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P-ROCEEDI-NGS

MR, KOPKA: (Good evening and wel cone to
t he public scoping neeting for Leaf River Energy
Center LLC s Storage Project, filed under Docket
Nunber CPO8- 8.

My nane is Bob Kopka, and I am an
Envi ronnental Project Manager with the Federa
Ener gy Regul atory Comm ssion, or FERC

Let the record show that the public
scoping neeting be at 7:12 p.m on January 29, 2008,
i n Hei del berg, M ssi ssi ppi

As it says in the Notice of Intent for
this project, the Conm ssion is preparing an
Envi ronnental Assessnent, or EA, for the proposed
Storage project. W are here tonight to learn from
you. The purpose of this neeting is to give you an
opportunity to coment on the environnental issues
that you think we should consider in the EA. The
nmore specific your comments are, the nore hel pfu
they well be in our environnmental analysis.

As you can see, the neeting is being
recorded by a court reporter so that we can have an
accurate record of tonight's coments. A transcript
of this neeting wll be placed in FERC s public

record. |If you are interested in receiving a copy
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of the transcript directly, for a fee, please see
the court reporter after the neeting to make
arrangenent s.

To help the court reporter produce an

accurate record of this neeting, | ask that you
pl ease follow sonme ground rules. | wll ask you
to -- well, we don't have a podi um so pl ease stand

up and speak |l oudly, introduce yourself and, if
appropri ate, the agency or group you are
representing. Please spell your nane, define any
acronyns you may use and speak one at a tine.

Foll owi ng the formal segnment of tonight's
nmeeting, there will be an informal opportunity to
ask questions either of nyself or the
representatives fromLeaf R ver who are here
t oni ght.

Coul d those people from Leaf R ver, could
they please either stand up or raise their hand.

(Leaf River representatives respond.)

MR KOPKA: Ckay. |I'll start out tonight
by briefly explaining the FERC application process.
Then CGeof Storey fromLeaf River will present an
overview of its project. Follow ng Leaf R ver's
presentation, we wll hear fromthose of you who

have signed up to speak and would |ike to nmake
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formal comments on the project. If you do not want
to speak tonight, you can also send a letter to the
Comm ssi on addressi ng your specific concerns.

The Notice of Intent on page four, which
nmost of you should have received in the mail
expl ain how you can mail comments or provide
comments through the FERC website. And if you have
not received one and are interested in a copy of the
Notice of Intent, | have a few copies with ne so see
me after the nmeeting. There is also a formon the
back table where you can wite your coments and
give themto ne tonight or mail themin by follow ng
the instructions on the sheet. The official conmmrent
period in the notice is over. So if you are going
to mail in comments, please do so quickly, or
provi de them through the website.

Now | will explain the FERC approva
process. The FERC is an independent federal agency
that, anong other things, regulates the interstate
transm ssion of natural gas. |In doing so, FERC
revi ews proposals and authorizes construction of
interstate natural gas pipelines, storage
facilities, and liquefied natural gas term nals.

One of the Comm ssion's purposes is to protect

energy custonmers and the public ensuring that
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regul ated energy conpanies are acting within the
I aw.

The FERC i s | ocated in Washi ngton, DC.
It has five comm ssioners who are appoi nted by the
President and confirmed by the Senate.
Comm ssi oners serve five-year terns, and each have
an equal vote on regulatory matters. One nenber of
the Conm ssion is designated by the President to
serve as Chair and FERC s adm ni strative head, who
currently is Joseph Kelliher. Conm ssion staff,
whi ch i ncludes nyself, prepares technica
information to assist the Comm ssioners in making
t hei r deci sion

When a conpany wants to build a storage or
pipeline facility to transport and sell natural gas
ininterstate conmerce, the conpany files an
application with the Comm ssion. A fornal
application fromLeaf River was filed wth FERC back
in Cctober 2007.

