHARON PI GEON: Are they all the same percentage?
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RI TABARRETT: Yes. Apparently, they’reall 75/ 25.
SHARON Pl GEON: Ckay. Thank you.

Q And have vyou...have the figures been
Feconcil ed between the escrow agent and EQT’s figures?
A Yes.
Q And the...as of what date are thesqg
di sbursenent figures?

A As of February of 2012.

Q And what per cent age of escrowshoul d be use

or di sbursenment? Wuldthat bethe...it’s a75/25split a
ou’ve testified to. But the percentage of the escrowe
unds inthe unit is depicted inthe next tothe last colu
pn the right of what we are calling Exhibit A1, is that
correct?

A Yes.

Q And that woul d be the figure that the Board
pwoul d use for their ultimte disbursenent?

A Correct.

Q And who should...well, should all th
arties that are listed on Exhibit A-1, should they be thj
rol ks receiving the disbursenent?

A Yes.
Q And have you provided the Board wth
Exhibits E and EE to reflect this disbursenent?
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A Yes.

Q And should all of these royalty interest

pwners be...should the order direct...do you ask that th
prder that all of theseroyalty owners be paiddirectly goinj
F orwar d?

A Yes.

JIM KAISER Nothing further at this tinme, M.

al r man.

BUTCH LAMBERT: Ms. Barrett, are you going to reaj
|1 of the names or woul d you | i ke for us to accept those int
he record?

RI TABARRETT: | woul d beg t hat you woul d accept t hat

xhibit into the record.

BUTCH LAMBERT: Accepted. Any questions fromthqg

oar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI MKAI SER: W’d ask that the petition be approved,

M. Chai r man.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.

BRUCE PRATHER: Second.

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

Further discussion?
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(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by saying yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAVBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Kaiser. That ' g

Bpproved.

JI M KAl SER. Thank you.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: The next itemon the docket isite

unber 12. The Board will consider a petition filed b
chael Ham | ton appealingthe DGOD rector’s decisioninth
nf or mal fact-finding hearing 240007 and infornmal
act-findi ng heari ng 240008, docket nunber
AB- 12- 051-3067. Al parties wishing to testify, pleas

conme forward.

JI M KAI SER Ji mKai ser and possi bl e George Hefli

[or EQT. 1’ve not received any correspondence or nessag
romM. Hamlton. | guess you mght ask if he’s here.

MARY QUI LLEN: He’s com ng.

JI MKAI SER:  No, that’s George. | "mtal ki ng about

M. Ham | ton.
MARY QUI LLEN: Oh.

BUTCH LAMBERT: |Is there a M. Mchael Ham | ton
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present ?

SHARON PIGEON: Did you see himthis norning?

JIMKAISER No. | believe he lives in Maryl and.

don’t even knowif we need to swear him | nmean, based ony

he fact that M. Ham |t on has not nade an appearance for hi s
ppeal , we woul d ask that the Board uphol d the deci sion of
he Director R ck Cooper in this matter for both of thesq
ermts as entered on or executed on the 27th of March, 2012.

BUTCH LAMBERT: M. Cooper, would you provide us

ith just a brief history of what we’re here to deci de upo
oday.
R CK COOPER: Yes. M. Hamlton has filed a

bjection. | think the first hearing was in March of 201
nd he di d not show up. So, it was postponed until My of
010. TimHam | ton, the brother of M chael Ham |ton, showe
p and then M. Kaiser and M. Heflin presented their case.
t that tinme...let ne correct that. |Inthe May hearing, M.
flinand M. Kai ser gave their testinony and M. Asbury th
revious Director postponed it a third tinme. During th
hird hearing TimHam lIton’s brother, M chael Ham | ton, di
how up. M. Heflin and M. Kaiser wanted their previou
estinony to go on the record. They went ahead an
estified. They had the |land agent there alsototestifyo

ehal f of the property. It’saverysnmall...it’slikeafour
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undredths ownership in
hi s---.

JI M KAl SER Yes, you’reright. 1It’s 0.04%of thqg

urface ownership.

Rl CK COOPER: The Hamlton’s have |ike four

undredths. But after all of the testinonies, M. Hamlto
aid that he had no evidence to bring forward. He had n
estinony to give. So, there was never any testinony or an
vidence to dispute the claimof EQT in this matter. The
rought forwardtheir titl e and deed work t hat di d i ndeed sho
hat they had the right to progress onto this property an
scertain their mneral.

JIM KAISER W actually were requested by M.

bury to small brief on the matter, which we did and M.

mlton and didn’t file a brief or file any evidenc
at soever.

Rl CK COOPER: So, t he concl usi on was. ..l have spoke

0 M chael Ham | ton nunerous ti mes and even as recent as | ast
ek and still he has no evi dence or no docunents to di sput
ny of the clains. They keep sayi ngthey have, but they hav
ever cone forward with any docunents for ne to see or | ook
t.
BUTCH LAMBERT: Are there any questions fromthq

oard for M. Kaiser or M. Cooper?
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deci sion of the Division Director either to uphold or t

SHARON Pl GEON: Just to clarify onthe record, this

s an appeal froma hearing concerning a permt? That’s howy
t happened to be before the Board?

RI CK COOPER. Correct. That is correct.

JIM KAl SER Actually, two permts, | think.

R CK COOPER: Yes, two permts.

BUTCH LAMBERT: Two...two permts.

RI CK COOPER A pipeline permt and a well permt.
SHARON PI GEON: W have sonet hing in the docunents

hat we have provi ded today signed by M. Ham | ton t hat says

e objectingtoit, but it doesn’t track any of the statutorj
bj ections that are all owed to an owner for objections to
ermt. Thisisit. It’s all w have. | would mark---.

RI CK COOPER: That is all we have i s the one docunent

hat was ever submtted. That was all that was ever
ubmtted on behalf of M chael Ham | ton.
SHARON PI GEON: | woul d suggest that you mark that

hibit Ajust sothere’s no questi on about what we’re | ooki ng

BUTCH LAMBERT: Are there any other questions for
Cooper ?

(No audi bl e response.)

BUTCH LAMBERT: If not, do | have a notion on th]

65




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

Further discussion?

esci nd that deci sion?

MARY QUI LLEN: Mbtion to uphol d t he deci si on of thqg

i rector.

BRUCE PRATHER: Second.

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

(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by sayi ng yes.

(Al'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAMBERT: (pposed, no.

KATI E DYE: No.
BUTCH LAMBERT: We’re calling docket nunber 13.

The Board on its own notion will consider a revision or

clarification to the | anguage of the Nora Coal bed Met haneg

[jeld Rules. This will be docket nunber VGOB-89-0126-0009.

roviding testinony will be EQT.
(George Heflin and Abby Tonkevich is duly sworn.)

BUTCH LAMBERT: M. Cooper, woul d you provi de us

ittl e background before receive any testinony, please?

RI CK COOPER This particular issue had cone up

ear or so ago. | guessit woul d have been one year this past
ebruary. There had been a couple of violations cited
egardstothe fracturing |l evel of acoupleof wells. It wa

det erm ned that the well s were fract ured above what t he Nor
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leld Rules currently have. Through the process we’v

rked and t al ked over the | ast si x or ei ght nont hs and we’v
ane to the conclusion that, and EQT has cane to the tabl

ith the point that the elevation of the Nora Coal Fiel

houl d be noved up and that there i s produci bl e coal s abov
ere it was originally stated. W have agreed to thos
erns at this tinme and we brought this in front of the Boar

0 change the Nora Field Rules to nove it up to the Kenned
o the base of the Pennsylvania to broaden the fracturin
attern. The thing that | point out here, this does not
xclude the fact that the conpany still has to protect th
ter. So, theystill have to be 300 feet beneath t he | onest
nown wat er source, at |east that. Al so, they still have't

ave consent to stinulate 750 feet hori zontal Iy and 100 f oot
ertical fromthis site here. It does not negate the fact
hat they still have to do that.

BUTCH LAMBERT: | guess at this tine, we’ll hear

estinmony fromEQT on the need for the Board to reconsider
he Nora Field Rul es to i ncl ude ot her seans t hat may be abl ¢
0 produce gas whil e at the sane ti ne protection of the water
one areas. So, M. Kaiser, would you |ike to proceed?

JIM KAl SER: Yes. | guess we’ll call M. Abby

Tonkevich as a w t ness.
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ABBY TOWKEVI CH

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR KAl SER

Q Abby, if you coul d state your nane, who yoy
rk for and in what capacity.
A My nane i s Abby Tonkevi ch. | ’ve a geol ogi st
t EQT.
Q And have you been i nvol ved i n their coal bed
t hane programin Sout hwest Virginia?

A Yes.

Q And would it be your professional opinio
ased upon your educati on and experience that this changet
he Nora Field Rules order is necessary in order to nor
ccurately define the produci ble coal seans in that field~

A Yes.

Q And could you explain why or sort of th

eol ogy of it?

A I nmean, we would |ike to produce any, yo
now, possi bl e coal seans. As far as the way thi ngs have bee
gdone previously in our understandi ng of what coal seans
coul d produce, we stinul ated those foll owi ng, you know, th

Fequirenents of the State and it was m sunderstanding inth
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rding of the original docunents that were out there.
Q So, inother words, | guess whenthe ori gi nal
Il el d was established since that tine operators or at | east
QI and maybe even ot her oper ators have di scovered that t herq
re additional producible coal seans above drai nage that

coul d be produced in that field?

A Yes.
Q And woul d it be accurate to say that you’vi
al ked to the other CBMproducers in Sout hwest Virginia an

hey woul d be in agreenent with this clarification?
A Yes.
JI MKAI SER: Not hing further of thisw tness at this

i me, M. Chairnan.

BUTCH LAMBERT: | would i ke to direct the Board’s

ttention to in your package you have an

pr der - - -.
DONNI E RATLI FF: We don’t have it.
BUTCH LAMBERT: You don’t have it.
BRUCE PRATHER: | 'd i ke to ask a question, please.
BUTCH LAMBERT: M. Prather, before you do, |et
ead this. | think this pretty nmuch says what their askin

or the Board to agree wth their testinony and
larification of the rule. Since you don’t have it in your

acket, "Il readit. It says, “It appearingthis Board that
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k he applicant Equitabl e Resources Exploration is the owner
pf the right to devel op and produce oil and gas fromthj
coal bed known as t he Raven, Jawbone, Upper Horsepin, M ddl

rsepi n, War Creek, Beckl ey, Lower Horsepi n, t he Pocahont as

8, Pocahontas No. 4, Pocahontas No. 4, Pocahontas No. 1

nd ot her associated formati ons known as the coal...Nor

al bed Gas Field underlying the | ands described in the na
ttached.” 1t goes on. But |I think what the question her
s that nowthat the conpany that started produci ng t he Nor

al bed just Ii ke Ms. Tonkevi ch stated ot her formati ons hav
ow been determ ned to produce gas and the conpanies, E
hi nks t hat that | anguage “ot her associ ated formati on kno
s the Nora Coal bed Gas” al so i ncludes that. But there wa
one di screpanci es of whether or not the D vision of Gas an
1| agreed with that interpretation because it didn’t
pecifically address it in this |language. So, that’s what

're here to deci de whet her or not there’s areasonto nodif
his order to include those seans or not.

JIMKAISER | think that’s a good summati on of th

ssue.

SHARONPI GEON: | think there’s actually two i ssues.

e, does the origi nal Nora order include anythi ng above th

ven? One question. Nunber two, | think you’re hereif

determne...or the Board determnes that it does not, yo
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pould like it nodified to i nclude above the Raven?
JI M KAl SER: Correct.
SHARON PI GEON: It’s two question.

BUTCH LAMBERT: kay. So, are there any...let ng

pbi ve you just a few m nutes.

BRUCE PRATHER | ’ve got just---.

BUTCH LAMBERT: kay, M. Prather. |’msorry.

head.
BRUCE PRATHER Jim did you say that you were goin

o...if this was coal seans that were even above drai nage.
i d you...is that what you said?
JIMKAISER Well, if I did, | didn’t nmean to.
ABBY TOWKEVI CH: Yeah. Yeah.

BRUCE PRATHER: | nean, as far as | “mconcerned if

ou want to protect the groundwater, you’re going to havet
eep thing bel ow drai nhage sonewhat otherwise if you fra
hese t hi ngs above drai nage the sand i s going to cone out o
he hillside.
JIMKAISER No, this...this would all be bel ow.
GEORGE HEFLIN. If | may, all of this is bel oy

dr ai nage. W don’t frac anything bel ow drai nage.

BRUCE PRATHER: Al'l right.

GEORGE HEFLIN: It’s simlar to what you’re sayi ng.

Ifyou'regoingtoprotect Ailifier youneedto be bel ow...you
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avetoconfidetothe State Regul ati ons whichwouldn’t allo

stodoit anyway. Wth the stinulation we would have t

ave a consent to stinulate fromthe coal owner and oper at or
nd operator of record for any formation that we want t

tinmulate and again it doesn’t nake any sense really to tr

o stimul ate anyt hi ng above drai nage or even try to produc
nyt hi ng above drai nage. Mbost of the coal was either...nost
f the gas either escaped because of cuts or breaks in th
urface or sonething simlar tothat. Mst of your gas yo
on’‘'t see down below the Ailifiers and deeper.

JI M KAl SER Yeah, again. | guess to kind of su

t up. Oiginally, we took the position that the original
leld rules order was good because the associated...

hought the | anguage associated formations with the Nor

al bed Gas Field covered that. The DGO and nmaybe t he Boar
ook the position that we needed to clarify that. | think
hat nost producers have found that there are additional
roduci bl e seans bel ow dr ai nage above (inaudible). That'’s
at we’re here to ask for.

BRUCE PRATHER: Ckay.

GEORGE HEFLIN: Right. And one of the differences

etween the Nora Field and the Gakwood Fi el d and the ot her
elated fields that have had field rules established is i s

here has been basically a top formation and a botton
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or mati on. The Nora formation...the Nora Field and our
nterpretati on was nam ng any coal seam available that ig

roducti ve. In this particular case, by producing thig

anguage and getting it put intothe order it wll clarifie
reor less atop for the Nora Field and the bottomfor th
ra Field. It will be nore or | ess the sane type of order
hat at the end of the day as you have with the Gakwood an
he Pilgrinms Knob and those areas.
MARY QUI LLEN: What woul d you propose as the top~
GEORGE HEFLIN:. W're saying in this one th

anguage that we would like to incorporate would be all
roduci bl e coal seans and associated formations naned or
nnamed coal seans from the Kennedy to the base of th
ennsyl vani an Coal Seans it may be devel oped and sti nul at ed.

MARY QUI LLEN: And that is withinthe Range of bel o
pf the Ailifier?

GEORGE HEFLI N: Correct. Now, sonetinmes it’s lik

one of these seans even t he Jawbone whichis adeepformatio

ich is deep mning coal plus sonetines a surface mnin
oal . You havetorenenber these coal s deepand alsoinclin
nd sone pl aces t hese particul ar formati ons are exposed abov
he surface and other places are a mle deep.

MARY QUI LLEN: Right. So, it’s goingtochangefro

ocation to location but keeping it within the boundaries
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hat is currently in the | anguage of the field rules?

GEORGE HEFLIN. Right. R ght. Wat we woul d Iikj

o0 have is the flexibility to be able to produce thos
eans- - - .

MARY QUI LLEN: Ri ght.

GEORCGE HEFLIN:  ---without issue if and when wq

penetrate that seamand it’s productive.
BRUCE PRATHER | ’ve got a question, M. Chairman.
BUTCH LAMBERT: M. Prather.

BRUCE PRATHER It has al ways been ny inclination

hat once you get 300 or 400 feet bel ow drainage if you hit

coal seam down there’s probably not nuch pressure left.

, basically what we’re tal ki ng about woul d be at what dept
uld you say limt what you’re going to do because | knou
f you get up 200 f oot bel owdrai nage you’re not goingto frac
hat thing.
GEORGE HEFLIN: Again, it woul d depend on the coal

eam and what we see in the log as we---.
BRUCE PRATHER And the pressure.
GEORGE HEFLIN: Right. Right.

BRUCE PRATHER: Yeah. | nean, that is alimting

Factor is---.

GEORGE HEFLIN:. Right. That’s correct.

BRUCE PRATHER ---because, you know, you’'re sq
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Bhallow a | ot of the gas has | eaked out to the surface.

GEORGE HEFLIN: Correct.

BUTCH LAMBERT: O by protection of the water zones.
GEORGE HEFLI N Yes, sir.

BUTCH LAMBERT: And it would still have to be bel oW

k hat water zone.
CGEORCGE HEFLIN: Ri ght.
BUTCH LAMBERT: M. Heflin, in January 26, 1989

her e was t esti nony present ed when est abl i shi ng t he Nor a Coal
leld 171l read directly fromthe transcript, it said...lI
uess that’s M. Ramadie. It said, “Yes, the Jawbone Seany
pr lower. Al though possibly in sonme area...other areas it
could be the Raven. It mght also be feasible if it falls
down | ower.” So, | guess the question being this was 1989

en a lot of the fields hadn’t been devel oped yet. But

SHARON PI GEON: That was the testinony for this

prder for the Nora Field order.

BUTCH LAMBERT: Yeah, | think | stated...but nowy

lgi ven that field is nore devel oped are you finding that
hese...that Raven m ght not be the top seanf
GEORGE HEFLIN: That ’s correct.

SHARON Pl GEON: Where i s the Aily seami n connecti ony

MWth the Kennedy? | believe |I heard you

75




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

kay---.

GEORGE HEFLIN. The Aily sean?

BUTCH LAMBERT: The Aily seam  She not fromaround

ere.

GEORGE HEFLIN: 1t’s the different pronunciation.

t’s |li ke Dante and Dante and Dant e.
SHARON Pl GEON: Whatever that is that starts wt

n A
GEORGE HEFLIN: Inthis particular caseit would b

el ow t he Kennedy.

SHARON PIGEON: In this particular case, is that

-7

GEORGE HEFLIN. Well, | should say in all cases.

m sorry.

SHARON PI GEON: That’s part of the problem here.

're getting in this particular case and---.
GEORGE HEFLIN. Right. Right.
SHARON PI GEON: So, it---.

GEORGE HEFLIN: What we were | ooking for was th

eans to try to establish a top for this particular field.

course, the bottombei ng the basenent or the very botto
f the Pennsylvania coal seans because there’s nunerous
ennsyl vani a coal seans naned. Wether or not at the end of

he day howmany tinesit will frac the Kennedy, | don’t know.
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t depends on again the depth of the Kennedy inrelations tq
he oi|l and gas requl ati ons plus whether it’s productive or
on- productive---.

JIM KAl SER And the water Ailifier, correct?

GEORGE HEFLI N: ---and the water Alifier. But

t’s to help establish so that if we do drill down and g
hr ough produci bl e coal seans that we’re al | owed t o sti nmul at
hose coal seans and produce those coal seans.

BUTCH LAMBERT: Wl |, | think the key here that

ave to keep in mnd is the protection of the water zone.

GEORGE HEFLI N: Correct.

RICK COOPER: Right. Youstill have to be a m ni nunj

pf 300 feet or 50 feet bel owthe | owest known wat er hori zon.

GEORGE HEFLIN: Correct.

BUTCH LAMBERT: So, M. Heflin, are you asking th

oard to clarify the top sean?

GEORGE HEFLIN: | "masking that we incorporate th

anguage as we requested to clarify a top...the nost to
ormati on that can be stinul ated, yes.

SHARON PI GEON: Wl |, again, back to the fact that

here are two issues here. | don’t think there is an
larification to be done on the top because the order read
romthe top down very specifically. But the second issu

f you want to nodify the Nora and use the Kennedy as the to
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Beam But | don’t think that can be interpreted as

clarifying the order that’s in existence.

guestion other than just trying to fornmulate in ny mnd of

GEORGE HEFLIN. Al right. Let ne rephrase that

hen. We’'d like to nodify the order to i nclude the Kennedy
nd bel ow.

BILL HARRI S: The only comment that | ’mmaking.. .|

uld like to make personally it would help to...you know,

he geol ogi c charts that show where all of these seans are.

enyou all start starting tal ki ng about t he Kennedy, | hav]

o i dea of where we are. | knowthe Pennsylvanianis at th
ower end. | don’t have...| guess | don’t have...yeah, thank
ou.

BUTCH LAMBERT: Sorry.

BILL HARRI'S: That 's okay.
SHARON PIGEON: Is this what he wants?

BUTCH LAMBERT: | gave it to him
SHARON PI GEON: Ch, okay.

BILL HARRIS: | really don’t have a specific

ere we where. So, basically we’reraisingthe ceilingt
ncl ude t he Kennedy?

GECRGE HEFLIN: That’s correct. And all seans i

et ween.