Under the National Environnmental Policy
Act, or NEPA, the Comm ssion is required to perform
an environnental analysis of the plant project's
potential effects on the environnment. The FERC is
the | ead federal agency responsible for NEPA review

of the Storage Facility Project, and the |ead
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federal agency in preparation of the EA

We are here tonight to get your input on
i ssues that you feel need to be analyzed in the
envi ronnment al assessnent. Your comments, along with
those of interested groups and agencies, wll help
focus our analysis on significant inpact. The
Conmm ssion will make its decision about whether to
approve the storage project after considering the
project's environnental and econom c i npacts.

| would Iike to enphasize that the EAis

not a decision docunent; it is being prepared to
advi se the Conm ssion and to disclose to the public
t he environnmental inpact of constructing and
operating a proposed project. Wen it is conpleted,
the Comm ssion will consider the environnmenta
information fromthe EA along with non-environnmenta
i ssues such as engi neering, marketing and rates, in
maki ng its decision to approve or deny a certificate
of public conveni ence and necessity, which would be
FERC s authorization for the project.

There is no review of FERC deci sions by
t he President or Congress which maintain FERC s
i ndependence agency as regul atory agency and
provi des for fair and unbi ased decisions. If the

Comm ssion votes to approve the project, and a
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Certificate of Public Conveni ence and Necessity is
i ssued, Leaf River would be required to neet any
conditions attached to the FERC certificate.

FERC s environnental staff would nonitor
the project through construction and restoration
performng on site inspections to ensure
envi ronmental conpliance with conditions of the
FERC certificate.

I f you have any additional questions about
FERC, 1'd encourage you to talk with ne after the
meeting or visit the Conm ssion's web page at
www. f erc. gov.

The notice for this nmeeting was mailed to
affected | andowners, federal, state and | ocal
agencies, elected officials and other public
interest groups. To remain on the mailing list for
the project, you will either need to return the
information request in Appendix 3 of the Noti ce,
sign the mailing list sheet in the back of the room
or provide witten comments.

At this point, does anyone have any
guestions about our EA process or tonight's program

(No responses.)

MR KOPKA: No. ay. Now Il would like

it introduce CGeof Storey with Leaf River to briefly
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descri be the project.

MR. STOREY: M nane is Ceof Storey.

"' mthe Executive Vice President of Leaf R ver
Energy Center. Leaf River Energy Center is a
whol | y- owned conpany of NGS. Sonetines you'll hear
the name Leaf River. Sonetines you m ght hear NGS.
NGS is our parent conpany, |ike the nanme stands for
the Natural Gas Storage.

NGS is in the business of devel opi ng and
operating natural gas storage facilities. W
actually have a project in Texas that is under
construction right now W have another project in
Col orado, and we have this project in Mssissippi,
Leaf River.

What are the elenents or what is this
project about? Natural gas is typically stored
underground. It's usually stored either in old oil
or gas fields or reservoirs that have becone
depl eted and are no | onger producing oil and gas, or
it can also be stored in what's called salt dones.
That's what Leaf River is. It's a salt done storage
project which basically nmeans, if you picture |like
the lava | anp, salt cones fromunder the earth and
creates these very large dones, a mle, two mles

wi de. What we are proposing to do is actually drill

10
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into the salt down about a mle underground and we
inject water into the salt and dissolve the salt.
That salt water is then pulled out of the ground,

pi ped away and di sposed back under the ground
somewhere away fromthe salt. Wat's left then is a
hole in the salt about a mle underground, and
that's essentially what we'll be storing natural gas
in.

Some of the other elenments of the protect
is, we have to build what many | andowners call a
punpi ng station or a conpressor station to actually
push the gas down into the ground. That conpressor
station is very close to the salt done closer to
Stringer, Mssissippi, in Smth County.

And then the final elenent of the project
is, we build a pipeline system which is probably
why nost people are here, we build a pipeline system
to connect the storage facility to other pipelines
in the area. So our pipeline systemis tw 24-inch
pi pelines that run north from Stringer just south
Bay Springs. And at that point at Bay Springs, our
pi pel i ne runs east and west.

What we propose to do is to put that
pi peline next to an existing pipeline that's

actual ly under construction right now, which many of

11
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you may be very famliar with the GQulf South
pipeline. So what we're proposing is to construct
our pipeline imediately adjacent to the Gulf South
pi peline. Qur easenents woul d essentially probably,
i n nost cases, be where Gulf South has tenporary
easenents for their construction. So our easenent
woul d be i mMmedi ately adjacent to the Gulf South
easenent in nost cases, not in all cases.

So that pipeline is -- that whol e pipeline
systens is a 44-mle pipeline system and then we
i nterconnect with other pipeline systens. W
i nterconnect with the Southern Natural Pipeline
system the Qulf South system the Tennessee system
the Transco system and the Destin system 1In a
nutshell, that's essentially what we're proposing.

MR. KOPKA: Thank you, Geof. |If you are
unsure if or how the proposed project may affect
your property, |1'd encourage you to | ook at the maps
and other materials that Leaf R ver has brought with
them tonight after the neeting.

Now we begin the hear fromthose of you
who have signed up to present fornmal comments. For
the court reporter's benefit again, please introduce
yoursel f, spell your nane and, if appropriate, the

agency or group you are representing.

12
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| f you have concerns that are specific to
your property, | urge you to either tell us about it
on the record tonight or send in witten comments to
t he Conmm ssi on.

Let me go get the speaker list and I'1|
call the first speaker

Ckay. Qur first speaker will be Henry
Thonpson.

HENRY THOVPSON: Henry E. Thonpson.
| Iive at 2314 North Fifth Avenue, Laurel,

M ssissippi. | have land in Section 18, Township 1,
Range 12 East of Jasper County.

| have several comments |'d |ike to make
briefly. 1 won't try to go through themfast, and
some of themw || be addressed to the fellow
officials and the others will be addressed to the
officials of Pine Belt -- the other group.

What 1'd like to know first is: How many
gas lines you can put in an area 120 feet wide in
the state of M ssissippi?

| don't know whet her you have that
avai l abl e to you now, but that question needs to be
answered. As the present right now stands, there's
one other pipeline already in on the north side of

this -- the lines that Gulf South is building now,
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that is across -- there's a 12-inch |line going down.
They have 33 feet of permanent right of way.

Il wll -- 1 will drop that phase now, but
| want to bring out sone different questions, sone
different ones. 1In the past three years there have
been over three gas lines blow up and several people
have died in the year of 2007 in our area. So
that's why |I'm concerned about these different --

t hat amount of gas pipelines. How many can you have
in a specific area?

Sonme of the | andowners have conplained in
regard to a Corp of Engineer itemthat states to the
pi pel i ne people that within 24 hours after they go
through a -- noving water, a creek or a main branch
that stays continuously flow ng, that that branch or
creek is opened back up. Now, | al so understand
that that really is when they start to put the
pi peline in, physical pipe. But right now they' ve
got water backed up several places in the area that
they are working right now.

Al'so in our area there, as you cone out of
the bottomfrom Tal | ahala Creek, there's a rea
steep bank that slopes back to the east. MW
qguestion is: Environnentally, what do you plan Leaf

River to do on your portion of that land to stop

14
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t hat erosion once you put that pipeline down in the
ground?

Now, granted Gulf South has taken about a
year-and-a-half to do what they have done. That is
fromthe tinme they had the town neeting here in '06
till they started clearing | and and right now
t hey' ve just about got the land clear. They have
not started any digging yet, and it may be even the
m ddl e of the sunmer before they do that
| under st and.

Now word is out to sone of the different
property owners is this: That Leaf River said it
will follow the corridor that will be occupi ed by
@Qul f South Pipeline Conpany. Southeast Expansion
Project then will be parallel that the prospect --
prospects 42-inch pipeline.

My question to you, sir, is: Do you plan
to put your pipeline on their 120 feet or do you
plan to get easenents and buy | and fromthe property
owner? That's a question | think needs to be
answered by you tonight, and I think each one of us
here wants answers just what is going on? Because
@l f South knew when they had that neeting in '06
that these people were going to formtoo, and all of

this has been in the works for a good nmany years.

15
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1 They did not nention one word to any property owner
2 here that night about another line put on their

3 land. Right in their deed it specifically states

4 that they al one are the ones that can put another

5 line on their right of way, not sone other assignee.
6 They got the word there "assignee", but

7 t hey enphasi ze that they alone are the only conpany
8 can put it on their 120-foot of permanent right of a
9 way. They started out wanting 50-foot right of way.
10 Then they changed it to a hundred and they wound up
11 with 120 feet.