BRUCE PRATHER The Kennedy is a very gassy coal
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peam

GEORGE HEFLIN: I n pl aces.

BRUCE PRATHER: Wl |, it’s pretty much. .. al t hough,

Eou know, | don’t knowt oo nuch about whereit’s real shal |l ow
ut it’s avery gassy coal seam It usually nakes gasonits
pwn, the Kennedy gas.

GEORGE HEFLIN: That’s what we’re hoping for.

MARY QUILLEN. Well, as you learn nore an

re...whenthesefieldrules werewittenthere was probabl
ot as much i nformati on and certainly not enough exploratio
hat had been done there to have i ncluded everything and a
t involves over tine and nore wells are drilled you’r
I scovery nore and you’re opening up your opportunities t
i nd the gas.
GEORGE HEFLIN: That ’s correct.

JI M KAl SER. Yeah, 1989 was a |ong tine ago.
MARY QUI LLEN: Yeah.

GECORGE HEFLIN: That’s correct. W had imted

Information. Wth technol ogy changi ng everyday---.

MARY QUI LLEN: Exactly. Technol ogy has nade---.

GEORGE HEFLIN Horizontal drilling is going tq

change a ot of drilling opportunities also.

MARY QUI LLEN: ---many things possible now that

Mheren’t in '89.
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BRUCE PRATHER George, do you think that your

casi ng programfromthe surface dowmn will...in other words,

n sone pl aces you m ght have t hat Kennedy at nmaybe 400 f eet .

you think in sone respects that the casing programis

| ready set up for the top of the whole is going to give yo
ny kind of conflict that you mght be up there that th
ennedy m ght be 200 and we’ve got the State having th
ter...or the anmount of pipe is 300? Do you envision an
f that?

GEORGE HEFLIN: That coul d happen and it probab

as happened i n t he past where we’ve had to | eave produci bl

oal seanms behind because the one above the Ailifier, th
owest point of the Alifier and we couldn’t produce it
ecause of the possibility of...we would beinconflict wt

he regul ations. But there is going to be that possibilit

oi ng forward.

ABBY TOWKEVI CH And the way we run casing too, |

an, we pay peopl e to go out and survey, you know, to wher¢g
he wat er i s and we put our casi ng bel owthat point too. So,
herefore, that automatically---.

BRUCE PRATHER: Wl |, | nean, all | ’mtal ki ng about

s | wouldn’t want to have a conflict that we approved thq
ennedy and---.

ABBY TOWKEVI CH: Ri ght .

80




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

BRUCE PRATHER: ---it’s up in our casing program

GEORGE HEFLIN: | think that M. Cooper touched bas]

pn it that no matter what we do here it’s still...the Stat

egul ations wi || dictate what we can and can’t produce from
f it’s above the 300 foot or if the Ailifier is at 350 or
00 we can’t stinul ate anything above that.

BRUCE PRATHER kay. | just wanted to nmake surq

didn’t have a conflict.

GEORGE HEFLIN. Right. Right.

BUTCH LAMBERT: Any ot her questions or comments fro

he Boar d?

JI MKAI SER: Ms. Pigeon, | “mthinkingthat naybe an

hiswill...thedraft order that we prepareinthe secondlin
m ght want to change clarification to nodification.

SHARON Pl GEON: Mbdi fi cati on.

JIMKAISER We’l| get that to you.
SHARON PIGEON: Carification is going to be an

Bppeal for ne.

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER  No. We’d ask the request...th

equest that we’ve nmade for this nodification of the Nor
i eld Rul es order be approved.

BUTCH LAMBERT: Do | have a notion on request t

dify the Nora Field Rul e to i ncl ude the Kennedy coal seanf
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| 1 owm ng EQT?

woul d t hi nk.

xisting field rule.

k he Board brought it before the Board on their own notion.

SHARON Pl GEON: And bel ow.
BUTCH LAMBERT: And bel ow.

MARY QUI LLEN: Mbtion to approve.
DONNI E RATLI FF: M. Chai r man.

BUTCH LAMBERT: M. Ratliff has a coment.

MARY QUI LLEN: | "m sorry.

DONNI E RATLIFF: The way this reads are we only

GEORGE HEFLIN: No. No. Just would be field w de,

SHARON PIGEON: No, this is a nodification of an

MARY QU LLEN. O the field rules, right?
BRUCE PRATHER Uh- huh.
SHARON PI GEON: A straight nodification.

JIM KAISER We’re just the requester.
SHARON PI GEON: Actually, you did request it, but

JI M KAl SER. Ri ght .
GECRGE HEFLIN: Correct.

JIM KAl SER Right. Wich we appreciate.

BUTCH LAMBERT: | have a notion from M. Quillen.
BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second. Any]
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Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by sayi ng yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you. That sure will bq

jodi fi ed.
JI M KAl SER. Thank you.
GEORGE HEFLI N Thank you.

BUTCH LAMBERT: We’re cal | i ng docket itemnunber 14.

petition fromCNX Gas Conpany, LLC for pooling of coal bed
thane unit C20. Thisis docket nunber VGOB- 12- 0515- 3059.
| parties wishing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty. W woul df

i ke to continue 20 for a nonth.

BUTCH LAMBERT: Conti nue nunber 207?

MARK SWARTZ: Yes. We’'re told that there’s so

easi ng opportunities that mght cause that to be affected.

BUTCH LAMBERT: Cal li ng docket item nunber 20.

etition from CNX Gas Conpany, LLC for pooling of coal be
t hane unit ZZZ-32, docket nunber VGEOB-12-0515-3065. It
i1l be continued until?

MARK SWARTZ: Just a nonth.
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BUTCH LAMBERT: One nont h?

MARK SWARTZ: Yes.

BUTCH LAMBERT: It will be continued until June.

You may proceed, M. Swartz.
MARK SWARTZ: W're goingtostart wth G 20, docket

ftem 14, if that works.

ANI TA DUTY: He al ready did.

BUTCH LAMBERT: Yes, sir. |’ve called it.

ANI TA DUTY

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Anita, you’re still under oath, okay.

A Ckay.

Q And who do you work for?

A CNX Land Resour ces.

Q kay. And this is a pooling application,
correct?

A It is.

Q Ckay. And it involves what kind of a unit?

A An Gakwood 80 acre unit.

Q And how many wel |l s are proposed?
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Two.

And who is the applicant?

CNX Gas Conpany.

Q Ckay. And who is that the applicant

> O »

roposes woul d be the operator if the pooling application
[Zere approved?

A CNX Gas Conpany.
Q And in that regard, is CNX Gas Conpany, LL(Q

b Virginia General Partnership---?

A Yes.

Q ---or actually Limted Liability Conpany?
A Ch.

Q Sorry.

A Yes.

Q Ckay. Is it authorized to do...is CNA

kbut hori zed to do business in the Commonweal t h?

A It is.

Q Has CNX regi stered with the DWE?

A Yes.

Q And does it have a bl anket bond on file?
A It does.

Q Ckay. Have you...what did you do to noti f:_/I

reopl e that we were going to be having a hearing today wt

egard to C 20?
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A | mailed by certified mail return receipt

equested on April the 13th, 2012 and published in th
|uefield Daily...the notice and location map in th
| uefield Daily Tel egraph on April the 18th, 2012.
Q kay. And have you...do you have with yo
oday your certificateswthregardto mailing and your proof
pf publication so you can file those with the Director?
A Yes.

Q And what i nterest has t he appl i cant acquired

n this unit and what are you seeking to pool in terns of

er cent age?

A We’ve acquired 89. 5375%o0f the coal, oil an
as owner’s claimtothe CBM W 're seekingto pool 10. 46251
pf the coal, oil and gas owner’s claimto the CBM

Q Ckay. And this is one of the rare unitg
Where there’s no escrow requirenent?
A Correct.
Q Ckay. Have you provided well cost
j nformation?
A Yes.
Q Andthe total, | believe, is $564,467.63, is
fhat correct?
A Yes.
Q And that’s the conbined cost of the twg
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pr oposed wel | s?

A. It 1Is.
Q And the first well estimated cost is what]
A $201,838.63 with an estinmated depth 2,45

Feet. The permt nunber is 6546.

Q 65467

A Yes.

Q kay. And then the second wel|?

A C 20A is $362,629, 1,750 feet estimted

depth and the permt nunber is 12132.
Q Ckay. Andif we |l ook at the map of the unit
It appears that both of these wells are located within thg

drilling wi ndow?

A They are.

Q kay. Do you want to add any respondents
[ oday?

A No.

Q Do you want to dism ss any?

A No.

Q And what are the standard...are the |eas

erns that you have offered to people that you’ve been abl
0...well, the nearly the 90%of the unit that you’ve bee
ble to | ease, what are those terns?

A Five dollars per acre per year with a fiv
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ear paid up termand a one-eighth royalty.

Q kay. And woul d you recomrend t hose terns
o the Board with regard to the deened to have been | eased
ppt i on?

A | woul d.

Q Ckay. Isit your opinionthat drillingt

rac wellsinthedrillingw ndowof this Cakwood 80 acre unit
s a reasonabl e way to devel op coal bed nethane fromw th
nd under the unit?

A Yes.

Q Is it your further opinion that if yo

conbi ne a pool i ng order poolingthe respondents herewithth

ol ks that you’ve been able to reach agreenents wth, th
orrelativerights andinterests of all owners and cl ai mant s
i 11 be protected?

A Yes.

MARK SWARTZ: That’s all | have.

BUTCH LAMBERT: Any questions fromthe Board?
BILL HARRI S: Yeah.
BUTCH LAMBERT: M. Harris.

BlILL HARRI S: Let ne ask about the AFEs. W hav

wo AFEs that are, is that correct, at the end, that are ver
issimlar in their presentation of detail? |Is there

eason why those two are so different?
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MARK SWARTZ: 11 years.
BILL HARRI S: Ckay.
MARK SWARTZ: The first one is Cctober of 2001

pnd- - -.

BILL HARRI S: Ah.

MARK SWARTZ: ---the second one is now. What
happened---?

BILL HARRIS: We’ve asked---.

MARK SWARTZ: What happened was this unit initiall

s sought to be pooled in the one. There was a concl usio
eached that everybody was | eased. So that order wa
acated. Then subsequently we felt like it needed to b
ooled. So, we’ve got a well that’s 11 years old. That’s
he cost difference.

BILL HARRI' S: Thank you.

MARK SWARTZ: Did | get that right or do you need

fo straighten ne out?
ANI TA DUTY: No, that'’s---.
MARK SWARTZ: Ckay.

ANI TA DUTY: A | ease expired.

MARK SWARTZ: (Okay. A |ease expired.

ANl TA DUTY: It shouldn’t have, but---.
SHARON Pl GEON: Have t hese been drill ed? Have they]

been drill ed?
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kach wel |l separately?

(No audi bl e response.)

SHARON PI GEON: And the election rights will go tqg

ANI TA DUTY: Yes.

MARK SWARTZ: You can pick and choose?

ANl TA DUTY: To these i ndividual s.
SHARON Pl GEON: W have a di fferent situation here.

You pool ed and t hen you didn’t pool on the first one and no

lou’re pooling---.

MARK SWARTZ: No, they’re getting one electio

pption. They’re---.

SHARON PI GEON: One el ection option for---.

ANl TA DUTY: They’re either both or none.

MARK SWARTZ: Ri ght.

SHARON PI GEON: So, they can participate in over
5564, 000 pl us---?

MARK SWARTZ: Ri ght.

SHARON PI GEON: ---or not?

MARK SWARTZ: Correct.

SHARON PICGEON: They cannot participate in

5201, 0007
MARK SWARTZ: Correct.

BUTCH LAMBERT: Any ot her questions fromthe Board?j

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

BUTCH LAMBERT: Do | have a notion?

BRUCE PRATHER Mbtion to approve.
MARY QUI LLEN: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by sayi ng yes.

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

KATIE DYE: |’I1l abstain.

BUTCH LAMBERT: Ckay, | adies and gentlenen, we’r
oing to take an hour break for lunch. If you’ll please bj
Eack by 1:00 o’cl ock.

(Lunch break.)
BUTCH LAMBERT: If you’ll please take your seats,

"Il resunme our proceedings. W're calling docket ite
unber 15. Apetition fromCNX Gas Conpany, LLCfor poolin
f coal bed nethane unit D 32. This is docket nunber
AB- 12- 0515-3060. Al parties wishing to testify, pleas

conme forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.
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ANI TA DUTY

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

DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Anita, would you state your nane for us,
| ease?

A Anita Duty.

MARK SWARTZ: M. Chairman, | would like to, if I

coul d, incorporate Anita’s prior testinony this norning
pbout the applicant and operator and the | ease terns.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you, sir.

(Anita Duty and Mark Swartz confer.)
MARK SWARTZ: Anita says that | ’m supposed to ask

outo conbinethis with the next one sinceit’s exactly thqg
ame peopl e.

BUTCH LAMBERT: Wl |, we’l | do exactly what she asks

s to do.

ANI TA DUTY: Thank you.

BUTCH LAMBERT: Ckay. W’'re also calling ite
hunmber 16. Apetition fromCNX Gas Conpany, LLCfor pooli nJ

pf coal bed nmet hane unit E- 32, docket number
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A0B- 12- 0515- 3061.
MARK SWARTZ: Appeari ng onthat one al so Mark Swart z

nd Anita Duty.
BUTCH LAMBERT: Ckay. You may proceed, M. Swart z.

ANI TA DUTY
DI RECT EXAM NATI ON RESUMES
[QUESTI ONS BY MR SWARTZ:

L Q Are these...Anita, state your nane for us
gai n.

A Anita Duty.

Q kay. And who do you work for?

A CNX Land Resources.

Q | "mgoing to remain you that you’re still
binder oath, okay?

A Ckay.

Q Al right. Did you either prepare or
Bupervise the preparation of these applications?

A | did.

Q Ckay. And didyousignthe applications and

kK he notices?

A Yes.
Q Are both of the units OGakwood units?
A Yes.
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Q kay. And are they Oakwood 80s?
A They are.

Q Ckay. What did you do to inform th

espondents that we were...and other people that we wer
Loi ng to have a hearing today?

A For both docket itens the...we mailed b
certified mail return recei pt requested on April the 13th,
P012. For both they were pub...the notice and | ocati on ma
Mhere publishedinthe Bluefield Daily Tel egraph on April th
18t h, 2012.

Q And have you brought wi th your certificates
Wth regard to mailing and your proof of publication so you
can file those with M. Cooper today?
A Yes.

Q Ckay. Would you take...would you tell us

at interest the applicant has acquired in the units by
greenent or purchase and what it isineachof theunits that
he applicant is seeking to pool ?

A For unit D32 we have acquired 100% of thqg
oal owner’s claimto the CBM W are seeking...no wait.
'msorry. W have acquired 89.1469% of the oil and gas
wner’s claimto the CBM We’re seeking to pool 10.8531%of
he oi | and gas owner s cl ai mtothe CBM For unit E-32 we’vqg

cquired a 100% of the coal owner’s claim to the CBM
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8.8719%oof the oil and gas owner’s claimto the CBM We'r
eeking to pool 1.1281%of the oil and gas owner’s claimt
he CBM
Q Wth regard to both of these units, do yo
nt to add any people as respondents?
A No.
Q Do you want to di sm ss any of t he respondent s

f hat you noticed?

A No.

Q kay. The...let’sstart with D-32 and j ust
ook for...the plat. It looks like there are two wells
Lroposed for this unit.

A There is.

Q And oneisinthew ndowand oneis just south

pf the wi ndow, correct?
A Yes.
Q Ckay. Have you provided well cost

Estinates for both the wells in E-32?

A Yes.
Q And woul d you tell us about those?
A For well D32 the estimated cost 9

5386, 813. The estimated depth is 2,287 feet. There’s n
permt at this tinme. For well D 32A the estimated cost i

5284, 951. The estimated depth is 2,350 feet. There’s n
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L

A Correct.

Q Turning to E-32, how many wells arqg
pr oposed?

A One.

rmt for that one either.
Q And from a participation standpoint, th
nbi ned cost is reflectedinthe notice and i s what armuntj
A $671, 764.
Q Ckay. As long as we’re on D32, it |ooks

ke we have an escrow requirenent.

A Yes. For a portion of Tracts 2 and...3 and

Q kay. And let’s |look for a nonent at that.

| ooks |ike there’s just a piece of the...those tractsg

at’s in conflict.

A Yes.

Q A quarter?

A A quarter interest in both.

Q Ckay. And you’ve reflected that in your
hi bit E?

A | have.

Q And there’s no Exhibit EE and fromthat can|

conclude that as far as you know there are no split

reenents for unit D 327
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Q Ckay. And in reference to the plat, it

J ooks Iike that well is actually in the drilling w ndow.
A It is.
Q And what information have you provided tqg

he Board with regard to the costs permtting status of that
1?2

A The estimated cost is $337,827. Thg
stimated depth is 2,310 feet. There is no permt at this

I me.
Q kay. And that’s a frac well, correct?
A It is.
Q Andthetwowellsintheother unit, the D33

bnit, are also frac wells?
A They are.
Q And with regard to E-32, is there also an
Escrow requirenent ?

A For a portion of Tracts 2 and 3.

Q Ckay. And we have the sane situation wth

Lhe Rogers Cousins being in conflict with LBR Hol di ngs for

quarter?
A Yes.
Q Ckay. And that’s represented in your
Exhibit E?
A It is.
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Q And, again, with regard to E-32 we do not
ave, at least as far as we know, an Exhibit...any split
[greenents. So, there is no Exhibit EE
A Correct.

Q Ckay. Is it your opinion that if yo

conbi ne a pool i ng order pooling the respondents that you’v

otifiedandnanedinthese applications withtheleasingan

cquisition efforts of the applicant that the correlativ

ights of all of the owners and claimants here will b
rot ect ed?

A Yes.

Q And is your further opinion that drillin
pne wel |l in the windowof E-32 and drilling two wells inth

ocations depicted in the plat in D032 is a reasonable wa
o devel op t he coal bed net hane resource fromw t hi n and under
hese units?

A Yes.

MARK SWARTZ: That’s all | have, M. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Duty, on D-32 we’ve got two wel | s

End we have two AFEs. |If | wanted to participate, would |
ave to participate in both wells or would | have thqg

ppportunity of either or?
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ANl TA DUTY: Both together.
BUTCH LAMBERT: And why woul d | haveto dothat? Wy

couldn’t | select awell? If I'min...if I'min a unit or

Tract 1A and | just want to participate in

32 why couldn’t | do that?

ANl TA DUTY: Well, | guess...|l nean, | guess it’s

eally up to you all howyou want us todoit. If you woul

at her us do separate, we can.

BRUCE PRATHER: Wl |, you woul d of fer both wells t

he royalty owners and i f they just wanted to be in one the
hat would be it, wouldn’t it?

MARK SWARTZ: Well, here’s the problem A lot of

I mes we are here and we’ve al ready pool ed a unit and peopl
adtheir electionoptioninthefirst well. So, nowthey’r
etting an el ection option in the second well and from our
tandpoint they can take a pass on it. You know, the
aven’t...by electing in the first well for a known nunber
hey di dn’t sign up for the second one. Historically, whe
have beenin front of the Board wth tw wells at the sa
I me the orders have cone down because we have presented it
hat way that, you know, you’re in for a penny or you’re i
or a...| mean, you know, you’ve got to participate in bot
pf  them My view from an accounting standpoint an

conceptual |y standpoint, if you’re doing them at the sa
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i me ny viewwoul d be just to direct people to el ect in bot
f them but it’s totally up to you all. | nean, you hav
he power to incorporate terns in the orders.

BUTCH LAMBERT: Wl |, | "ml ooki ng at t he AFEf or bot

|1's and conbined well, you know, if...l mght elect t
articipate in D 32A at $284, 000 versus well maybe | don’t
nt to or can’t participateina $600,000. |’mjust askin
guestions here just tosee what therational isfromyour sid
pf why it’s none or both.
MARY QUI LLEN: | can’t renenber thi s questi oncomn

p before. | always assuned that they could elect t
Earticipate in one or both if they had that option.

BRUCE PRATHER: Yeah

MARK SWARTZ: | 'm pretty sure the order states
otal conpleted cost and it’s the conbi ned nunber they waj
[hey’re draft ed.

DIANE DAVIS: It use not to be. It is now

MARY QUI LLEN:. That’s the reason that---.

DI ANE DAVIS: At one tine, the estinmted

Costs---.

BUTCH LAMBERT: Well, we did this on one just

ew...just before lunch and we all owed both of them That
as kind of bothered ne the whole tine that...since we di

hat why we---.
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be---.

ANI TA DUTY: Which if you would rather us do thenp

ndi vi dual l y, we can do that.

BUTCH LAMBERT: Well, | thinkit’s a Board deci si on.

m just asking questions here from--.