12 So | say to you and for the record tonight
13 | believe @Qulf South deceived the property owners in
14 their meeting that was held here in '06 when they

15 al so had to sign the papers giving them property,

16 the ownership of the property. They deceived us on
17 what was going on, and | think something needs to be
18 done about it. Thank you.

19 MR. KOPKA: Thank you. Qur next speaker
20 i s Gordan Penni ngton
21 GORDAN PENNI NGTON: What 1'l1 do to nake
22 this easy is give you a card. That way | don't have
23 to spell ny nane for you, if that's okay. Can
24 | just |leave that wth you?
25 H. |'m Gordan Penni ngton, and

N
»
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| apol ogize to all of you who cane here tonight with
interest in the pipeline right of way because |I'm
not going to talk about the pipe line right of way
at all.

| am here representing Bean Industries.
Bean Industries is a long-tinme oil and gas operator
here in the state of Mssissippi. And what | want
to talk about is the part of the project that is
really the only reason this project is occurring in
the first place, and that is the salt done that's
called the New Hone Salt Done in Smth County,

M ssi ssi ppi .

Bean Industries has a | ease hold position
at the New Hone Salt Done of 339 acres. That |ease
hol d position was acquired for the purpose of
devel opi ng salt caverns which could be used for
natural storage. Bean is experienced in this
busi ness, has devel oped projects in the past here in
M ssi ssippi. They just got through devel oping a
project in Sinpson County, M ssissippi, which is
under construction.

We have intervened formally in this
proceeding. And as far as | know, there's no
opposition fromLeaf River to our intervention in

t he proceedi ng.

17
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W have filed coments expressing sone
very serious concerns that we have about the
possibility of the project interfering with the
devel opnent of our |ease hold interest at the New
Honme Done. The reasons for that are that, first of
all, we haven't really been able to find any county
| and records in Smth County, any |eases or other
docunents that would indicate the positions that
Leaf River is planning to develop with the caverns
at the New Hone Done. We're concerned about that.
We spoke briefly with the representatives here
tonight fromLeaf R ver and they indicated to us
that there was an intention to file sonething.
W're waiting to see that. W would |like to see
exactly what is filed in the courthouse so that we
can know exactly where their interests are and how
they inpact the | ease hold that we currently hol d.
So that's one concern we're still waiting on, nore
i nformati on.

We have a second concern and that is in
order to develop these salt caverns. |It's necessary
to file with the Mssissippi Ol and Gas Board for
permts to drill the cavern wells and to create a
gas storage field. These are applications which are

required by Mssissippi law and the M ssissippi Gl

18
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and Gas Board would use a very detailed filing which
has to be made in order for you to drill these
caverns and create these storage fields.

The filing that was nmade by Leaf River on
the first two caverns that they wanted to dril
included in it a request to unities production and
devel opnment of the entire New Honme Done, i ncluding
our | ease hold position which would have prevented
us fromdevel oping that | ease hold. Once we
realized that that had occurred, we i mediately went
to the Mssissippi Gl and Gas Board and filed an
objection. W also at that point, because we had
never really been notified about the project up
until that tinme, we went to FERC. That's when we
intervened in a FERC proceeding and we're delighted
that FERC is here holding this neeting so that we
can express our views again for FERC in terns of our
concern about the project.

Once we protested the filing at the oi
and gas board and filed our concerns with FERC about
t he devel opnent of the caverns, the -- what -- what
occurred after that is that Leaf River filed another
paper at FERC, indicated that their petition to the
oil and gas board was in error and that they were

going to withdrawit. And so our understanding is

19
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that that original request unities the devel opnent
of the new hone dome has been w thdrawn and that an
anmended application will be or has been already
filed. I1t's possible that it was filed | ast week,
but we have not seen that yet.

W will be |ooking very closely at the
anmended application at the oil and gas board to see
exactly what they are planning on doing because we
continue to remai n concerned about how this project
is going to inpact our land rights at new hone done
and our ability to develop salt caverns there as
well, which is what our intentionis. So we're
still waiting for all of that information.