ANl TADUTY: Wel |, that s what...| nmean, that’s what

nmeant you as the Board.

SHARON Pl GEON: The statute says wel|.

BUTCH LAMBERT: The statute says well.

MARK SWARTZ: And | guess ny response woul d

SHARON Pl GEON: Who cares.

MARK SWARTZ: ---l1'mnot sure it matters---.
(Laughs.)
MARK SWARTZ: ---because, you know, the plural ca

an the...you know, | nmean, | woul d have to spend sone ti
ith that statute. Sharon and | have these di scussions all
he tinme, okay, and | guess all of you anticipated that kin
f a response, which is awesone, you know. But the part of
he st at ut e, you know, whi ch...whichis why we’re not pushin
ack here real hard, you know, thereis a...it’s very clear
nthestatutesthat one of theresponsibilities of this Boar
stodescribethefinancial ternsthat goinanorder. That,
ou know, you have these options and these are the terns t hat

re going to apply for these options. So, | nmean, there’s
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ot doubt innmy m nd that you all have t he power to say, you’veg
Eot to participate in both or you can participate in one or

pt her .

BUTCH LAMBERT: Well, | was kind of...to go back t

at Ms. Quillensaid, | was just kind of, | guess, under th
npressi on that when this cane up before that fol ks had th
ption to either or until we heard testinony from M. Dut
hat sai d no you’ve got to have themboth or you’re out. So,
hat ’s---.

MARK SWARTZ: Well, the way the order...the way]

aragraph nine of the order has read historically there is
nunber that gets filled in for the total applicable cost
unber. My recollectionis it’s the conbi ned nunber. So,
en you have been entering an order, that’s what |’ve been|
eei ng.

ANl TA DUTY: It has really never been...| nean, |

uess the...mybe a technical. Like if sonebody...Ilike

ave t he sanme owners. W pool ed. .. we have been poolingthe
ecause we have a JOA. W’'retryingtoget all of units kin
f done. | don’t sit there and like if they say unit...yo
now, we’d like to participateinaunit, | don’t say, well,
pkay, they only nmean one or the other...and they’re doin
carried. You know, | don’t wite themback and say, okay,

lbou said you wanted to be carried. Do you want to be carrie
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n one or both? | just assune that it’s both. And it has

eally never been an issue with anything that we’ve ha
articipationwth before. So, | guess, it’sjust uptoyo
ow you want us to handle it from..going forward.

BUTCH LAMBERT: A question from Ms. Davis. Yo

aid...D ane, you said that it has changed recently.

DI ANE DAVIS: And | don’t...no, not recently. It

as been a whil e back. At one tine | knowwhen Bob was still
ere, he always broke it out evenif they submtted it in as
ne nunber. He was would break it out and list it, you know,
en they were doing two wells at one tine as two. |I...if
"mnot m staken now nost of themcone in on CNX’s side ong
unber. | can’t tell you w thout | ooking---.

BUTCH LAMBERT: You don’t renmenber why it was

changed or---7?
DIANE DAVIS: | cannot tell you why.
SHARON PI GEON: Was that for two wells or was it

dry hole cost and a conpl ete cost?

ANl TADUTY: | think wedidalittle different tha

QI and naybe sone of the other ones because they do theirs
ndi vidually and we do it by unit. So, if you would rather
s doit by well, we can do that. |It’s not a problem

BILL HARRI'S: Just personally | would...l would

ref er havi ng a choi ce of one or two because, | nean, there’s

103




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

big...l nmean, you know, we’re tal king noney. | knowit’s

asy to say on paper one or two or, you know, take your pi ck.

ut in ternms of investing noney or paying in noney | woul
| ke to have that option personally speaking. But---.

MARK SWARTZ: You know, there are reasons to be i

wo wells instead of one. For exanple, what if one i
ubstantially better thanthe ot her one and you pi ck t he won
bne, you know.

BILL HARRIS: Wl ---.

MARK SWARTZ: Well, |’mjust saying.
BRUCE PRATHER It’s a draw.

MARK SWARTZ: That'’s okay. But, | nean, it’s

bou’'re...sone of your costs are saved in the second well

ot...it is not a foregone conclusion that you’re going t
e better off going with the | ess expensive well on a ban
or your buck. Yeah.

BILL HARRI'S: Yeah. Sure. Well, that’slike goin

o0 an i nvestor and he said, oh, you need to i nvest over her
nd over here. No, | want to take ny pick. [ 7I'l just
heck...you know, check this one. That one is short an
hen, well, that’s as you said, the | uck of the draw, | nean.
ut | had that option to do that. | don’t know that---.
BRUCE PRATHER This is all risk applicabl e anyway.

ANI TADUTY: Wl |, and because you devel op one wel |,
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ecause you’ve already built your roads and you’ve alread
ot your...| nmean, because that’s...| nmean, | guess we kin
f look at it as a whole. You save a little noney on your
econd one because of the work that you’ve done to get ther
nitially---.

BUTCH LAMBERT: Ri ght.

ANl TA DUTY: ---and things. | don’t know.

DONNI E RATLI FF: But you pool the unit.
BUTCH LAMBERT: Uh-huh. That’s right...we

ool ---.
BRUCE PRATHER: See this is risk capital anyway.
, risk capital, you know, you’re taking your chance.
ou’re not guaranteed anything. | nean, you know, if you

reak down and | ose the whol e it’s noney gone. So, it’s risk
apital. So, if you’re taking the risk and you want bot h of
hem fi ne.

ANl TA DUTY: Well, and honestly we have...| nean,

stly we have carried. Likel saidl just...you know, whe
'ml| ooking at the...they say unit and | ve...we’re show n

hema carried interest in both wells. | nean, we’ve kin

pf al ways | ooked at it |ike that.

MARY QUI LLEN: You said nost of these are carried”

ANl TA DUTY: Most of the elections that we get ar

carried. Not that we don’t have sone partici pating, but, yo
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know, |ike sone of these sane units that we pool ed thesqg
cousins the |ast---.

MARY QUILLEN: R ght.

ANl TA DUTY: ---fewnonths, when we’ve gotten th

oard orders they’ve cone back and wanted to be carried. |
dn’t specifically say which wells. It was just if ther
s two they are in two.

MARY QUI LLEN. Right. Ri ght. Ri ght. Uh- huh.

, the participants usually nmake the | argest investnents,
pf cour se.

ANl TA DUTY: Yes. And we have | ess of those than

e do the other.

MARY QUI LLEN: Yeah.

(O f record discussion per Chairman.)

MARY QUI LLEN: Ckay. | guess we just that we just

ad never made that distinction. | nean, |’ve been here &
ong tinme and---.

MARK SWARTZ: | nean, Liz is sending ne a copy of

Board order ina mnute. | thought I had sone scanned in,
ut | don’t. But | just want to confirmthat ny recol |l ecti on|
S correct. But it’s one nunber for the unit.

AN TA DUTY: And---.

MARY QUI LLEN: Ckay. So, it’s awunit no matter how

hany wells. They are either in or out. So---.
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MARK SWARTZ: So far that has been the way---.

ANl TA DUTY: And if there’s a second...li ke on thg

pne where it only has the one well---.

MARY QUI LLEN:  Unh- huh.

ANl TA DUTY: ---if we decide later on that

can’t...that we can work in another well, thenl’l| come bac

nd say we needto all owan el ectioninthe second wel | becaus
've done...we’ve done that too. So, in those cases yo
uld...that’s where we have been offering individual
ecause we didn’t offer it---.

MARY QUI LLEN: It woul d...an individual well if you

come back and nmake a second offering?

MARK SWARTZ: Well, and you’ll have---.

ANl TA DUTY: As long as we didn’t include two t

tart with like on...you know, on one of the ones---.

MARK SWARTZ: Docket item 21 today we’ve got so

ssues that we’re...sone nappi ng i ssues that we’re cleanin
p. It’s a repooling. But we’re also com ng back for
econd wel | .

MARY QUILLEN: R ght.

MARK SWARTZ: And that will be a situati on where

i1l be saying to you this is a second well, you know, an
're back here because we can’t...we can’t do a second wel |

i t hout com ng back. So, we either need to do two wells u
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ront or cone back and the people wi ||l get an el ection optio
nthe second well. The unit was so screwed up that they’r
oingtoget anelectionoptioninthefirst well too becaus
hey really didn’t have a fair chance. But, you know, whe

cone back for a second well as we have nmany ti nes, peopl
et...get an option on the second order.

MARY QUILLEN: R ght.

BILL HARRIS: But that neans if | participated in

Ehe first " mnot obligated to do the second.

MARK SWARTZ: You are not obligated.

ANl TA DUTY: Becausewe do it after different ti nes.

BRUCE PRATHER See what they’re saying IS

hat...it’s controlled by the order, isn’t it? |Is

hat ---7?

MARK SWARTZ: Correct. The order so far, if me’rj
ere ontwo at a tine, has been you’re participatinginth
nit and not individual wells. But |'mjust---.

BRUCE PRATHER: Yeah

MARY QUILLEN. But if they’re done at different

Eimes then it’s individual wells?
MARK SWARTZ: Correct.
BRUCE PRATHER: Yeah

MARY QUILLEN: | guess maybe that’s where thq

di stinction IsS---.
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SHARON PI GEON: Hi storically, | think we’ve had norq

pf t hose.

MARY QUI LLEN. ---that...| nean, | just had not

oticedit. That was just nmy observation. Wen you think
bout it, youthink of it, youknow, as unit and | just didn’t
ke that distinction. It just hasn’t cone up.

BRUCE PRATHER: It’s a Board order.

BUTCH LAMBERT: Okay. | think Ms. Davi s she agrees

hat that’s inthe order right nowtheway it’s saidthat way.

DIANE DAVIS: It isright now, yes. It has been for

one tine.

BUTCH LAMBERT: Let’s continue on and t hen when

et totheendof thisif we needto have nore di scussi on mﬁj
get ready to vote, then we’ll take it up at that tine.
ay, | think we were at...we were | ooking for additional

oard conment s.

MARK SWARTZ: Ri ght .

BUTCH LAMBERT: Anything further fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Duty, | think you did testify

[hat D32 was out...yeah, D-32 is outside the window IS
hat correct?

MARY QUI LLEN: Yes. Yes.

BUTCH LAMBERT: Productionwill cone fromwi thinthg
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i ndow? No, never mnd. |’'msorry. Forget... forget that
oment and strike it. | m think in about horizontals.
orget it. kay, any other comments fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Ckay. Do | have a notion t

pprove? | also need a notion on whether or not the Boar
i1l require...require that participation can be i
ither/or or will they have to be in both wells...elect t
articipateinbothwellsor noneor canthey el ect either/or.

Bl LL HARRI S: Shoul d t hat be t wo noti ons because- - -7

MARY QUI LLEN: W need two noti ons.

BUTCH LAMBERT: Yes, it w il be. But ’s

et’s...Ms. Dye has a question.
KATIE DYE: Since this is sonething general, do |

ave a vote in the option?

BUTCH LAMBERT: | think we will split that up in

eparate vote and you will have an opportunity to vote.
KATI E DYE: Ckay. | have one comment. | think on
hi ng t hat you need to consi der hereis that the people don’t
ave a choi ce of whether their landis goingtofall inaunit
hat has two wells at one tine or one well and then a secogj

1. So, "mnot sure that in not dividing this up that
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rea failing to protect maybe correlative rights. You’'rg
reating anunfair playing fieldis what you’re doing. That
i1l be at the distinction of the unit operator.

BUTCH LAMBERT: Ckay. First, do | have a notion

pn. . .to approve the pooling of the unit?
MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER Second.

MARK SWARTZ: There’s actually two units.

BUTCH LAMBERT: On the two. Yeah, |’'msorry.
MARY QUI LLEN: On the two.
BUTCH LAMBERT: On E-32 and D 32.

MARY QU LLEN. Right. Mbdtion to approve.
BRUCE PRATHER: Second.

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

Further discussion?
(No audi bl e response.)

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

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAMBERT: Qpposed, no.

KATIE DYE: |’I1 abstain.

BUTCH LAMBERT: One abstention Ms. Dye. Now, d

...can | entertain a notion on whether or not to allo
| ection rights in either/or the wells or do they have t

| ect for both wells only?
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SHARON PI GEON: El ection rights per well as opposed

ko per unit.
BUTCH LAVBERT: What she said.
SHARON PIGEON: As the statute says. El ecti on|

Fights per well as opposed to per unit.

BRUCE PRATHER: Per order.

KATI E DYE: Wl |, we don’t have t he power to changq

statute, do we?

SHARON PI GEON: W have sone power, but that’s not

xactly what the Board order has ordered in the past.
KATI E DYE: Well, shouldn’t the Board order be in
conpl i ance with the statute?

SHARON PI GEON: Wl |, there’s a certain argunent.

think M. Swartz nmade it even though it’s not ny argunent.
et me underscore that. The order can be brought enoughtqg
ddress two wells and that’s what it has done.

BUTCH LAMBERT: Does everyone understand what

're...what we’re getting ready to ask for a notion upon~
y di scussi on?

MARY QUI LLEN: Wl |, didn’t Ms. Pigeonjust readth

tatute that it said wells?
KATIE DYE: It said well.
BILL HARRI' S: Si ngul ar.
BRUCE PRATHER Si ngul ar.
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KATI E DYE: Wthout the S.
SHARON PI GEON: That’s right. And M. Swartz gan

s the counter-argunent and it has sone...his argunent eve

hough it’s fromhi mand not ne, does have sone value. So,
j ust want youto give him you know, t he benefit of the doubt
ere. You can either goes his way or you can go ny way. He’s
orrect though that the Board does have nore general power
ndraftingtheir orders. |t can be noreinclusivethan just
at that one section that read says. That'’s his argunent.

BRUCE PRATHER: Wl |, Ms. Pigeon, do you

hi nk---7?

KATI E DYE: Before we vote can | ask Ms. Pigeon on
re question?

BRUCE PRATHER Do you think the Board as a whol

ecognize that if youdrill nore than one well wi th an order
hat the royalty owners weren’t getting an opportunity t
articipate? This is the first |’ve heard of it. | don’t
now about anybody el se on t he Board.

BUTCH LAMBERT: M's. Dye?

KATI E DYE: Just one question that | woul d ask M.
I geon. I n her professional opinion, if we doit accordin
o the way M. Swartz and the way it has been done, are\;]
rotecting correlative rights? Are we naking it a fair

| aying field for everybody?
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SHARON Pl GEON: | can’t answer t hat. | thinkthat’s

personal opinion type of question. | think the better wa
nder the lawis to give electionrights per well. | don’t
hink that is necessarily the only interpretation of th
ntire act.

DONNI E RATLIFF: M. Chairnan, if there was a wel |

| ready there and CNX cane i n and ask for a second well, yo
uld offer participation on the second well only or woul
ou go back and give them an opportunity to---?

MARK SWARTZ: The second well only because the

| ready had a shot at the first one.

DONNI E RATLI FF: They al ready had a...it was al read

pf fered the first tine.

BUTCH LAMBERT: But if it was a repooling and yo

Mhere addi ng another well, would they have---?

ANl TA DUTY: Now, repoolings because the allocatio

changes and things |ike that, we give another election.

BUTCH LAMBERT: But sonetines we see...we have see

repooling with the second well have we not?

ANI TA DUTY: Yes. And whenever their acreage is

ffectedor their percent of theunit is affected we gi vetheny
he option to go back to the first one and the second one.
he only tinme | guess it’s really an issue is when we pool

wo to start with. W include two---.
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SHARON PIGEON: | don’t think that has actual
appened too frequently. |It’s generally been goi ng back tj
unit with one well that is already established. So,
et her we have this in our order now or not, this has not
een done a lot in ny opinion.

BUTCH LAMBERT: So, do | have a notion or does th¢g

oard fill that this...we need alittle bit nore additi onal

ime to explore this whole idea?

MARY QUI LLEN: | think that we need nore tine real

o look...to see exactly how...how often this happens an
at the likelihood of these people would be deter fro

articipating if they could only participate in the t
Ils.

BILL HARRIS: Well, I...well, | wunderstand what

he’s saying. |'msort of inclined to agree. But |’mnot

ure howyou’re goingtodothat. Are you goingto questiOJ
verybody that has had an opportunity to do one or two an
sk themif---?

BUTCH LAMBERT: Well, | think our...in ny mnd,

at we do i s we go back and | ook at the previous records an
ee...and see i f we can det erm ne when and why it was changed~
romwhat Ms. Davis was telling us it didn’t use to be that
y, but at sone point it changed. | personally would |ik

0 know why...why it was changed.
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MARY QUI LLEN: Yeah. That’s what | ’m sayi ng.

eed todoalittle nore---.

MARK SWARTZ: Let ne suggest twothings toyou. |’

ooki ng at the statute on pooling. The statuteis framed i
uch a way that the concept is that you pool units and yo
on‘t pool wells. The definition of a well in a unit |
el ationship, if youreadthe definitions, aunit isthesiz
r the acreage sufficient to support one well. Generall
peaking that’s howit’s defi ned. But, of course, becaus
have coal i ssues, you can have norethanonewell inaunit.
, you know, | thinkthereis afair anmount of the el asticit
n the fact that you’re pooling a unit, okay, whic
onceptual |y coul d have one well init. It could have nor
han one well in it. So, you know, are we |ooking for
articipation in that wunit or are we looking for

articipationinawell we don’t really care. kay, | nean,

ou know, we’re not saying that woul d be inpossible. But

ita raises another question, which is an interestin
uestion and I "m not sure we want to take a step w thout
hi nking it through, what do we do i n a seal ed gob ar ea wher
've got 20 wells? You know, sone of these are huge.

ANl TA DUTY: 200 or 300.

MARK SWARTZ: O 300. You know, do we...there is

Feally no reasonabl e conceptual way to | et people pick wells
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n that kind of a setting, you know, because they’r
eally...they need to participate in that seal ed gob unit or
ot. As you nay or may not recall in seal ed gob units, whe
add we can add wel | s beyond a certai n defi ned anount t hat
can, you know, unload the costs and...but we do that o
ur own nickle. | mean, there are sone things here that |
hi nk we probably need to think about in terns of are
peni ng sone doors that we don’t want to open anot her unit.
don’t know. But that’s...you know, obviously in a seale
ob unit you will hear a nmuch different response from us
ecause | don’t know how t he heck you woul d deal wi th that.

MARY QUI LLEN: That’s true. That’s a good point.

KATI EDYE: But that’s appl es and oranges. It’s twy
di f ferent things.
MARK SWARTZ: They’re nmultiple wells and do you get

fopick? Howis that appl es and oranges? | nean, it’s---.
BRUCE PRATHER Yeah.
MARY QUI LLEN: Uh- huh.

BRUCE PRATHER: It’s all either...it’s all either

pne or none is what it anounts to.

MARK SWARTZ: It’s one or none.

KATI E DYE: But typically you’re...just oneunit is
poing to have two wells and not 25.

BRUCE PRATHER: Yeah.
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MARY QUI LLEN: Yeah, inthe gobunit. That'’s true.

ANl TA DUTY: Well, and you think if you keep havi ng

n operator pick the second because they know t hat nost of
he costs are going to occur during...you know, when you put
he first well in. Wat if you see a trend where they’'rg
| ways pi cking the second well?

DONNI E RATLI FF: So---7?

SHARON Pl GEON: Yeah. Wsat’s wong with that?

MARK SWARTZ: W&l |, no, but..no, we have...no, thej
Ereinfrastructure costs that areinthefirst well that th
econd well gets a free ride on.

ANl TA DUTY: A benefit.

MARK SWARTZ: And so...| nean, that’s Anita’s poi nt

nd not...you know, so they’re kind of cherry picking th
pt her people in that and not just the operator.

BUTCH LAMBERT: But they have a risk in that secon

Il just |ike they would in the first one.

MARK SWARTZ: | agree. But if you tinme...tine it

ou’re avoiding the...the developnent costs that ar
ssoci atedw t h power to sone extent, toroadways...you know,
hereis a...thereis generally speaki ng sone i nfrastructur
n pl ace that the second wel | benefits from Not al ways, yo
NOW.

ANI TADUTY: Wel |, youcan seethedifferenceinthat
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xanpl e, the 280,000 versus the---.
KATI E DYE: But then againif you gowth the first
|1 you don’t have any idea. You may be buying intqg
otentially a dry hole.

ANl TA DUTY: But it’s a risk just like it is for

ver ybody.
KATI E DYE: Yeah.

MARK SWARTZ: Wel |, neither one of these wells hav

een drilled. So, you’ve got the sane risk of making a ba
hoi ce, you know. You don’t have sonme wel | that’ al ready i
he unit that you can say is doing well.

BRUCE PRATHER. Well, this is risk capital anyway.

MARK SWARTZ: | understand. But not everybody has

hat attitude that you have, okay. You’re in
he- - -.

BRUCE PRATHER: Wel |, that had better.

MARK SWARTZ: No, no. But you’re in the business

nd you have sort of a...you know, a...you have a
nder st andi ng of ri sk and opportunity. W have peopl e bein
arried and participatinginunits who arereally not inth
usi ness of taking risk in the sense that you use the term

, | think, you know. ..you know, we have peopl e t hat we deal
ith who are not venture capitalist who are not, you know,

n t he business. | think, you know, we need to bear that in
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1 nd when we’r e | ooki ng at, you know, how. .. howri sk tol erant

re they.

BRUCE PRATHER Well, if you can’t afford thq
iteoffs---.

MARK SWARTZ: | know. | know.

BRUCE PRATHER: ---you shouldn’t be in it period.

MARK SWARTZ: | know. But, you know, we hear that

rll the tinme, you know. It may be true but it’s probablyj
ecogni zed nore and it’s breached and---.

BRUCE PRATHER: Yeah

BUTCH LAMBERT: (Ckay, fol ks, we’ve...in aninterest

pf tinme, we still have got a | ot of docket itens to cover.

cangoonwth this discussion nost of the rest of the day,

think. Let’s...we’ve approved the pooling order, let’s

ontinue this discussion for our next nonth’s neeting an
Il vote on it at that tine.

SHARON PI GEON. Wl |, are you affording electio

I ghts?
BUTCH LAMBERT: | think on this one we have.
SHARON PI GEON: Bot h or not hi ng?
BUTCH LAMVBERT: Uh- huh.
MARK SWARTZ: Ckay.

DI ANE DAVIS: To both wells.

BUTCH LAMBERT: Bot h or nothing onthis one. W’vq
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bpproved the pooling order.

DI ANE DAVI S: Just approved the pooling order.

BUTCH LAMBERT: Yeah. And we’ve only approved th

ooling order. Ckay, we’re calling docket itemnunber 17.
i ane. ..M. Davis, would you be sure that this...that ite

ould be on the agenda for next nonth on the Board’s o

tion?
DIANE DAVIS: |’ve lost you. |’'msorry?
BUTCH LAMBERT: On our---.
DONNI E RATLI FF: To consi der the el ection opti ons.
BUTCH LAMBERT: We’ll consider the election
ppt i ons.

DI ANE DAVIS: Oh, yes. Yes, sir.

BUTCH LAMBERT: kay, thank you. We’'re calling

docket itemnunber 17. Apetition fromCNX Gas Conpany, LL(Q

[/or pool i ng of coal bed net hane units AU 92, docket nunber
GOB- 12- 0515-3062. All parties wwshingto testify, pleasq
come forward.

MARK SWARTZ: Mark Swartz and Anita Duty again.

BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

Ivavi ng been duly sworn, was examned and testified as

ol | ows:
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[QUESTI ONS BY MR SWARTZ:

DI RECT EXAM NATI ON

Q

s, again?

pat h.

A
Q

A
Q
A
MARK SWARTZ: | would like to incorporate Anita’s

kay, Anita, would you state your nane for

Anita Duty.

| "mgoing to remnd that you’re still under

Yes.
kay. This is unit AU-92, correct?

Yes.

Lestinnny\Mti1regardt()the operator and applicant fromt heg

rior hearing and also wth regard to standard | ease terns.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

bnd shape?

Q
A

Q

A

> O > O

This is a Nora unit, correct?
Yes.

Ckay. And it’s a slightly different sizqg

It’s a 60.49 acre.

And it’s clearly a rectangl e?

Yes.

Ckay. How many wells are proposed?

Two.
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pf the coal, oil and gas owner’s claimto the CBM

correct?

Q And where aretheyinrelationtothe w ndow:
A Wthin the w ndow.
Q kay. Wiat is the conbi ned cost of thos

Ewo well s?

A $804, 278.

Q Ckay. Wat did you do to notify th
espondents and ot hers that we were going to hearing today~

A | mailed by certified mail return receipt
equested on April the 13th, 2012. | published the notic

nd |l ocation map in the Bluefield Daily Tel egraph on April
he 19t h, 2012.

Q And do you have your certificates wth
egard to mailing and proof of publicationto file wth M.
oper today?

A Yes.

Q What isthe applicant’s interest that it has

cquired by | ease or purchase in this unit and what is th
ppl i cant seeking to pool ?
A We’ve acquired 89. 2379%of the coal, oil an

as owner’s claimtothe CBM W 're seekingto pool 10. 76219

Q And there is no escrow requirenent here,

A. Correct.
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Q And we don’t have any Exhibit EEs either?
A No.
Q (kay. And have you provi ded cost estinates

MWth regard to each of the wells?

A Yes.

Q And could you cover that information wth
ps?

A For wel | AU 92, the esti nmat ed cost $370, 440.

The estimated depth is 2,245 feet. The permt nunber ig
11805.

Q Ckay.

A For well AU 92A, the estimated cost isS
$433,838. The estimated depth is 2,101 feet. The permt
unber is 99995.

Q kay. Do you want to add anybody or di sm ss
nybody as applicants?

A Just with the---.

Q Ckay. But it’s the sane parties, correct,

pr are you addi ng?

A We needed to include Range.

Q Ch, okay. So, we do need to add sonebody?q
A Yes.

Q The revi sed exhi bits that you’ve passed out

fo the Board today address a | eased interest, right?
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A Vell, we have left...we should have sho

he | eased i nterest as bei ng EQT 50%and Range 50% W hatzI
eft Range out. W didn’t realize that there was a JV t hat
hey had bet ween t he two of themwhere t he | eases wer e 50/ 50.

., We were contacted---.

Q So, when you---?
A ---by EQT.
Q Ckay. So, when you were | ooking at thj

ecords that were avail able to you i ndicating who had titl
Lnd who had a | ease you were show ng EQI, correct?

A Correct.

Q And after younotifiedthemEQT t hey advi sed
bou that it was actually a 50/50 situation?

A Yes.

Q And do you revi se exhibits correct the tract

I Dand Exhibit B-3 to reflect that?

A It does.
Q kay. Andis it your testinony and opi ni ony
hat drilling two frac wells in the wi ndowof this Nora unit
Is a reasonabl e way to devel op the coal bed net hane?
A Yes.
Q Andis it al soyour testinony that conbini n]

Expooling order pooling the folks identified in revise
hibit B-3 and the tract | Dand conbi ni ng t hat pool i ng order
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i th your | ease and acquisition...theresults of your | eases
nd acqui sitions that the correlativerights of everyone bot hy
eased and unl eased people wll be protected?

A Yes.

MARK SWARTZ: | think that’s all | have, M.

IChai r man.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: | suppose this is anot her one wher g

ft’s both or none?
ANl TA DUTY: Yes.
BUTCH LAMBERT: Ckay.

ANl TA DUTY: Today.

BUTCH LAMBERT: Today. GCkay, any ot her questions

Fromthe Board?

(No audi bl e response.)

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

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER Second.

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

k here any further discussion?

(No audi bl e response.)
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BUTCH LAMBERT: All in favor, signify by saying yes.

(AI'l nmenbers signify by saying yes, Katie Dye.)
BUTCH LAVBERT: (pposed, no.

KATI E DYE: |1l abstain.
BUTCH LAMBERT: We’re cal | i ng docket itemnunber 18.

petition fromCNX Gas Conpany, LLC for pooling of coal bed
thane unit X-48, docket nunber VGOB-12-0515-3063. All
arties wshing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: Have a seat, gentlenen. Pl easq

ktate your nane for the record.

DONALD R. JOYCE: Donald R Joyce.

BUTCH LAMBERT: Sir, could you state your nane for

Ik he record, please?

DENNI S JOYCE: Huh?

BUTCH LAVBERT: State your nanme for the record.
DENNI S JOYCE: Denni s Joyce.

BUTCH LAMBERT: You may proceed, M. Swartz.

(Donal d R Joyce and Denni s Joyce are duly sworn.)

ANI TA DUTY
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aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Anita, would you state your nane for thg

ecord, please?

A Anita Duty.

Q Who do you work for?

A CNX Land Resour ces.

Q | "mgoing to remnd you that you’re still

inder oat h.
A Yes.
MARK SWARTZ: M. Chairman, |’d |ike to incorporatg

Ehita’s testinony with regard to t he operat or and appli cant
nd standard | ease terns fromthe prior hearing.

BUTCH LAMBERT: Accept ed.

Q Anita, did you either prepare or supervis
he preparation of the notice of hearing, application anj
[elated exhibits with regard to unit
X-48 that we have on the docket today?

A | did.
Q Ckay. What didyoudotonotify people that
e were going to have a hearing on this today?

A | mailed by certified mail return receipt
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equested on April the 13th, 2012. | published the noticq
nd |l ocation map in the Bluefield Daily Tel egraph on April

he 19th, 2012.
Q

egardto mail i ng and your proof of publicationwthyoutoda

A

o > O >» O

MW ndow?

> O »

Q

A.
Q
A.
Q

o you can file those with R ck Cooper?

F espondents today?

nterest that the applicant has acquiredinthis unit andth

nterest that you’re seeking to pool ?

And do you have your certificates vvit;l

Yes.

kay. What kind of unit is this?
It’s an Cakwood 80 acre unit.

How many wel |l s are proposed?

One.

Andisthat well locatedwthinthedrilling

Yes.
Is that a frac well ?
Yes.

Ckay. Do you want to add any people as

No.
Do you want to dism ss any peopl e?
No.
Wuld you summarize for the Board thj
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A We’ve acquired a 100% of the coal owner’s
claimto the CBM 49.475%of the oil and gas owner’s cl ai nj
fothe CBM W’re seekingto pool 50.525%o0f the oil and gas
pwner’s claimto the CBM

Q Ckay. And is there going to be escrowy

Fequired in this unit?

A Yes. For Tracts 2A and 3B.
Q If you ook at Exhibit E wth regards ;_j
Escrow, it looks |ike we are in general talking about so

conflicts, correct?
A Yes.
Q Ckay. Andarethereanysplit agreenentsin

Ehis unit?

A There are for Tracts 2B and 3A

Q And have you provided an Exhibit EE with

Fegard to the split agreenents?

A Yes.

Q Ckay. Have you provided any infor rratio]

lmth regard...in terns of costs and so forth with regard t
h

e proposed wel | ?

A Yes.
Q And what...what is that infornmation?
A The estimated cost is $412,425. Thgq

Estimated depth is 2,265 feet. The permt nunber is 9266.
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Q Do you know if it has been drilled yet?

A Yes, it has.

Q Just to get us focused here, does agentl ena
by the nane Donald R Joyce have an interest in this unit~

A Yes.

Q And what is...what is that interest?

A It’s a one-third interest.

Q Vell, interns of acres in the unit?

A 0. 063.

Q And what percent of the unit woul d t hat be~

A 0.0792%

Q And t he person that has the | arger unpool e
j nterest is whon?

A It would be Ral ph Webb.

Q Ckay. And his unpooled interest is what
pcreage?

A 40. 23 acres, which is 50.2875%of the unit.

DONALD R JOYCE: Are you all aware that he has

assed on?
BUTCH LAMBERT: M. Joyce, |’I]l get to you in just
m nut e.

DONALD R. JOYCE: Ckay.

Q Anita, is it your opinion that drilling
Frac well in this Gakwood 80 acre unit in the wndowis ]
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[easonabl e way to devel op t he coal bed net hane resource frong

his unit?
A Yes.
Q Is it your opinion that if you conbine

ool ing order pooling the respondents with the interest of
he peopl e t hat you have | eased fromor acquiredinterest fro
hat the correlative rights of all owners and cl ai mants wi | |
e protected?

MARK SWARTZ: That'’s all | have.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: M. Joyce.

DONALD R. JOYCE: | just wanted to bring it to th
point that Ral ph Webb is not | onger with us. He has passe]
pn. | didn’t know if his heirs have been notifi ed.

BUTCH LAMBERT: Has that been recently?

DONALDR. JOYCE: Wen di d he di e? |t has been about

b year, ain’t it?

DENNI S JOYCE: About a year |’'d say.
BUTCH LAMBERT: Ckay.

DONALD R JOYCE: | don’t...l mean, | didn’t seq

nything listing the heirs or anything |like that.
BUTCH LAMBERT: kay. Are you aware of that, M.

ty?
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ANl TADUTY: | was not. | noticedthat themail ca

ack. It was marked unabletoforward. It wasn’t...| nean,
onetimes they wi |l mark t hemdeceased or sonebody at t he sa
esidence will pick it up.

BUTCH LAMBERT: Anything further, M. Joyce?

DONALD R. JOYCE: She answered several questions

| ready. Are these...M. Wbb and us, we’re the only ones
ooled, right? There’s nobody el se? Everybody el se has
done signed the rights off or whatever?

SHARON PI GEON: Do you have a copy of this?

DONALD R. JOYCE: Yes.

SHARON Pl GEON: Ckay. |If youwouldturntothe pagqg

hat says Exhibit Eat the top. Everyone on those two pages
rked Exhibit Ewll be in escrow

DONALD R JOYCE: Ckay. That s just us. That

nswered that question.

SHARON PI GEON: Wl |, if you say so. There’s |ot

pf different nanes on there. | don’t know who they are.

DONALD R JOYCE: It’s just ne and ny sister and m:l
rot her and Ral ph Webb. This...we have several springs o

he property. If it’s already a well done drilled there’s
robably no issue with that because they’re still there.
BUTCH LAMBERT: Has the well...has the well been

drilled, Ms. Duty?
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ANI TA DUTY: Yes.
DONALD R JOYCE: | believe she said it’s al ready

drill ed.

BUTCH LAVMBERT: Already drilled.

DONALD R JOYCE: Is it a slant drill or is just
fhe---?

ANl TA DUTY: No, it’s just...it’s just vertical.

DONALD R. JOYCE: Just a standard vertical drill?~

AN TA DUTY: Uh-huh. Yes.

DONALD R. JOYCE: (kay. And | notice you have th
cost of thewell. So, that’s...thisisthefinal costifit’s

Bl ready drilled, right?
ANl TA DUTY: This is the cost as of...in April.

There will still be additional nmai ntenance costs and t hi ngs

i ke that that occur, but---.

DONALDR. JOYCE: | under...| pretty nmuch under st and

he poolingis before anythingis paidout of the account this

as to be paid back, correct?

ANI TADUTY: That’s...areyoutalkinglikeacarrie

nterest? Are you talking |ike the 200% or---7?
DONALD R JOYCE: In other words, the well has t

e paid for before any noney goes into...to be paid out t
he pooled interest, right?

ANI TA DUTY: No. No.

134




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

DONALD R JOYCE: Ckay. I was. .. | was

1 sunder st andi ng because we have...we’re al ready i nvol ved i
pool on the other side of our property that we...it’s ver;I
mal | . But we’ve never recei ved any notifications or payout
pr anything. That’s the reason |’m aski ng.

BUTCH LAMBERT: Wre you escrowed in that other

11?2

DONALD R. JOYCE: Yes. W received papers sayindg

were involved in a pool.

BUTCH LAMBERT: Ckay.

DONALD R. JOYCE: But we’ve never recei ved anyt hi ng.

That s t he reason | was aski ng t hese questi ons about thi s one.

ANl TA DUTY: Wiy don’t you give me your nane anj
hunber and | can call you back once we’re...we’re at th
pffice and we’ll ook at all of them because---.

DONALD R JOYCE: It’s a very snmall percentage.

t’s just like one right is a very small interest.

MARK SWARTZ: But to answer your question becaus

ou’re actual Il y aski ng a coupl e of questi ons and may not kno
hat. The people who own interests, and |/l just stay wt
his unit, if they have an interest in the oil and gas an
t turns out that they’re the winners, you know, of th
rgunment that theyownit, theroyaltyinterest that you woul

e entitled to as a coal bed net hane owner woul d get paid
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t regardl ess of hownmuch it cost to drill the well, okay.

, If you turn out to be a royalty owner in this unit yo

uld receive that noney regardl ess of how nmuch the well
osts. But for the tinme being that royalty noney is goin
0 go into an escrow account, okay. |If you...you’re goin
0 be given an opportunity, if this is pooled, to nake so
hoi ces. One choice woul d be | "/mnot going to do anyt hi ng.
'mjust let alease happen, okay. Another choice would b
“mgoing to be carried. Now, that’s a situation where whe
he oper at or recovers your pi ece of t hese costs you woul d bac
nto a partnershipinthe well or you could say | “mgoing t
ay may two poi nt whatever---.

DONALD R JOYCE: It’s snall.

MARK SWARTZ: But | 'mgoing to pay that percentag

pf this anount and | ‘'mgoing to be a partner inthe well fro

day one. So, you woul d have a royalty interest then, whic

S going into escrow, and you’ve paid your share of thes
osts. You have atiny little working interest in the well
nd because it’s in conflict that would al so go i nto escrow.
, 1T you are carried or you decide that you want to be
artner in the well, then the recovery of these costs arj
nportant. |If you’re just going forward and saying | want
ovindicate ny royalty interest and | want to receive that,

his cost has nothing to dowth that. You’re going to get
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k hat noney.

DONALD R. JOYCE: Ckay.

MARK SWARTZ: Does that hel p?
DONALD R. JOYCE: Yeah
MARK SWARTZ: Ckay.

BUTCH LAMBERT: Any questions for M. Joyce fromth

oar d?

DONALD R. JOYCE: Ckay. Just one other questio

efore | exit.

BUTCH LAMBERT: Ckay.

DONALD R JOYCE: This is a nechanical question

This right here, what does this exactly nean?
MARK SWARTZ: It’s a 1,000 to cubic feet of gas.
DONALD R. JOYCE: That ’s---.

MARK SWARTZ: Wl |, basicallythisis point...to put

t in a bigger nunber, this is...they’re estimating their
ange here between .125 billion cubic feet of gas and .55
i1lion cubic feet of gas.

DONALD R JOYCE: Ckay.

MARK SWARTZ: So, it’s a big range and it’s a big

stimate. But even the |ower nunber is, you know, a fair
nount of gas.

SHARON PI GEON: |s big.

MARK SWARTZ: It’s a big one.
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DONALD R. JOYCE: Ckay.

MARK SWARTZ: And | will tell you just to be, you

know, on the safe side. Those are kind of pick a nunber,

pkay.
DONALD R JOYCE: It ’s ganbling.
MARK SWARTZ: Yeah. It’s...thereyougo. Youwerqg
| st eni ng.
DONALDR. JOYCE: | work inacoal mne. | knowwhat
anbling is.
MARK SWARTZ: All right. Al right.
DONALD R. JOYCE: You never know what you’re goi ndg
fo get.

MARK SWARTZ: Ri ght.
SHARON PI GEON: That ’s ri ght.
DONALD R. JOYCE: Ckay. | believe that pretty nuch

covered it all.
MARK SWARTZ: Ckay.
DONALD R JOYCE: | just wanted to bring up that

Ral ph was no | onger with us.

MARK SWARTZ: Yeah. We will definitely run that

down. We did not know that.
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?
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MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by saying yes.

(AI'l nmenbers signify by saying yes, but Katie Dyq
bnd Donald Ratliff.)
BUTCH LAMBERT: (pposed, no.

KATIE DYE: |’I1 abstain.
BUTCH LAMBERT: One abstention Ms.---.
DONNI E RATLIFF: 1711...1711 abstain.

BUTCH LAMBERT: Two abstentions M. Ratliff and M s.

e. GCkay, we’'re callingdocket itemnunber 19. Apetition
romCNX Gas Conpany, LLCfor pooling of coal bed net hane unit
-32, docket nunber VGEOB-12-0515-3064. Al parties

i shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: O nmay not.
SHARON Pl GEON: H s boss does not care.

MARK SWARTZ: How about if | nove to incorporatq

Pnita’s prior testinony with regard to standard | ease terns
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aving been duly sworn, was examned and testified as

ol | ows:

ESTI ONS BY MR SWARTZ:

bnd the operator.

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Ckay.

ANI TA DUTY

DI RECT EXAM NATI ON

pat h.

Fecall.

Q

o > O >

o >

o > O >» O »

Wul d you state your nane for us, please?
Anita Duty.

Who do you work for?

CNX Land Resour ces.

| "mgoing to remnd that you’re still under

Yes.
Ckay. Thisis an Cakwood 80, is that right?
Yes.
And how many wel | s?
One.

And this one is outside of the wi ndow as |

Yes.

Ckay. Wiat did you do to notify thg
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espondents and ot her people that there was going to be &
earing today?

A We mailed by certified mail return receipt
equested on April the 13th, 2012. W published the noticq
nd |l ocation map in the Bluefield Daily Tel egraph on Apri
he 20th, 2012.

Q Have you brought with you your certificates
ith regard to nmailing and your proof of publication so you

can give those to M. Cooper?

A Yes.

Q Do you want to add any respondents today?

A No.

Q Do you want to dism ss any of these fol ks~

A No.

Q Ckay. Wenentionedthiswas aunit inwhic
pne well is proposed, correct?

A Yes.

Q Is it a frac well?

A It is.

Q Have you provided in addition to t:j

ocation, whichis shown on the plat, have you provi ded so
deitional information with regard to this well?

A Yes.

Q And what is that?
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A The estinated cost is $333, 094. Theg

Q |s there an escrow requi renent here?

A Yes. For Tracts 2, 5 and a portion of Tract
b

Q Ckay. W’ve got...in addition tq

stimated depthis 2,115 feet. Thereis no permt nunber at
his time.

Q Ckay. And what is the...what are th
nterests that the applicant has acquired or purchased ij
his unit and what is it that you’re seeking to pool ?

A We’ve acquired 96. 2373%of the coal owner’s

| aimto the CBM  96. 1248%of the oil and gas owner’s cl ai
otheCBM We’re seekingto pool 3.7627%of t he coal owner’
| ai mto the CBMand 3. 8752%o0f the oil and gas owner’s cl ai

o the CBM

conflicts, you’ve got some unknowns as wel | ?
A Yes. In Tracts 2 and 5.

Q Ckay. We don’t...at | east as far as we know

Eave any royalty split agreenents so we don’t have an Exhi bit

LZ this unit is a reasonable way to produce the coal bed

E, is that correct?
A Correct.

Q Isit your opinionthat drillingafrac well

t hane unit fromunder this GCakwood 80 unit?
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A Yes.
Q Is it your further testinony that...it’s
our opinion that if you conbi ne the acqui sition of interest

tither by purchase or | ease of the operator with a poolin
prder pooling the respondents that you’ve naned that thj
clainms of all owners and clainmants wll be protected?

A Yes.

MARK SWARTZ: | believe that’s all | have, M.

IChai r man.

BUTCH LAMBERT: Any questions fromthe Board?

RI CK COOPER: | have a question. Just to make sur

pn this right here sinceit is outside of the wi ndow, | want

0 make sure that the production wll be reported out of th
orrect unit dueto deviation. It doesn’t devi ate over int
he next unit.

SHARON PI GEON: Was there a question?

R CK COOPER: That...well, that was ny point. Ho:l

can assure if it deviates outside this unit we need to nak

ure the production is reported on the correct unit. |It’s
itting on the edge like this.
MARK SWARTZ: Well, if it winds upin another unit,

probably need to cone back and pool that unit.

R CK COOPER Thank you.

MARK SWARTZ: | nean...yeah. Yeah.
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nswer .

BUTCH LAMBERT: Any ot her questions?

(No audi bl e response.)

MARK SWARTZ: We can answer al nost any questi on.

RICK COOPER. That was...that was the correct

BUTCH LAMBERT: Ms. Duty, would you again testif

0 the | ease terns.

five year paid up termand a one-eighth royalty.

rtz?

Further

di scussi on?

cal | i ng docket item nunber 21. A petition from CNX Gas

ANI TADUTY: It’sfivedollars per acre per year wi t

BUTCH LAMBERT: Thank you. Anything further, M.

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

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

(No audi bl e response.)

BUTCH LAMBERT: Al l infavor, signify by saying yes.

(AI'l menbers signify by sayi ng yes, but Katie Dye.)
BUTCH LAVBERT: Qpposed, no.

KATI E DYE: |1l abstain.
BUTCH LAMBERT: One abstention Ms. Dye. VWe'rg
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npany, LLC for repooling of unit BA-121. This is docket
unber VGEOB-07-0619-1942-01. Al parties wishing tqg
estify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

ANI TA DUTY

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SWARTZ:

Q Ani ta, coul d you state your full nane for us,
| ease?

A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.

Q | "mgoing to remnd you that you’re still

binder oat h?
A Yes.
MARK SWARTZ: | 'd liketoincorporate, M. Chairman,

f I could, Anita’s prior testinony with regard to standard
ease ternms and wth regard to the qualifications of CNX Gas
npany.
BUTCH LAMVBERT: Accept ed.

MARK SWARTZ: Thank you.
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Q Anita, this is a repooling, correct?

A Yes.

Q This unit was originally pooled in 2007?
A Yes.

Q kay. Andwe’rerepoolingthis, and | think

tal ked about this earlier, for a couple of reasons. Ong

s the tract I Ds and the acreages were not right the first

I me around.

A It’s nor e t hat t he owner s wer g
1 si dentified.

Q Ckay.

A M sl abel ed t hem

Q So, the percentages associated with owners

phere wong.

A Yes.
Q So, it wasn’t really a mappi ng i ssue, it was
Who goes with what tract issue.
A Yeah. Yes.

Q Ckay. So, as a result we had the wong
percentages for people the first tinme around.

A Ve did.

Q Whi ch nmeans this is going to be a situatio
[/»ere peopl e get an opportunity to participate again in th
irst well whether or not they did the first tinme aroun

146




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

because they have new nunbers, correct?
A Correct.
Q And now since we’re making...we’d like tq

eke one trip, right?

A W do.

Q We’re also asking for the opportunity t
drill a second well inthisunit. So, we’'rereally here for
Wo reasons - to straighten out the tract IDs and th
Lercent ages and al so get perm ssion to have a second wel |,
correct?

A Correct.

Q Ckay.

A | did notice there were---.

BUTCH LAMBERT: And fol ks wil |l have t he opportunity

fo participate in either/or?
MARK SWARTZ: Right. Because of the timng.
BUTCH LAMBERT: Ckay.

MARK SWARTZ: Hi storically that’s what we’ve al ways

done.
BUTCH LAMBERT: Ckay.
MARK SWARTZ: Ckay.
BUTCH LAMBERT: Thank you.
Q Ri ght ?

A Yes. | was just goingto saythere were song

147




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

putfields that are also identified now that we’re on thq

revi ous. So, you will see sone acreages. But it’s not
hat they were wong to start with it’s just that there’s
| ece that have been sold out of original tracts.

BUTCH LAMBERT: Ckay.

Q So, the ownershi p has changed since it was
First pool ed.

A Yes. Yes.
Q And we’re going to reflect that as well as

Jong as we’re here.

A We pretty nuch...yeah.

Q It’s a do over.

A It is.

Q kay. What didyoudototell thislongli st

pf peopl e and any ot her peopl e that m ght be i nterested that

were going to have a hearing today?

A We mailed by certified mail return receipt
equested on April the 13th, 2012. W published the notic
nd |l ocation mapinthe BluefiedDaily Tel egraph on Apri | thj
19t h, 2012.

Q And have you brought copies of certificates
ithregardto nailing and your proof of publicationwth you
Eo you can provide those to M. Cooper today?

A Yes.
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Q Do you want to add any people to this |ist?

A No.

Q Do you want to dism ss any peopl e?

A | need to dismss Jerry Dye.

Q Ckay. \Wy?

A He is |eased. He always was |eased.
Meé- - -

Q Just didn’t know?

A VWll, we put himon there and we shoul dn’t

ave.
Q kay. So, you have provided the Board withy

one revised exhibits today, correct?
A Yes.
Q And, obviously, you’ve got an exhi bit which
ddresses M. Dye---.
BUTCH LAMBERT: M. Swartz...M. Swartz, can |

nterrupt you for just one second?

MARK SWARTZ: Yes.

BUTCH LAMBERT: Gentl enen, could you all step out

n the hall, please? Thank you. You may continue, M.
rtz.
Q kay. So, therevisedexhibits take care of
he Jerry Dye issue that you just tal ked about.

A. It does.
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A

Q And we’ve al so got...and that woul d changqg
k he percentage in Exhibit A page two.

A Yes.

Q And then you fixed Exhibit B-2 to show M.
Dye’s situation, | assune.

A Yes.

Q And then you had the revised Exhibit
B-3?

A Yes.

Q So, all of these changesrelatetothe Jerry
Dye issue.

A It does. They do.

Q This...what kind of unit is this?

A A Mddle R dge 58.74 acre unit.

Q If we |l ook at the plat, it shows us where th

lls are and it turns out they’re both in the driIIin]

l:;'endovv.

A They are.

Q Ckay. Have you provided us with well cost
j nformation?

A Yes.

Q Let’s start with the conbi ned cost in casq

pBonebody wants to do bot h.

$608, 991. 43.
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Q Ckay. And then lets take themone at a on
I e because obviously we’re going to give people aj
pportunity to pick and choose hereinadditiontodoingboth.
at would the cost estimate information be?
A For BA-121 the cost is $294,953.43. Thq
stimated depth is 2,560 feet. The permt nunber is 7793.
Q Ckay.
A For well BA-121A the estimated cost isS

5314, 038. The estinmated depthis 2,447 feet and thereis n

ermt nunber at this tine.

Q Ckay. @oing back to the well informatio
hat you gave us for BA-121, we are using the sane cost
stimate that we used when this was first pool ed, correct?

A VW are.

Q So, the...you know, we’ve got a cost
stimate fromMay of ‘07 for the first well and then we’vq
Eot an April 2012 for the second well?

A Yes.
Q Ckay. There’s an escrow requirenent in
Ehis unit?

A There is for Tracts 1A, 1B, 1C, a portion of
1F, a portion of 1K, a portion of 3A all of 2B, 3B, 3F, 3C
pnd 3H.

Q And are there sone split agreenents as wel | 9
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pof 1G 1l, 1J, a portion of 1K all of 2A, 3A, 3C, 3D and 3E

A Yes. In Tracts 1D, 1E, a portion of 1F, all

Q And have you provided the Board with an
hibit EwWth regard to escrowrequirenents and Exhi bit EE
eflecting what you just testified to in terns of split
greenents that we’re aware of ?

A Yes.

Q Ckay. The interest that the applicant has

cquired in this unit is what interest?

A 99. 817%of the coal owner’s cl ai mto the CB
nd 93.9534% of the oil and gas owner’s claimto the CBM
're seeking to pool 0.183%of the coal owner’s claimto th

Mand 6. 0466%of the oil and gas owner’s claimto t he CBM

Q And this has changed pretty traumati cal l
i nce when you first filed?

A Yes, it has.

Q (kay. Because of the M. Dye issue?

A Yes.

Q Ckay. Isit your opinionthat i f we conbin

he acquisition and |easing efforts of the applicant t
cquire interest inthis unit that we’re successful with

ool i ng order poolingtherespondentsthat you’velistedthat
he correlative rights of all owner and claimants will b

r ot ect ed?
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A Yes.

Q Is it also your opinion that drilling t

lls inthe windowof thisunit...frac wells in the w ndo
f this unit is a reasonable way to devel op the coal be
t hane resource fromwthin and under this Mddle Ridg
nit?
A Yes.
MARK SWARTZ: | think that’s all | have, M.

IChai r man.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

DIANEDAVIS: M. Chairman... M. Chai rman, can | ask

b qui ck question?

BUTCH LAMBERT: Ms. Davi s.

DI ANE DAVI S: Anita, the noney that...where it was

priginally pooledis it being heldinternally in a suspens¢g

ccount drawi ng interest?

ANl TA DUTY: Yes. There was not...there was never

suppl enent al order i ssued.

DI ANE DAVIS: Right. | know. But, | nean, it does

ave escrowing so the noney is internally escrowed wth
nt er est ?

ANI TA DUTY: Yes.

DI ANE DAVI S: And t hen as soon as we do this and you
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end ne a supplenental, you will transfer the noney?

ANI TA DUTY: (Open...yeah, the account needs

0...yes.
DI ANE DAVIS: Ckay. | just wanted to nake sure.
ANI TA DUTY: Yes.
BUTCH LAMBERT: Any ot her questions?
(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: The only thing, | finally have I ai
hands on an order, okay. It shows there is...that
aragraph nine options historically just to...it shows

onpl eted for production cost with a col on and a bl ank.
elief has been that the total nunmber is what has bee
istorically inserted, just so you know, that there’s on
| ank and it gets the total nunber out of the applicationjust
nterns of...1 wanted to be sure | wasn’t m srepresentin
hat to you. But | think nowthat | see one that’s what has
een happeni ng.

BILL HARRIS: M. Chairnman.

BUTCH LAMBERT: M. Harris.

BILL HARRI S: Let ne ask about the AFEs. | kno

hese were done at two different tines. | renmenber in year
one by we used to get broad itens and we asked for sonethin

little nore itemzed. It |ooks |ike we’ve gone back t
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pbservation with regard to your question.

road itens again. Ws there a reason for that because
ctual ly used to conpl ai n that we didn’t have enough det ai wj

went to detail and | notice now that we’re back to just
road categori es.

BRUCE PRATHER Tangi bl e and i nt angi bl e.

BILL HARRIS: Well, | nean, | don’t know thg

echnical term |’'mjust |ooking at---.

BRUCE PRATHER: That’s why you have the AFEs

repared is the tangi ble and intangi bl e.

BILL HARRIS: | 'm not sure what you’re saying.

BRUCE PRATHER Well, it’s the internal revenues

erns. Certainanmountsof drillingthings canbewittenoff
n one year as your intangi bles. Your tangibles are your
unp costs. The cost that is in this well (inaudible).

hose can be witten off at a certai n percentage of your total

ncome tax consequence. Most of AFEs are set up with thos
angi bl es and i ntangi bles outlined. | nean, if | was goi n]
odrill this...l was going to joinin this well no matter
at ny tangi ble and intangi bl e costs were.

MARK SWARTZ: M. Harris, | would---.

BILL HARRI S: Yeah.

MARK SWARTZ: ---direct your attention just to an

BILL HARRI S: Yes.
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ICs there are?

MARK SWARTZ: Look at the ol der AFE.

BILL HARRI S: Yes.

MARK SWARTZ: The one from *07. Do you see how nanyj

BILL HARRI S: Yes.

MARK SWARTZ: It gives the illusion of all of this

detail, but there’sreally onenunber for drilling. So, what

"msuggesting to you is | “'mnot sure that when you reall

onpare these that there’s a big difference interns of th
mount of information. However, okay, you know, if your
ref erence woul d be t hat we provide youwith noreinformatio
nd nore specific categories we can do that.

BILL HARRIS: Well, it could be just ne, but | just

hought we had gone to sonet hi ng broader...not broader. |

on’t knowif | can give you a specific instance, but | guess

can’t...| know these are...they’re not really apples an
ranges ei t her because we’re tal ki ng about drillingwells an
here are certain common things. |’'mnot really sure what

'm | ooki ng for because as soon as | say, oh, suppose, yo
now, production casing, for instance, well, then you’r
oingtosay, well, that’sincluded herebut...it’s just har
or ne to |l ook at a $30, 000 figure where before it was mayb
2, 10 and 8 and | coul d see where the 30,000 goes. | don’t

now if | ’m making nyself clear. Again, the---.
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MARK SWARTZ: | understand what you’re saying, but

guess ny response woul d be i f you | ook at these two esti nat es
think the |l evel of useable detail is roughly equivalent.
guess we coul d tal k about that at sone great | ength. But,
mean, you know, we have contract services. So, we knowwhat
're payi ng sonebody todrill this well andthen we knowwhat
pur casing cost is. | nmean, you know, but instead of havi ng
12 lineitens, we’ve got two. But you’ve got the sane | evel

pf detail, | think.

ANl TADUTY: Wl |, based onthe depthandthings|ik

hat you know how much casi ng and you know how nuch. . .| nean,
I guess they could drill down in thereto tell you what th
details are, but do you really want to know how rmany pi eces
pf pi pe and how many---7?

BILL HARRIS: | don’t know. | guess | |ook at this

nd | want to say, you know, why are these different? | know
pne of the reasons, of course, is tine.

ANI TA DUTY: Well, and the accounting systemt hat

were using...that we used in 2007 and what we have now,
ou know, | guess maybe you could have gotten nore detail
efore or...we still can it’s just going to be based on
ndi vi dual vendors and individual item..you know, valves
nd, you know...we can drill down all the way into that

tuff---.
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BILL HARRI S: Yeah.

ANl TA DUTY: ---but not until it’s actually...th

econd well is not even drilled yet. So, we’re just usin
stimates based on depth and what we know the itens cost |
oday’s econony.

BRUCE PRATHER: There is an APl AFE formthat yo

se and it has your tangibles and intangibles. If | was

nting to...if | had aninterest inthis well and | wante
o participate the workinginterest, | would definitely want
hose tangi bles and intangibles in ny estimation.

AN TADUTY: Wl l, andthe top sectionis intangi bl g

nd your bottom section is your tangible.

BRUCE PRATHER Does it say that?

ANI TADUTY: It doesn’t, but we can nake it say t hat

fn the future.
BRUCE PRATHER: Ckay.
BUTCH LAMBERT: | think what M. Prather and M.

rris are tal king about---.

TOMFULMER: Since ny nane is at the bottomof this,

et nme explain it to you.

SHARON PIGEON: Well, you need to raise your

and- - - .

BUTCH LAMBERT: You need to raise your hand and bq

WOr n.
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SHARON Pl GEON: Twi ce actually. W recogni ze you.

(Tom Ful mer is duly sworn.)

BUTCH LAMBERT: And what M. Harrisisreferringto,

coupl e of years ago and maybe three years ago M. Harris
rked on atenplate for AFEs if | renmenber correctly. Wat
e...l guess to nake it sinply, the one that signed 4/12/ 12
idn’t follow the tenplate. There’s information...not

nough information is not there that we were asking.

ANI TA DUTY: | guess we weren’t...| wasn’t awar

here is a tenpl ate.

TOM FULMER:. The technical terns tangible an

ntangi bleas M. Prather isusingishere, but it’sreflecte
nadifferent nane. One part isadry hole. If you...now,
hat ’s the upper part. The second part is we conpleted it
or production, okay. So, that’s your tangible and
nt angi bl e.

BRUCE PRATHER: That ’s where your tangibles are i g

n the production?

TOMFULMER: That 's what those two terns nean. Th

eason a lot of these are done that way if the well is not
rilled we have cost that fluxuate now fromnonth to nont
s far as steel as far as of cenenting and as far as the cost
f perforating and you’ve al so got travel charges in here.

t can vary fromwell to well. Ckay, these estimates based
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pon previ ous wel | s that we’ve done at t hat depth, plus travel
ime and road construction. Road construction an
onstruction of the sites is going to be the biggest chang
ou wll ever see. That is what’s caused nore here | atel

han anyt hi ng because alot of tinmes we’re buil di ng roads i

reas that we’ve never been.

BILL HARRIS: Now, is under site preparation or

ere is that?
TOM FULMER Site preparation
BRUCE PRATHER Yeah

BILL HARRIS: | see a broad site preparation and

ave no i dea what ’'s covered and maybe that’s nmy probl em
ust don’t know what ’s covered under these itens.

TOM FULMER: |If you look at the top part, you’r

ooking at stuff that’s cone...that’s your up-front cost
hat it’s goi ng to happen on every well. The bottompart nma
ever happen. But if you get production, then the botto
art is going to happen. That cost is going to cone in.

BRUCE PRATHER The thing that you never want t

appen is to have your AFE be short of the costs.

TOM FULMER: Yes. Yes. That'’s true.

BRUCE PRATHER: And what...l nean, the ones |'’v

[ade | “ve even put a fudge factor at the end of it. If th
hi ng cost $200, 000 or $300, 000, | 'd t ake 10%and add $30, 00
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fo it as kind of a fudge factor.

TOMFULMER: | woul d assune t hat roughl y bet ween thj
2007 cost and today’s cost you’re tal ki ng about anywhere fro
18 to 15...15%to 18%of anincrease just inthat tinme frane.

BILL HARRI S: Ckay.

MARY QUI LLEN: When you’r e bui | di ng roads, stone has

 ncreased nore than that.

TOM FULMER: Yes.

BILL HARRI S: | "mgoi ng to go ahead and | et this go.

ut I 711 just make one ot her corment. This, | think, rel ates

ack to sonet hi ng t hat has al ways bothered neinthat we still

ever knowwhat the actual cost istodrill these wells.

| ways get estimates and we’ve been prom sed over the year
"Il come back and tell you hownuch it actually costs.

ever see those figures. |I’Il just |eave that alone. That

as bothered ne for years that we really never know how nuc

hese cost. W know how much they’re estimted the costs,

ut---.
TOMFULMER: |f you get sonmething fromus as far as
well is drilled, that is the actual costs.
BUTCH LAMBERT: But we don’t get that.
BILL HARRI S: Yeah. See we don’t get that.
TOM FULMER: Wll, no if it comes to the
Poard- - -.
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MARK SWARTZ: Wl |, you’ve got an exanple right in

Front of you guys.

TOM FULMER. When it goes before the Board---.

MARK SWARTZ: the 5/14/2007 has a bunch of act ual

costs on it.

ANl TA DUTY: W were never...|l never knew t hat

eeded to provide an actual cost when the well was drill ed.

BUTCH LAMBERT: There was a tenpl ate devel oped an

Harris---.
ANI TA DUTY: | didn’t know there was a tenpl ate.

BUTCH LANBERT: ---worked on the commtt ee. |

hi nk that’s why he’s raising the issue.

SHARON Pl GEON: M. Prat her worked onthat commtte

s wel | .

BUTCH LAMBERT: That identified an AFE t hat woul

e standard across the industry.

TOMFULMER | ’d be happy to use it. | don’t hav

o problemwith it. This is---.

BILL HARRIS: Wll, we’re not---.

TOMFULMER: ---just...l wanted...if younoticein

kEhis one here the first one, the old one, it doesn’t
di stingui sh bet ween dry hol e costs and t he bott omhol e costs.
That s a big...big inportant---.

BILL HARRI'S: That’s an inportant---.
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TOM FULMER  ---information that you need.

MARY QUI LLEN: Well, | personally |like this becaus

jt does distinguish between the dry hole costs and th
conpl eti on costs.

TOMFULMER: And t hat woul d be what t he per son woul

b nvest in.

MARY QUI LLEN: Right. Right. Yeah.

TOMFULMER O taketherisk. Gkay. | just wanted

fo explainit.

BUTCH LAMBERT: Ckay. Any further discussion?

BILL HARRI S: Thank you.
BRUCE PRATHER: That’s what | sai d.

BUTCH LAMBERT: Any further discussion?

(No audi bl e response.)

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

(Al nmenbers signify by saying yes, but Katie Dyq
bnd Donnie Ratliff.)
BUTCH LAMBERT: (pposed, no.

KATI E DYE: |’1] abstain.
BUTCH LAMBERT: One abstention Ms. Dye.

DONNI E RATLIFF: 1711 abstain al so.

BUTCH LAMBERT: Two abstentions M. Ratliff and M.

Eze. kay, we’re calling docket item22. Apetitionfro:]

nge Resources-Pine Muntain, Inc. for a well locatio
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r/xcepti on for proposed well 900101, docket nunber
G0B- 12- 0515-3066. All parties wwshingto testify, pleasq
cone forward.

DONNI E RATLI FF: Mark had t hat | ook on his face t hat

he woul dn’t fi ni shed.

BUTCH LAMBERT: Ch, did he?

DONNI E RATLI FF: Di d you. .. di d you have anot her one?q

MARK SWARTZ: We’re done. Ch, we continued one.

MARY QUI LLEN: Yeah. You continued nunber 20.
SHARON PI GEON: Nunber 20.

BRUCE PRATHER: Number 20 was conti nued.

MARK SWARTZ: | will...I wll...if sonebody coul f

pet us that tenpl ate because---.

BUTCH LAMBERT: W wil .

MARK SWARTZ: ---no kidding we are conpletel

bnaware that that ever...all of us that that ever happened.

ANI TA DUTY: | nean, | don’t think we’re the onl

pperator. It |ooks |ike nobody...none of the---.

@QJS JANSEN: | don’t t hink the Board ever officiall

pproved the tenpl ate.
MARY QUILLEN: | don’t so either. | think it has

een tal ked about ---.

BILL HARRI'S: And that may have been---.

MARY QUI LLEN: ---but | don’t...l don’t ever
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emenber it ever being presented and approved.

BUTCH LAMBERT: We’ll have M. Cooper |ook intqg

hat .
MARK SWARTZ: So, if you’ve got sonet hi ng, you know,

et us seethat evenif it’s just indraft and we, you know,
can react to that.

SHARON PI GEON: No. W just want you to do it.

MARK SWARTZ: | “mnot going to respond. | ’magoindg

[ o escape.
TI M SCOTT: She’s bei ng nean.
(Phil Horn and Gus Jansen are duly sworn.)

BUTCH LAMBERT: You nay proceed.

TIMSCOIT: M. Chai rnan, on itemnunber 22 we havg

noticeissue. So, we’regoingtocontinuethat. W’I| ask
rhat It be continued until June, please.

SHARON Pl GEON:  22.

TI M SCOIT: 22.

BUTCH LAMBERT: 227

TIMSCOTIT: Yes, ma‘am That’s item3066 or docket
hunber 3066.
MARY QUILLEN: | 'msorry, | can’t hear you.

TIMSCOIT: | ‘'msorry. W ’regoingtocontinueiten
hunmber 22. We have a notice issue that we’re correcting.

MARY QUI LLEN: Ckay. Continued until June?
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P3. ApetitionfromRange Resources-Pi ne Mountain, Inc. for

wel |

TI M SCOTT: June.
BUTCH LAMBERT: Ckay.

Yes, nma’am

| ocati on exception for proposed wel |

We’re calling docket

iteny

900102, docket

unber VGOB- 12- 0515- 3068.

Al l

parties wishing to testify,
| ease cone forward.
TIMSCOIT: Ti mScott,

@Qus Jansen and Phil Horn for

nge Resources-Pine Muntain, Inc.
BUTCH LAMBERT: You may proceed, M. Scott.

TI M SCOTT: Thank you,

M. Chai r man.

PH L HORN

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON

ESTI ONS BY MR SCOIT:

Q M. Horn, woul d you pl ease state your nane,

y whom you’re enpl oyed and your job description?

A My nane i s Phil

nager for Range Resources-Pi ne Mount ai n,
job descriptions is to get wells permtted and drill ed.

Q And you’'re famliar with this application,

s that correct?

A Yes, | am
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Q And you’re also fam liar with the ownershi

pf the mnerals underlying this unit, is that al so correct?

A That s correct.
Q And are those owners set out on Exhibit B?
A Yes, they are.
Q And woul d you pl ease tell us who operatesth
|l's fromwhich...the well |ocation exception is sought
oday?
A Drill well 825518 is operated by Rangq

esour ces- Pi ne Mount ai n, I nc. and 90101 has not beendrill ed.
t wll be operated by Range Resources-Pine Mountain, Inc.
| so.

Q And that’s the one that we just conti nued,
s that correct?

A That s correct.

Q How was notice of this hearing provided tqg
kEhe parties listed on Exhibit B?
A By certified mail.
Q And we’ve provided proof of nmailing to thq
PBoard, is that correct?
A That s correct.
TIM SCOTT: That’s all | have for M. Horn.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)
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BUTCH LAMBERT: You may continue, M. Scott.

GQUS JANSEN

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SCOITT:

Q M. Jansen, would you please state your
ane, by whom you’re enployed and your job description,
| ease?

A My nane is Qus Jansen. | “m enpl oyed by

nge Resources-Pine Muntain, Inc. as the manager of
eol ogy.

Q And you’'re famliar with this application,
s that correct?

A Yes, | am

Q And you’ve passed out an Exhibit AAto thq
PBoard, is that correct?

A. | have.
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Q Wul d you please tell the Board why we’r¢g

eeking a wel |l | ocation exception for this particular unit
oday?

A Yes. |If the Board will refer to Exhibit
ou’ll see the location of proposed well 900102. It~

ocated in the center of the map with the red circle aroun
t. This well has been positioned at this |ocation due t

he t opogr aphi c constraints andthe steepterrainandto hel

esult inthe maxi mumrecovery of the resource. The nearest
vai l able location that would not be...a well locatio
xception woul d be approxi mately 1250 feet to t he nort hwest.
n the event the well is not drilled, we would stran

pproxi mately 110.12 acres of reserves.

Q What s the proposed depth of this well?
A 6,218 feet.
Q And the potential |loss of reserves if thq

Poard doesn’t grant our application today?

A 500 mllion cubic feet of gas.

Q And we don’t have any correlative rights
J ssues here, is that correct?

A That is correct.

Q So, if the application were granted today,
j t woul d prevent wast e and pronot e conservation, isthat al sg

correct?
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Further

|1 | ocation exception for proposed well 900106, docket
unber VGOB-12-0515-3069. Al parties wishing to testify,

| ease cone forward.

nge Resources-Pine Muntain, |nc.

di scussi on?

petition from Range Resources-Pine Muntain, Inc. for g

A That is correct.
TIM SCOIT: That’s all | have for M. Jansen.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?
TIM SCOTT: That’s all | have, M. Chairman.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.

BRUCE PRATHER: Second.

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

(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by saying yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: We’re cal | i ng docket itemnunber 24.

TIMSCOIT: TimScott, Gus Jansen and Phil Horn for

BUTCH LAMBERT: You may proceed, M. Scott.
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TIM SCOTT: Thank you, M. Chairnman.

PH L HORN

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SCOITT:

Q M. Horn, again, your nane, by whomyou’'rq
npl oyed and your job description.
A My nane is Phil Horn. | ’mthe | and nanager

or Range Resources-Pi ne Muuntain, Inc.

Q And you’'re famliar with this application?q
A Yes, | am
Q And we’ve provided a revised Exhibit B, is

fhat correct?

A That s correct.
Q And we had failed to |ist sonebody on...an
Entity on that original exhibit, is that correct?

A Yes. W notified Wellnore Coal Conpany.
Q And t hey have been notified within the ting

Frane required, is that correct?

A That s correct.
Q Ckay. And are you famliar with theg
pwnership of the mnerals underlying this unit, is that
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Fight?
A That s correct.
Q And t hose owners are set out on Exhibit B,

s that correct?

A That is correct.
Q Now, we’re seeking awell | ocation excepti o:l
Fromthreedifferent wells today. Wo operates those well s~

A Range Resources-Pine Muntain, I nc.
pper ates those wel | s.

Q And in this particular...this particular

bnit, Rangeis al so an owner and an operator, isthat correct?
A Yes. W have acreage inside the unit, yes.
Q How was noti ced of this hearing provided t

kEhe parties listed on Exhibit B?

A By certified mail.

Q And we’ve provided proof of nmailing to thq
Poard, is that correct?

A Yes, you have.

TIMSCOIT: Ckay. That’s all | have for M. Horn.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

TIM SCOTT: Thank you, M. Chairnman.
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GQUS JANSEN

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON

ESTI ONS BY MR SCOIT:

Q M. Jansen, agai n, your name, by whomyou’r

npl oyed and your job description.

A My nane is Qus Jansen. | “m enpl oyed b
nge Resources-Pine Muntain, Inc. as the mnanager of

eol ogy.

Q And you’re famliar with this application,
s that correct?

A | am

Q And you’ve just passed out an Exhibit AAtqg

khe Board, is that right?
A Yes, that’s correct.
Q Wul d you please tell the Board why me’rj

eeki ng a wel |

A

| ocati on exception for this particular unit?

Yes.

ou’ll see the | ocation of proposed well

|f the Boardw || refer to Exhi bit AA

900106. This wel |
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as been positionedto nmaxi mzetherecovery of theremainin
atural gas resources stranded with relationship to th
xisting offsetting wells. Thereis not |ocation avail abl

hat neets t he statew de spacing requirenents. Inthe event
he well is not drilled, this location would stran

pproxi mately 78.12 acres of resources.

Q What s the proposed depth of this well?
A 5,166 feet.
Q And the potential |loss of reserves if thq

Bpplication were not granted today?
A 500 mllion cubic feet of gas.
Q And t hen we have owners ot her than Range ing
kEhis particular unit, is that correct?
A That is correct.
Q So, if the applicationis granted today, it
woul d prevent waste, protect correl atives rights and pronot g
conservation, is that correct?
A That is correct.
TIM SCOTT: That’s all | have for M. Jansen.
BUTCH LAMBERT: Any questions fromthe Board?

MARY QUILLEN. M. Chairman, | have just on
guestion for Gus. Are these three wells that you’re aski n]
Excepti on fromare these sone of those old wells that you al |

cquired as a part of Colunbia? Ws it Col unbi a?
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AQJS JANSEN:. That is correct. These were

hells---.

BRUCE PRATHER Chesapeake.
MARY QUI LLEN: O Chesapeake.

QJUS JANSEN. ---that were from Chesapeake, yes.

MARY QUILLEN: Yeah, Chesapeake. Yeah, okay.

That’s it.
SHARON PIGEON: Tim we revised Exhibit B.

TI M SCOTT: Yes, ma’am
SHARON PI GEON: Can you tell us why?
TIM SCOIT: W had left off WIlIlnore Coal

IConpany- - -.

SHARON Pl GEON:  Ckay.
TIM SCOTT: ---and we added them and then the

re...we actual ly did that the day that the application wa

So, we sent the notice to themthat day and then

ave a green card back fromthem

SHARON PI GEON:  Thank you.

TIM SCOTT: That has been provided to the Board.
BUTCH LAMBERT: Ckay. Anything further, M. Scott?q

TIM SCOIT: That’s all | have, M. Chairnan.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER Second.
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BUTCH LAMBERT: | have a notion and a second. Any]

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by sayi ng yes.

(AI'l nmenbers signify by saying yes, but Donniq

Ratliff.)
BUTCH LAVBERT: (pposed, no.
DONNI E RATLIFF: 1711 abstain, M. Chairman.
BUTCH LAMBERT: One abstention M. Ratliff. We’r
calling item nunber 25. A petition from Rang
esour ces- Pi ne Mountain, Inc. for awell |ocation exceptio

or proposed well 900109, docket nunmber VGEOB-12-0515-3070.
| parties wishing to testify, please cone forward.

TIMSCOIT: Ti mScott, Gus Jansen and Phil Horn for
nge Resources-Pi ne Muuntain, Inc.

BUTCH LAMBERT: You may proceed, M. Scott.

TI M SCOTT: Thank you, M. Chairnman.

PH L HORN

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

DI RECT EXAM NATI ON

ESTI ONS BY MR SCOIT:

Q M. Horn, your nane, by whomyou’re enpl oyed

176




© 00 N oo o b~ w N P

N N N N NN B B R R R R R R R R
a b~ W N P O O 00 N o o~ wWw N +—», O

nd your job description, please.

A My nanme i s Phil Horn. | "menpl oyed by Rangq
esour ces- Pi ne Mountain, Inc. as the | and nmanager.

Q And you’'re famliar with this application,
s that correct?

A That s correct.

Q And you’'re famliar wth the ownership of
he mnerals underlying this unit, is that also correct?

A Yes. Range Resources owns all oil and gas

nthis unit.

Q We’ve got four wells from which we’'rq
eeking a well location exception, is that right?

A That s correct.

Q And who operates those wells?

A Range Resources-Pine Muuntain, |nc.

Q To answer Ms. Quillen’s question, those ar
Mells that you picked up from Chesapeake, is that correctj

A That s correct.

Q Ckay. So, you’re operator and an owner, i S

fhat correct?

A That s correct.
Q How was noti ce of this hearing provided thqg
parties listed on Exhibit B?

A By certified nmail.
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Q And we’ve provided proof of nmailing to thq
Poard, is that right?

A That s correct.

TIM SCOTT: That’s all | have for M. Horn.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOTT: Thank you, M. Chairnman.

GQUS JANSEN

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SCOITT:

Q M. Jansen, your nane, by whom you’r
npl oyed and your job description, please.
A My nane is Qus Jansen. | “m enpl oyed b
nge Resources-Pine Muntain, Inc. as the manager of
eol ogy.
Q And you’'re famliar with this application,

s that correct?

A Yes, | am
Q And you’ve provided the Board with an
Exhi bit AA?
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A Yes, | have.

Q And woul d you pl ease tell the Board why need
wel |l | ocation exception for this particular unit?
A Yes. Again, if the Board refers to Exhibit

, you’l |l see the location of proposed well 900109. Agai n,

hi s wel | has been positionedto nmaxi mze the recovery of th
emai ni ng natural resources stranded with relationship t

he existing offsetting wells. There is no locatio
vai | able that woul d  neet the statewide spacin
equi renent s. In the event this well is not drilled,

pproxi mately 89. 88 acres of resource would be stranded.

Q And what s t he proposed depth of this well~
A 6, 142 feet.
Q And the potential loss of reserves if th

bpplication is not approved today?

A 550 mllion cubic feet of gas.

Q And we’ve already heard fromM. Horn. Wq
don’t have any correlative rights issues, is that right?

A That is correct.

Q But if the applicationis granted, it woul f
prevent waste and pronote conservation, is that correct?
A That is correct.

TI MSCOIT: Ckay. That’s all | have for M. Jansen.
BUTCH LAMBERT: Any questions fromthe Board?
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(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all | have, M. Chairnan.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by saying yes.

(Al'l nmenbers signify by saying yes, but Donniq
Ratliff.)

BUTCH LAMBERT: (pposed, no.
DONNI E RATLIFF: 1711 abstain.

BUTCH LAMBERT: One abstention M. Ratliff.

're calling docket itemnunber 26. A petition fromRang
esour ces- Pi ne Mountain, Inc. for pooling for well 900094,
ocket nunber VGOB-12-0515-3071. Al parties w shing t
estify, please cone forward.

TIMSCOIT: TimScott, Gus Jansen and Phil Horn for

nge Resources-Pine Muntain, |nc.

CATHLEEN FRAN: My nane i s Cathl een Fran. | ’'mf ro;]
i chnond, Kent ucky. | “m a great-granddaughter of Noa

| 1'ins one of the | andowners here of the mneral rights.
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'mal so an attorney in Kentucky. | ’mappearing here onl
or nyself pro se today because of being over state |ines.

BUTCH LAMBERT: You wll need to be sworn. Pl eas

ai se your hands to be sworn. | ’'msorry, we didn’t catch your
anme, sir.

WOODROWW FRAN, JR : | "mWodrowW Fran, Jr. | 7

descendent of Noah Mullins. One of the heirs. [’'mfro
i ckl esville, Kentucky.

(Cat hl een Fran and Woodrow W Fran, Jr. are dul
wor n. )

BUTCH LAMBERT: You may proceed, M. Scott.

TI M SCOTT: Thank you, M. Chairman.

PH L HORN
aving been duly sworn, was examned and testified as
ol | ows:

DI RECT EXAM NATI ON

ESTI ONS BY MR SCOIT:

Q M. Horn, woul d you pl ease state your nane,
y whom you’re enpl oyed and your job description?

A My nane is Phil Horn. | "menpl oyed by Rangq
esour ces- Pine Mountain, Inc. as the | and manager.

Q You’re famliar with this application, is

hat right?
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A That s correct.

Q How many acres does this unit contain?

A 220.

Q (kay. Does Range have any of this acreagq
pnder | ease?

A Yes, we do.

Q kay. Are we going to dismss any folks

Fromthis application today?

A No, we’re not.

Q And have you attenpted to reach an agreenent
Wth those parties listed on Exhibit B-3?

A Yes, have.

Q Ckay. What percentage of the unit does
[Range have under | ease presently?

A 82. 7317851%

Q Now, we had...you just passed out a revise
Exhibit B and B-3. Wuld you please tell the Board why
di d that?

A Due t o t he nunber of owners and t he owner shi

couple of the tracts originally were...the owers wer
hown as | eased or unl eased and we determ ned after the fact
hat we hadto reverse those. So, everyone that was notifie
hat sone of themare shown as | eased or actual ly unl eased.

There’s a coupl e of them changed.
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Q So, these are the correct |eased and
binl eased interest, is that correct?
A That s correct.

Q Ckay. How was notice of this hearindg

provided to the parties listed on Exhibit B?

A By certified mail.

Q Any ot her neans?

A By publication in the D ckenson Star.
Q And when did that occur?

A On May the 2nd, 2012.

Q And do we have any unknowns in this...or
binl ocateables in this unit?
A Yes, we do.
Q And have you provided M. Cooper with g
fetter indicating your due diligence efforts---?

A Yes, | have.

Q ---with regard to that? Have you file
roofs of publication... mail certification with regard t]
E’ﬂiling wi th the Board?
A Yes, you have.
Q Range i s authorized to conduct business in
k he Commonweal th, is that right?
A That s correct.

Q And there’s a bl anket bond on file?
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A That ’s correct.

Q Now, if you were to reach an agreenent wt
f hose parties listed on Exhibit B-3, what terns would yo
pf f er ?

A $30 per acre for a five year paid up | eas

hat provides a one-eighth royalty.

Q And i s that fair conpensation for aleasei
his area?

A In my opinion, it is.

Q kay. Wiat percentage of the oil and gas

state i s Range seeking to pool today?
A 17.26821429%
Q kay. And we’ve...you’ve indicatedthat wy

do have sone unknowns, is that right?

A That s correct.

Q So, we have an escrow requirenent?

A Yes, we do.

Q And what tract or tracts wll requirq
[escrow?

A Tract 3.

Q And what woul d be t he percentage t hat woul d

e subjected to escrow?
A 4. 65926677%
Q And you’re requesting the Board to pool thq
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binl eased parties listed on Exhibit B-3, is that right?

A That s correct.

Q And that Range be naned operator for this
bnit?

A That s correct.

Q Now, if...if the order...or our applicatio

s granted today and the order is entered, if election ar
de pursuant to the order, what woul d be the address use
o nmake an el ection?
A Range Resources-Pine Muwuntain, Inc.,
O Box 2136, Abingdon, Virginia 24212.
Q I s that the address for all comruni cati ons
ith regard to this unit?
A Yes, it is.
TIMSCOIT: Ckay. That’s all | have for M. Horn.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Fran.

CATHLEEN FRAN: Yes, sir.

CROSS EXAM NATI ON
[QUESTI ONS BY M5. FRAN:

Q Did | understand your testinony to say that

t was a 228 acre pool? You m sspoke?
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A 160 acres. |I’'msorry, | m sspoke.

Q Al right. And what is the depth to which
his well is to be drilled?
A The geol ogi st will answer that question if

hat s all right.
@QJS JANSEN: | can answer it now. It’s 8,167 feet.

GQUS JANSEN
DI RECT EXAM NATI ON
[QUESTI ONS BY M5, FRAN:

Q Is that the depth?

A The total neasured depth.

Q s part of that horizontal ?

A Yes, ma’am

Q And how nmuch of it is actually vertical?
A Approximately, at this point in time, |

uld estimate that to be around 5,000 feet.

Q Does your application contain an exhibit
hat says how many feet that is?

A No, ma’am That s usual |y covered under
he permtting process of the well.

Q Oh, excuse ne just a second. |’ve got alot
pf papers here. | kind of remenber that your application on

kK he exhibit that was attached to the...does it have t he cost
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on it? It said the vertical depth was sonething |like 390(

eet. Is it 5,000? Is that the depth?

A That portionof thevertical part of the well

o the kickoff point that’s...we would actually start th
eviationof thewell. Thelateral wouldnot...l’mcountin]
he | ateral fromwhere we actually | and the well and t hen t hat
oes horizontal fromthat point. So, there’s two different
dept hs.

Q | "ve listed to a lot of cost of wells herqg

bnd the depths to which they are drilled. How nmuch does it

cost to...on an average to drill a foot vertically?

A Just drilling costs?

Q Yes.

A In this case here, the drilling footag
fs---.

Q No, just normally. How nmuch does it cost”

A Around $20 a foot.

Q 20. And how nmuch does it cost nornmally t
drill vertically?

A That 's what | was referringto, the verti cal

part, the $20.

Q kay, horizontal ly?
A Hori zontally we pay a day rate typi cal wit:l
pur wel | s and our rigs. You pay a conbi ned costs for all th
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urfaces involved with drilling the well. That’s usuallj
round 35 to $20, 000 a day. So, your drilling is not base
nthe footage of that well. 1t’s based on how many days it

ctually takes themto achieve the depth of the well.

Q How many days di d you estimate it woul d t akeg
drill this well?
A In this case, we probably estimate it

petween 8- 10 days.

Q At you sai d $40, 000?

A Yes, ma’am

Q And so 10 days woul d be roughly 400, 000?
A Yes, ma’am

Q And your exhibit that you attached to this

Bpplication shows about 600,000 for dry hole and a 1.2---9

A Correct.
Q How do you go from 400,000 to that?
A. There are other costs associated with th

cost of the dry hole well cost, which includes |easin

fforts, the construction of the well site, the road,
I ntenance of the pits and reclamation of the sites.

| so have a directional drilling cost involved wth that.

t’s aseparate service. W have supervisionincludedthat.

t would provide any further cost just in that AFE

Q I's your drilling the main cost?
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A That ’s...the |l argest cost are the dry hol
costs, yes.

Q And t hat woul d be | argest cost of the entir

roject, would it not?

A Yes. The conpletion costs would be th
econd | argest cost. That’s where we conplete the well an

stinmulate the well for production.

Q Al right. | "ve listened to other cost
ere fromEQI or CNX. For drilling two wells, one of the
560 f eet and anot her one 2437 feet, their exhibit calledfor
507,991, whichis asignificant difference. | nmean, if yo
dd the two of themtogether that cones up a lot nore tha
he 8,000 total feet that you’re tal king about.

BRUCE PRATHER Those are 2500 foot wells.

MARY QUI LLEN: Those are different kind of wells.

BRUCE PRATHER: Those are CBM well s. Those ar ¢

coal bed net hane wells. They’re tal ki ng about a hori zont al

1. It will go...that horizontal well will go at |east

, 000 feet below where this coal seamthat you’re talkin
bout on your AFEs that you’ve got there. So, it’s

di fferent animal so to speak.

Q Ckay. But yousay it’s basically $400, 000~
A Just for the drilling part itself.
Q Ckay.
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A Again, there are other services involve

hat you’re required to have to actually steer the well an
rill that well. There are other associ ated costs i ncl ude

ere in that dry hole cost.

Q Do you own part of the drilling conmpany?

A No, we do not.

Q Have you recently purchased a part of o
drilling conpany or nade arrangenents to purchase a---?

TI M SCOTT: Qoj ecti on.

Q ---drilling corporation?
BUTCH LAMBERT: Yeah. Well, I---.
TI M SCOTT: oj ecti on.

BUTCH LAMBERT: Excuse ne, Ms. Fran. | don’t... |

don’t understand what this has to do wth the pooling order.

CATHLEENFRAN: Wl |, | 'mtryingto findout the cost

pf this.
BUTCH LAMBERT: But aski ng hi mwhet her or not he’s

art owner or purchased---.

CATHLEEN FRAN: No, | ’m not aski ng hi m personal
hat. | was asking himwas the conpany, in terns of thzI
costs, do they own part of the drilling equipnent? Thig
conpany has a | ot of subsidiaries.

BUTCH LAMBERT: | still don’t under st and what that

woul d havetodow ththe costs. The gentl enman has presented
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n AFE of their costs. Wat would it nake any difference of
oisdrilling it or whether or not they own the drilling
i ght ?

CATHLEEN FRAN: | believeinthe 10-Kthey tal k about

ow...let ne find that.

TIM SCOIT: M. Chai r man, if M. Fran has

|ternative or alternate figures that she would like tq
resent saying that this is an unreasonable cost for thig
1, 1"d like to see those. Do you have those?

CATHLEEN FRAN: No, sir, | don’t. | "masking you.

You’re supposed to be the expert here.

TIM SCOTT: That’s exactly what he is testifying,

Fran to tell you exactly that.

CATHLEEN FRAN: Wel |, | have aright to...|l have 4

i ght to question that, don’t |?
BUTCH LAMBERT: Well, Ms. Fran---.

TIM SCOIT: Wthin the perinmeters of th

pplication, yes, ma’am

BUTCH LAMBERT: Ms. Fran, you cane before this Boar

epresenting yourself as a citizen and not as an attorney.

CATHLEEN FRAN: That’s correct.

BUTCH LAMBERT: So, you need to direct questions t

he Board who wll then ask the other party.

rmal ly...typically we don’t allowjust a citizen to co
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n and cross examne the witnesses on the other party.

CATHLEEN FRAN. Ckay. Even though | ’"m appearing

| ke pro se? Their consolidated report for the 10-K t hat
hey filed for the first quarter ending March the 31st,
P012- - - .

TIM SCOTT: oj ection

CATHLEEN FRAN: | 'm directing a question to thq

oar d.

BUTCH LAMBERT: Let ne see what she’s going to ask

nd then---.
TIM SCOIT: | 'msorry. Sorry, M. Chairnan.
BUTCH LAMBERT: ---1’Il...and then we’ll---.
TIM SCOTT: kay. | ’'msorry.

BUTCH LAMBERT: |f youw || ask that questionto thj
oard, Ms. Fran, we’ll see...we’ll try to determ ne wher
ou’re going with that and whether or not it’s rel evant.

CATHLEEN FRAN: | woul d | i ke t o know sonet hi ng about

heir information so that | can eval uate the options under
he st at ut e about participating or non-participating or the
hree options that you have under the statute there. Your
tatute under the definitionhas adefinitionfor first point
pf sale. | ’mlooking at their 10-K page 24 for March the 31,
012 and it says that they have two different types of

lareenents under which they sale natural gas. One of then
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eing A) Net back arrangenent where we sell natural gas an
Il at the well head and col |l ect apriceandnotransportatio
ncurred by the purchaser; or we sell natural gas or oil at
specific delivery point and receive proceeds fromth
urchaser with no transportati on deduction. Now, they di
resent nme a | ease agreenent on a couple of other wells for
ich I had no notice involving this property, two other
Il's. It’srevisedonly as | understand themfor well hea
rices for paynents to a | essee. But here they’re sayin
hey had two different arrangenents under which they sel
atural gas. Dol receive the benefit of both of those sal
greenments or is mne just strictly at the well head?

BUTCH LAMBERT: | woul d pose that question to Rang

esources. Inthis particul ar instance, whi ch one of thos
ppt i ons does Ms. Fran have?

PH L HORN: Whul d you repeat the...what it says
k here again, please?

CATHLEEN FRAN: | 'm provi ding a copy of your

10- K.

PH L HORN: O course, we’ve got districts all over

he country and we’re a small district here.

CATHLEEN FRAN: Thi s says it ’s a consol i dated report

or the entire conpany. It says natural gas is sold under
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hese two options. Wat | “mwanting to knowi s when you sel |
nder the second option does a | essee obtain the benefit of
hat price or is it strictly well head price? The |eas

greenent that you’ve presented to nme seens to be strictl
|1 head price.

PHHL HORN. The |ease agreenent that | hav

resented to you says there’s a reasonable rate for
ransportation fees to nmake the gas marketable is what our
ease says.

CATHLEEN FRAN. Yes. And so if you’re going t

charge ne---.

PH L HORN: We’re chargi ng you what it woul d charg

0 get the gas to the market.

CATHLEEN FRAN: Wl |, if he’s charging nme what it

uld cost to get the gas to the market---.
PHIL HORN: It would be nunber two.
CATHLEEN FRAN: ---but he’s...but he’s paying

t thewell head price, it seenstonethat | “mgetti ng docke
hat transportation cost unless on the other end of it |
eceive the price under the second option, if |I’m makin
self clear

BUTCH LAMBERT: You are. Absol utel y. I

nderstand. As soon as our Counsel finds it inthe Regs, if

ou have researched our Regs, youwill see that it says well
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ead price.

SHARON PI GEON: The Regs say wel | head. The order

tself wll say net back

CATHLEEN FRAN: But | believe that the definitions

nder your Secti on 45 defi nes point of sale...thefirst point
pf sal e---.

SHARON PI GEON: [t’s---.

CATHLEEN FRAN:  Under Section 45.1-361.1 it

di scusses about first point of sale. So, it seens to nme---.

SHARON Pl GEON: Yeah, that’s a definition

Exactly.
CATHLEEN FRAN: Uh- huh.
SHARON PI GEON: The Regs at 4VAC25-160-100E...1I1~
orry, I'mgiving youthe wong...l hadit and|’ve lost it.

, B, sorry. Werethereareconflictingroyalty clainst
he coal bed net hane gas the unit operator of a force pool
oal bed net hane gas unit shal | deposit proceeds i n accordanc
ith 361.22 to be determned at the well head.

CATHLEEN FRAN: Well, you’ve got two different

cenarios hereinwhichthey’re marketingit. |If it’sto bj
etermned at the well head, why should | be charge
ransportation costs?

SHARON Pl GEON: Because it’s a net back. There’s

o market at the well head. So, the first point of sale of
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reasonabl e arns | engt h sal e i s used deducti ng out the costs
0 get the gas there. |It’s not just alocation of the sale,
t’s the quality of the gas and at the well head it’s
ubstantially different than after it has been transported
nd treated.

CATHLEEN FRAN: Ckay. What if it’s not the net back

rrangenent? They don’t sell all of their gas under the net

ack arrangenent. It says, “Revenues also includ
rrangenents where we sell natural gas or oil at a specifi
el ivery point and recei ve proceeds fromthe purchaser wt
o transportati on deduction.”

SHARON PI GEON: That ’s what that says on their FCC

iling, is that what you’re saying?
CATHLEEN FRAN: Yes...yes, ma’am
SHARON Pl GEON: But what thi s Board’s order will sa

s the net back nmethod will be used.

CATHLEEN FRAN: So, it doesn’t matter howthey get~

'mlimted to the smal |l er anount ?

SHARON PI GEON: Well, we’re not followng their

pperations all over thecountry. W’re working under our Act
pnd our Regs.

CATHLEEN FRAN: | woul d have to---.

BRUCE PRATHER May | nmake a comment, pl ease? Thj

pri gi nal version that you were tal ki ng about there they hav
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pperationsin Texas andthat’s...and sinceit hastheoil an

fo private as opposed to a public entity.

his, that and the other |’d say that that’s their Texa
al es. Up here since it’s strictly natural gas, yo
I naudi bl e) about oil and what it anmounts tois that FERC an
|1 of their wi sdom the ACT 20 years ago, they put brokers
nto the i ncone streamof the sal e of natural gas. So, what

t anobunts to is that your gas no longer is sold at the well

ead. It is sold to sone far distant point in which th
perator tries to get the maxi numanount of noney that he ca
et. Consequently, sinceit is at a far distant point fro
he well head the royalty owners are paying these post
roduction costs. What caused it was FERC did this back i
he '80s. That’s when this all happened.

CATHLEEN FRAN: But you are, in effect, condemin

rivate propertywiththis poolingorder andthis (inaudible)
orce pooling---.

BRUCE PRATHER We’re not condemni ng anyt hi ng.

CATHLEEN FRAN: Well, in so nmany words.

MARY QUI LLEN: No, ma’am

CATHLEEN FRAN: It’s com ng out that way.

MARY QUI LLEN: No, we’re not.

CATHLEEN FRAN: Because it ’s aresource that’s goi ng

BRUCE PRATHER: | nean, it may begoingtoautility,
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ou know, far away fromhere. | don’t have any idea wher¢g
hese markets are. They m ght knowwhere their selling nost
f their gas. But it may vary fromnonth to nonth really.
sn’t that correct?

@QUS JANSEN. | don’t have that specific know edg

ith that marketing side of it.
BRUCE PRATHER: Yeah. | nean, it’s basically...th

y | ’ve always seen it is, you know, ---.

GQUS JANSEN: Thereis avariabl ecost i nthe paynent.

BRUCE PRATHER Youtry to get the hi ghest pricethat

ou can get fromthe market that’s avail abl e.

CATHLEEN FRAN: And, you know, | appreciate that

hey have that right under our system of governnent, but |
on’t see that there’s anything wong with ne having that
I ght al so.
TIM SCOTT: M. Chairman, |’d like to---.
WOODROW W FRAN, JR : Do you understand, M.

rat her, what she’s saying?

BRUCE PRATHER Sure. | know exactly what |’
ayi ng.

WOODROWVW FRAN, JR : She’s saying that we’re bein
aid for the price at the well head yet chargin

ransportation.

BRUCE PRATHER: Wel |, unless it is specific, | don’t
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Lr)\ow of anybody that i s being paidat thewell head ri ght now.
st of these conpanies---.

SHARON Pl GEON: There’s no market at the well head.

That s why it has to be transported where there’s a market.

WOODROWW FRAN, JR : But if we’re being paid at

khe well head, should not have to pay for transportation.

SHARON Pl GEON: There’s no market at the well head.

You can’t sell your gas there.

BRUCE PRATHER: Yeah

WOODROWW FRAN, JR : Do we...evenif we’ve got t

ay for the transportation logically we should get the pric
t the market and not at the well head.

SHARON PI GEON: No, logically if you’re to be pai

t the well head and that’s the quality of gas that you get,
ou shoul d pick your gas up at the well head.

BUTCH LAMBERT: M. Scott, do you have a comment

TIM SCOIT: | was...l just wanted to addres

onet hi ng that Ms. Fran said about the notice wth regard t
he earlier hearings. It would 900035 and 900095. Thos
ackets cane back to our office and to the identical address
ent this tinme for which Ms. Fran signed. So, | don’t...|
on’t know what’s going on in N cklesville whether thg

Il manis not delivering, but it was recei ved at this point.
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CATHLEEN FRAN: | wll explain that. That was

TI M SCOTT: Pl ease do.
CATHLEEN FRAN. That was ny nother’s residence.

he diedin 2009. M brother inheritedthat farm That was

he honme pl ace. There has beennomail delivering. Al mail

s forwarded to his address. For sone reason the postnma
hat day made a speci al effort and wal ked up on t he porch an
eft a notice to the door...put a notice on the door.

WOODRONVW FRAN, JR : Wiile | happen to be here.

eforethey just sent it backtothe post of fi ce andthey never
othered to check the forwardi ng address.

CATHLEENFRAN: | can’t explainthat. That was j ust

nomal y that happened that day. But ny nother di ed August

he 13t h, 2009. It nmay be a postnan that knew of ny br ot her

r knew of the famly. [|'mkin to about everybody in thqg

ounty over there. | go back to the foundi ng of the county.
, | don’t know.

TIMSCOTT: I'd like to...l’d like to ask M. Horn

onme nore question, please.

BUTCH LAMBERT: M. Scott.

PH L HORN
REDI RECT EXAM NATI ON
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JQUESTI ONS BY MR SCOIT:

Q M. Horn, what’s recorded in the D ckenso

unty Cerk’s office presently with regard to this Estate~
A Noah Millins sold the surface to thi
roperty and reserved the oil and gas over a 100 years ag
nd that’s where the record title stops i n D ckenson County.
Q Now, in your efforts to |locate thes

ndi vi dual s, what all did you do?
A Chesapeake has a partial |ist where they ha
ncountered this tract years before. W took that and
Il ed | eases out to people and we tal ked to the people...
ent| eman by t he nane of O yde Taylor, Jr. in Pikeville sent
s sone nore of a conposite |list that he had fromPi kevil | e,
ent ucky. So, even though the property is in D ckenso
unty, Virginia we sent a |andman over to Pikeville,
entucky and net wwth M. Tayl or and | ooked at sone of thes
|I's and list of heirs for these folks that...like | said,
his is her great, great-granddaddy that reserved this over
100 years ago. We cane up with alist. Apparently, her

ther was listed. Wedidn’t know. They are over in Centr al

entucky. None of themareinVirginia. So, we nass naile
eases out and then begin our process and here we are now.

hey pi cked up t hi rd package. Thefirst two green cards ca

ack and it says, “No mai |l box...no mail box.” That’s what
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ot. Then she signed for the third one.

CATHLEEN FRAN: | j ust happened to be t here t hat day.

were dividing up ny nother’s furniture. W were still
Iving up her estate. W still haven’t divided it up.

MARY QUI LLEN: Wl |, isthere acurrent address that

ou can give them

PH L HORN: | mailed | eases to both of them Yes,
hey have | eases. | ’ve contactedthemand mail ed t hemcopi es
f the plats. W're going to send themcopi es of the other
pplications. Wenl get backintheoffice, we’ll send then
copi es of the other two pooling applications.

CATHLEEN FRAN: My not her has an estate attorney.

That nane has been provided. | believe he has been contact
Wth M. Scott.

TIM SCOTT: That'’s correct.

PH L HORN: And ne.

TIMSCOIT: | ve assisted himintryingtoget titl
confirmed fromNoah Mullins to present so that there will bj
b conplete chain---.

CATHLEEN FRAN: And | ---.

TIM SCOIT: ---of title.

CATHLEEN FRAN: | have an aut henti cated copy of th

MWIIl of nynother. |’veattachedtonyobjectionthat I file

pon the record. | have the original here. W were goingt
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ileinthe D ckenson County Courthouse. | sought to obtai

he aut henti cated copy of the WII of ny grandfather, Jane
I naudi bl e) Fran. Years ago | think the paper copy in th
| ke County Court house were damaged by fl ood wat ers and t he
ave a mcrofil mcopy of a nunber of years of the records.
he copyi ng machi ne was down for those special mcrofil ns.

paid for the authenticated copy. |’ve yet toreceiveit.

hey told nme they would mail it to nme. | have not receive
t.
BUTCH LAMBERT: So, Ms. Fran, you’re here today t

pbj ect to the pooling order---7?

CATHLEEN FRAN: No. | don’t object to the poolin

prder. | object to the terns of the | ease and the cost of

he expense. | have questions as to why...this i§

videntiallythethirdpoolingorder. | don’t knowwhy tract

S broken upintothree different pools here. | don’t hav
ny explanation of that. Wen your statute defines pool

nder Section 45.1-361.11 don’t knowwhet her there arethre

ifferent pools on this tract and there’s still acreag
hat s not included in any of the three. Again, | don’t
nder st and.

BUTCH LAMBERT: Can you give us a clarification of

hat, M. Horn?
PHIL HORN. W’ve got a vertical unit and twgy
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pver | appi ng horizontal units and we...the units thensel ves

ake i n what ever pi ece of property they have. So, we’re onl zl
etting bits and pieces of it. | believe this one has 3
cres of the 78.

BUTCH LAMBERT: Wiere those wells overlap in that

case they will be doubl e paid?

PH L HORN: Yes. Correct. Yes. That'’s correct.

f...they will be paid for the vertical well and al so t:j
orizontal wells, all three of themeven thoughit’s the sa
creage.

BUTCH LAMBERT: Ri ght.

TIMSCOIT: Wll, M. Horn, this is based on acreagq
contributions to each of these units, is that correct?

PH L HORN: That 's correct.

BUTCH LAMBERT: Ckay.

CATHLEEN FRAN: The pooling application has in it

Lhe term 1200 mmcf. Wien | called...l think | called thg
oard here and spoke to sonebody. | asked what that neant.
They di dn’t know. | spoketo sonebody. | called M. Scott’s

pf fi ce and spoke to a | ady and asked her what it nmeant an
Bhe call ed sonebody else to the phone and they said the
di dn’t know. And---.

TIMSCOIT: No one...no one in ny office tal ked t

IMs. Fran about this particular issue. She was referred t
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. Horn as was M. Downing to get the particul ars about this
articular...these are...shewas talkingto clerical staff,
Chai rman, and not to soneone who understands t he natur¢g

pf these particular applications. This is ridiculous.

BUTCH LAMBERT: And no one on this Board---.

CATHLEEN FRAN: Well, | would |Ii1 ke to know what it

Btands for exactly.

BUTCH LAMBERT: Was anyone on thi s Board cont act ed”

(No audi bl e response.)

CATHLEEN FRAN: | nean, they spell it out i nlanguag

pr t hey can put all of the zeros after it or sonet hi ng so t hat
F’Il know what it is.

TIM SCOTT: M. ---.

BRUCE PRATHER. What is it? | nean, read it.
WOODROWVW FRAN, JR. : 1200 nmmcf. Wat does that

an? |Is that one billion and 200 mllion cubic feet of
atural gas?

BRUCE PRATHER. Yeah. That’s what it is. That’s

at it is.

WOODROW W FRAN, JR. : Ckay. That 's what we’rqg

ski ng.
CATHLEEN FRAN: Wat didn’t it just say that? |

an---.

BRUCE PRATHER: Wl |, you coul d have put it down as
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1.2 bcf. You could have done the sane thing. Wat thisis

s everyone of thesens youput onisamllion. So, you coul

| so say...what it isit’samllion...it’s one billion an
OOmllionif youwant to put it that way. Wen you put a
on the end of it, that’s one mllion and you go to ot her
nd (inaudible)...the mis referring to the thousand cubi

eet. Theother endisamllion. So, you’vegot amllio
nd two.

CATHLEEN FRAN: Wl |, | talked to M. Downing an

sked hi mand he said he didn’t knowand that | needed to b
sking...raising that question and asking it.

BRUCE PRATHER: | nean, in what context is

his---?2

CATHLEEN FRAN: He wasn’t sure.

BUTCH LAMBERT: Ms. Fran, you coul d have | ooked t hat

Lp on the internet real easy.

CATHLEEN FRAN: Wl | ---.

BRUCE PRATHER: I n what context is this used?
SHARON Pl GEON: Yeah. As far as what abbrevi ati ons

an.

BRUCE PRATHER: | nean, you know, you asked ne what

billion and 200 mllionis, in what context is this used
n used in here?

CATHLEEN FRAN. It’s your application...or their
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Bpplication as to the anticipated---.

BRUCE PRATHER Oh, okay. GCkay.

CATHLEEN FRAN: ---of production of the well.

BRUCE PRATHER All right. What you’re talking

bout is the estimated reserves over the life tine of this
1.
BUTCH LAMBERT: So, Ms. Fran, so we can nove this

| ong, exactly what it is that are you asking for this Boarcy
o do? | nmean, we need to take a vote on this application.

ut | don’t understand what you’re asking fromthe Board.

CATHLEEN FRAN: Wl |, | woul d I'i ke to have t he | eas
greenent that they have presented to ne not say t hat they’rj
oi ng to charge ne back t axes pro-rata against that. | don’t
now i f that includes severance taxes or not.

PH L HORN: Yes, it does. Severance tax. W pay
even-ei ghts severance tax and charge---.

SHARON Pl GEON: The Board doesn’t---.

BUTCH LAMBERT: We...yeah. Yeah. Thi s Board

cannot control | eases. W have nothing to do with | eases.
Mé don’t reviewl eases. W don’t nmake deci sions on | eases.
That s between you and t he conpany.

CATHLEEN FRAN. Well, if, you know, it’s sort of

rresented toyou on atake it or | eave basis? |s there any

eal negotiating there?
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BUTCH LAMBERT: That'’s what the pooling order is

or. They’rerequiredto have a certain percentage of this
nit under | ease before they can cone to this Board and ask
or a pooling.

WOODROWW FRAN, JR : Do we have the choice as t

ether or not we can accept this or reject it or does th

ndi vi dual heir can they say noto drilling on the propert
risit all just kind of Iike well we condemn the propert
nd we’re going to drill and that’s that?

BUTCH LAMBERT: That ’'s what t he pool i ng phase of it

s. |If theroyalty owner says no, they cone to t he Board and
pool it.

SHARON PI GEON: If it’s not avoluntary unit and all

eased t hen conpul sory pooling cones into play. But as far
S your options, the statute provi des el ection options thregq
nd you have those choices after the---.

WOODRON W FRAN, JR: I...l understand. |

nderstand the difference.

SHARON PI GEON: Wl |, okay---.

WOODROWW FRAN, JR : You know, ny questionis d
e as i ndividual s have the right to say no you can’t do thisj
SHARON PI GEON: And | say no.
BUTCH LAVBERT: No.

SHARON PI GEON: You do not have the right to say no.
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MARY QUI LLEN: No. Because there are 82.2%that’s

lnder | ease and that "s---.

WOODROW W FRAN, JR : Ckay.

MARY QUI LLEN: ---high enough that they can---.

WOODROWNV W FRAN, JR : | have one nore question.

"mreadingalot of materi al about the Pulitzer prizew nnin
rticles sayi ng howbad nat ural gas and resources ar e nanage
nVirginia. |s there anyway that the State of Virginia or
onebody is going to, you know, check these wells to chec
nd see how nuch gas they’re producing and nonitor th
I tuation?

BUTCH LAMBERT: Yes, sir. There are productio

eports that they are required to submt to the Division of
s and OI.
WOODROWW FRAN, JR : Do they actually check or dg

hey just take the conpany’s word for it?

BUTCH LAMBERT: W take the conpany’s word for it

pn what they submt.
CATHLEEN FRAN: | have one ot her question. |If let’s

ay thi s wel | has an envi ronnental probl emout there, isther
ny sort of regulation that requires an indemificatio
|l ause to indemify ne so that | would never be hel
ccountable for sonething like that as a mneral rights

pwner ?
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BUTCH LAMBERT: Wl |, that woul d be sonet hi ng t hat

ou would work out with the conpany. But through our
egul ati ons of the Division of Gas and G| you are not hel d
esponsible. Al thepermttingresponsibilities fall back
p on the conpany.

CATHLEEN FRAN. Well, |I'm not talking about

ermtting. | ’'mtalking about---.

BUTCH LAMVBERT: Permtting, drilling and

nvi ronnental issues the conpany is held responsi bl e.

CATHLEEN FRAN: And so | would have no potenti al

lability of any kind?
BUTCH LAMBERT: As long as there’s a valid permt

nthat areas thenthey are responsi bl e for any envi ronnent al

ssues that may ari se.

CATHLEEN FRAN: And | don’t have to supervise it?

know that they’re out there. | don’t have to go out an]
upervise it in anyway or have any ki nd of responsibilities
or commtting waste or illegal operations or whatever?

BUTCH LAMBERT: Those fall within the regul ations

f our Division of Gas and G I. They have inspectors out
here periodically to check up on the condition of the site.

CATHLEEN FRAN: So, | won’t have any |iability under

ny...under any scenario?

BUTCH LAMBERT: Unl ess..unless...unless you as &
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Citizen or anyone el se goes and does...creates a situation.
That woul d be a third party. Then that woul d be taken intg
consi deration on who woul d be responsi bl e.

CATHLEEN FRAN: Wl |, it seens to be that your Regs

pught to provide that...for indemification clause inthoseg
Ci rcunst ances for | andowners.

BUTCH LAMBERT: Ckay.

CATHLEEN FRAN: For m neral owners.

BUTCH LAMBERT: Thank you for the comment. But this

oard doesn’t set regul ations or make regul ations. That'’s
eft up to our Ceneral Assenbly.
CATHLEEN FRAN: Wl |, you asked for comments today]

nd | "'massune that | ‘'mallowed to nake those. That seens

0 be a very---.

BUTCH LAMBERT: At public coment period yo

bsol utely were wel cone, but you didn’t participate.

CATHLEEN FRAN: W&l |, | thought | had to parti ci pat
OoW.

BUTCH LAMBERT: Wl |, thank you for your comrents.

BILL HARRIS: M. Chairman, let ne just nake ong
conmment .

BUTCH LAMBERT: M. Harris.

BILL HARRIS: | don’t want to prolong this, but yo
k al ked about noney and about the 1.2 mllion. O all of thj
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eopl e on the Board, | “mnot sayi ng other fol ks aren’t doin
hi s, | amone have al ways been concer ned about hownuch t hes
ost todrill. O the horizontal wells that we’ve seen cros
he desk, this anount is...and | can’t say everyone of the
s the sane, but this anount is very typical for a horizontal
1. So, thisisnot...|l should say this is not A-typical
romall of themthat |’ve seen. |’ve always questione
bout why is this costing this much or why...you know, an
here’s a variety of costs. But nost every horizontal well
hat we’ve seen and, you know, | can’t say | could pull u
very record and ook at it, but nost of them have been
illionto mllion and two or sonewhere in there to drill
(Donnie Ratliff exits the hearing.)
BUTCH LAMBERT: M. Scott, have you got anything

Further?
TI M SCOTT: No, sir.
BUTCH LAMBERT: Any further discussion fromth
oar d?
BRUCE PRATHER A | ot depends...a | ot depends o
ether todrill ontop of the hill or inthe valley. That

i1l make a heck of a difference on these horizontal wells

casi ng Wi se and ot her wi se.

CATHLEEN FRAN: And | assune the hardness of thj

Btratathat they got hrough woul d make anot her bi g di fferenc
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fnthe drilling costs.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by sayi ng yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: 1t’s approved. We’'re calli nj

docket i temnunber 27. ApetitionfromRange Resources-Pin

untain, Inc. for pooling of a drilling unit for well
530183, docket nunber VGEOB-12-0515-3072. Al parties

i shing to testify, please cone forward.

TIMSCOIT: Ti mScott, Gus Jansen and Phil Horn for
nge Resources-Pi ne Muuntain, Inc.

BUTCH LAMBERT: You may continue, M. Scott.

TI M SCOTT: Thank you, M. Chairman.

PH L HORN

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

DI RECT EXAM NATI ON
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JQUESTI ONS BY MR SCOIT:

Q M. Horn, woul d you pl ease state your nane,
y whom you’re enpl oyed and your job description, please?

A My nane is Phil Horn. |’mthe | and nanager
or Range Resources-Pi ne Mouuntain, Inc.

Q And you’'re famliar with this application,

s that right?

A Yes, | am

Q How many acres does this unit contain?

A 220.

Q And Range has this unit under | ease, is that

Fight, and what percentage?
A W have 96. 04%

Q And for those parties that you haven’t

eached an agreenent wth you, you’ve attenpted to reach an
Lgreerrent, Is that correct?

That s correct.

Are we going to dismss anybody today?

No, we’re not.

o > O >

Ckay. Now, we’ve notified the parties

I sted on Exhibit B. How was that acconplished?
A By certifiednail and al so by publicationin
he Di ckenson Star on May the 2nd, 2012.

Q And we don’t have any unknowns inthis unit,
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s that right?

A That s correct.

Q And we’ve provi ded the Board with our proof
pf publication and mail certification, is that right?

A Yes, you have.

Q Ckay. Range is authorized to conduct

pusiness in the Coomonweal th, is that right?

A That s correct.

Q It has a bl anket bond on file?
A Ri ght .

Q s that right?

A That s correct.

Q And if you were to reach an agreenent with

he parties |isted on Exhibit B-3 what woul d the terns that

ou woul d offer?

A $25 per acre for a five year paid up | eas
hat provides a one-eighth royalty.

Q And you consider that to be a reasonabl
conpensation for a lease in this area?

A Yes, | do.

Q And what percent age of the oil and gas estat q
I s Range seeking to pool today?
A 3. 96%

Q And, again, we’ve said there are ng
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binknowns, right, no unl ocat eabl es?

A That s correct.

Q So, we don’t have an escrow requirenent?
A That s correct.

Q And you’re requesting the board to pool thg

binl eased parties listed on Exhibit B-3?

A That ’s right.

Q And that Range be naned operator for this
bnit?

A That s correct.

Q Now, if the Board grants our applicatio

oday and parties listed on B-3 would nake...would tak
dvantage of the election options that are set out in th
rder, what woul d be t he addr ess t hat woul d be used f or maki n
uch el ections?

A Range Resources-Pine Muntain, Inc.,

O Box 2136, Abingdon, Virginia 24212.

Q I s that the address for all comruni cati ons
or this particular unit?

A Yes, it is.

TIMSCOIT: Ckay. That’s all | have for M. Horn.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.
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TIM SCOTT: Thank you, M. Chairnman.

GQUS JANSEN

aving been duly sworn, was examned and testified as
ol | ows:
DI RECT EXAM NATI ON
ESTI ONS BY MR SCOITT:

Q M. Jansen, would you please state your
ane, by whomyou’re enployed and your job description?
A My nane is Qus Jansen. | “m enpl oyed by

nge Resources-Pine Muntain, Inc. as the manager of

eol ogy.

Q And you’'re famliar with this application,
s that right?

A I am

Q What’s the total depth of this proposed
pel | ?

A 9,497 feet.

Q And the estimated reserves for this unit?

A 1 bcf.

Q Now, you participated in the preparation of
kEhe AFE, is that right?

A | did.

Q So, you are famliar with the well costs?
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A Yes, | am
Q What 's the estimated dry hol e cost for this

particular unit?

A $594, 063.

Q And the estimated conpl eted well cost?

A $1, 307, 824.

Q And we’ve provided an AFE wth our
Bpplication, is that right?

A That is correct.

Q And it includes acharge for supervision, is

fhat correct?

A It does.
Q Do you consider that charge to bq
F easonabl e?

A Yes, | do.

Q In your opinion, if this application wer
ranted, it would prevent waste, pronote conservation anj
Erotect correlative rights, is that correct?

A That is correct.
TIM SCOTT: That’s all | have for M. Jansen
BUTCH LAMBERT: Any questions fromthe Board?

MARY QUILLEN. M. Jansen, could you state thq

production...total production cost again, please?

AQJS JANSEN: The total cost?
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correct?

Further

di scussi on?

MARY QUI LLEN:  Unh- huh.
GUS JANSEN: $1, 302, 824.

TIMSCOIT: Andthat’s refl ected on the AFE, is that

@GQUS JANSEN. That is correct.
TI M SCOTT: Ckay.
MARY QUI LLEN: Thank you.

BUTCH LAMBERT: Any ot her questions fromthe Board?j

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOIT: That’s all | have, M. Chairnan.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

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

(No audi bl e response.)

BUTCH LAMBERT: Al l in favor, signify by sayi ng yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Scott.
TI M SCOTT: Thank you.

PH L HORN:. Thank you.
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@QUS JANSEN:. Thank you.

BUTCH LAMBERT: The next itemon the docket is thqg

oardw | | recei ve an updat e of Board and Di vi sion activities

romthe staff. R ck, do you have anythi ng?

RI CK COOPER Just quickly. We’'re continuing t

rk on the audit and sub-audit. As you all heard fromsorrj
f thetestinony today, we’ve been del ayed at EQT. That w | |
et us back alittlebit. R ck Crites was the hol der of our

nformati on at EQT. As you heard earlier on, he passed awnay.

nmeone has assuned that position, but it wll be...ther
i1l bealittledelay inthat. So, we’re working with that
rocess. |It’s still going pretty snmooth. So, we hope t
eport on that rather soon. Al so, what we hopeto put onth
bsite here relatively soon, we have scanned all of th
ranscripts that we could find from21990 forward and we hop
0...we’ve gathered all of those up. W?/'re in the proces
f converting to pdf searchable files. W’Ill be placin
hose on the Internet relatively soon. W?/'ve al so scanne
|1 of the Wachovi a docunents that we had from1990 up unti l
ow. We’re nmaking searchabl e pdfs out of that. W wll b
| aci ng those on the website hopefully in the next nonth or
0. So, in the next nmonth | hope to say that those are o
pur website.

BUTCH LAMBERT: Thank you, R ck. The next itemo
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khe agenda is the Board wll review--.

DI ANE DAVIS: M. Chairnman---.

BUTCH LAMBERT: ---the March and April 2012 m nutes

or approval. Arethere any...doyou have any comment s about
hose now?

DI ANE DAVIS: | had two questions to ask that fell

nder t he comment s. | wantedto knowif therewas...| wante
one direction fromthe Board.

BUTCH LAMBERT: Ckay. But nothing to do with th

I nut es?

DI ANE DAVIS: No. Nothing to do with the m nutes.

BUTCH LAMBERT: Ckay. Any comments, additions or

del eti ons or corrections for the mnutes for the March and
Poril neetings?
(No audi bl e response.)

BUTCH LAMBERT: | f not, do | have a noti onto approvqg

poth March and the April m nutes?
MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

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

Further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al |l infavor, signify by saying yes.

(AI'l nmenbers signify by saying yes.)
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BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Now, Di ane.

DI ANE DAVI S: Ckay. | just had a question, please.

needed a little direction fromthe Board.

BUTCH LAMBERT: Real quickly. Sone of us hav

not her nmeeting in just a few m nutes.

DI ANE DAVIS: Ckay. |If you have...|l received a

pri gi nal order, which required escrow of say two tracts.
The...no noney has flowed into the escrow account as of t

dat e. The suppl enental order require...cones in and t

ract it they added another tract to be escrowed. |s that
cceptable testinony only referenced two tracts to b
scrowed and t he suppl enental reference is three tracts t
e escrowed? The supplenental is really used to show what
eople’s elections are. | don’t have a problemdi smssin
eople. But | don’t know about adding to escrow,

SHARON PI GEON: You can’t do it that way.

DI ANE DAVI S: Cannot do that.

BUTCH LAMBERT: Can’t do it. They have to co

efore the Board.

DI ANE DAVI S: Ckay. | just also wanted to nentio

hat Range Resources is the only one that is doing their du

di | i gence after that letter went out |ast year. | just
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k hought you should know. They are still the only conpany.
BUTCH LAMBERT: Thank, guys. | appreciate that.
MARY QUI LLEN: Good job. Good job.

DI ANE DAVI S: Just so you would know. Ckay.

BUTCH LAMBERT: Do we need to have...have you had

pny di scussions wth the ot her producers on why they’re not
doing it?

DI ANE DAVI S: The | ast di scussion | heard was pretty

juch mm we’re not doing it. So---.
RICK COOPER |’Il do a foll owp on that.

BUTCH LAMBERT: M. Cooper, if you do a follow

etter for the Board Chairman’s signature we’l |l be happy t
lake care of that.

DI ANE DAVI S: | just wanted you to be aware of that.
BUTCH LAMBERT: Ckay.

DI ANE DAVI S: Ckay. So, they need to cone back tq

fhe Board to add for escrow ng?

BUTCH LAMBERT: Yes. Absolutely, they do.

DI ANE DAVI S: Ckay. Thank you.

BUTCH LAMBERT: Anything further fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion to adjourn?

MARY QUI LLEN: Motion to adjourn.
BRUCE PRATHER Second.
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BUTCH LAVBERT:

pnd gentl enen.

have a notion and a second. All

In favor, signify by saying yes.

(No audi bl e response.)
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no.

BUTCH LAMBERT: We’r e adj our ned.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: Qpposed,

Thank you, | adi es
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TATE OF VIRG N A,
NTY OF BUCHANAN, to-wit:

|, Sonya M chel |l e Brown, Court Reporter and Not ar

ublic for the State of Virginia, do hereby certify that th

oregoi ng hearing was recorded by ne on a tape recordin

chine and later transcribed by nme personally.

pf June,

G ven under ny hand and seal on this the 11th da
2012.

NOTARY PUBLI C

comm ssi on expires: August 31, 2013.
Not ary Registration No.: 186661
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