Qur position to FERC, and it remains the
same tonight, is that we do not believe that FERC
shoul d expedite the approval of this project in any
way until these issues are clarified and we can
finally determ ne exactly where Leaf River has
property rights to develop the caverns that it wants
to devel op, those are properly recorded. W can see
exactly what the | egal descriptions are for those
property rights, and we can actually get a plat that
has been surveyed properly and wll show exactly
where the cavern devel opnent is going to occur and

how exactly that wll inpact us. And

20
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| think it's inportant that we have all of that on
the public record. W would urge FERC to not speed
up any kind of review until we have all of that on
the public record and we can see exactly what's
goi ng on at the new hone done.

We al so woul d recommend to FERC that they
not expedite the approval of this project until such
time as the Mssissippi Gl and Gas Board has
properly reviewed the applications that -- at that
agency that would all ow the devel opnent of caverns
inthe first place. Because, frankly, the project
won't happen if the caverns can't be devel oped. So
our viewis that until the Mssissippi Gl and Gas
Board has a chance to | ook at those applications can
see exactly what's being pl anned can determ ne
whet her the caverns shoul d be devel oped in the first
pl ace, then there's really no reason to go forward
with all the other review of the project. So we
woul d urge FERC to wait and not expedite approval
until all of this is fully clarified.

We have asked for and we still would |ike
to see all of this detailed information about
exactly where the land positions are that Leaf R ver
is proposing to develop, and to see all of that

properly recorded in the courthouse, and have maps

21
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t hat have been properly surveyed so we can see
exactly what they' re planning on doing and how
that's going to inpact our |lease hold interest. So
| would urge FERC to nmake sure that that information
is provided and nade available to us. | would urge
Leaf River to nake it available to us as well.
Finally, I would just nmake one additiona
coment. We're here because we want to tal k about
environnmental issues. W want to nmake sure that
this project is -- goes forward in a way that is
environnmental | y sound, and natural resources are
sonmet hing that we have to protect. They're very
inportant. They're very inportant to all of us,
particularly those of you who Iive here in the |oca
area, and so we want to nake sure that what is done
conserves and protects the environnent. So what we
woul d suggest to FERC is that if, in fact, all of
t hese other issues are clarified and everything is
proper and above board in terns of what is going to
happen here on this cavern devel opnent, we woul d
suggest to FERC that because we, in fact, also are
interested in cavern devel opnent and we'll put
oursel ves through all of the sane procedures that
the oil and gas board in terns of getting permts,

to devel op our own caverns. W' ve already started
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t hat process.

We have one existing permt for a
stratigraphic well on the | ease hold interest that
we control, and we would go forward with additiona
applications to the oil and gas board to devel op
cavern sites on our property. And what we woul d
suggest to FERC is that we should work out sonething
where we can jointly use the above ground facilities
and rights of way that woul d be developed in this
project so that we don't have to inpose any kind of
undue burden on | andowners or the |ocal community so
t hat necessary above ground facilities, pipelines
and other facilities that we would need for our own
cavern devel opnent could, in fact, be shared in sone
fashion, and we believe that would be the nost
environnmentally friendly way to fully devel op the
resource at the new hone done w thout inposing an
unr easonabl e burden upon the | ocal comunity.

So with that said, we very nmuch appreciate
FERC com ng down here. These neetings are
i nportant, and we especially appreciate the
opportunity to cone here and express our views and
| ook forward to the remai nder. Thank you.

MR. KOPKA: Thank you. Qur next speaker
is Phil Bal aski .
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PH L BALASKI: My first comment is, |
woul d i ke to congratulate M. Thonpson com ng
around 180-degrees froma year-and-a-half ago on his
stance regarding the pipeline issue.

One of the things that everybody -- every
| andowner here has learned fromthis, and if you
haven't you've either had your head buried in the
sand or you've been gone to Al aska or sonewhere, is
what is called in this industry the corridor effect
of these pipelines, where one |ine goes through and
gets approved by FERC environnentally, et cetera,
et cetera, et cetera. That is a wide open flag for
every other pipeline conpany that this is a good
pl ace to go through, it's going to neet FERC
requi rements, et cetera, et cetera, et cetera; let's
junp on the bandwagon and let's put us one through
t here, okay.

And | |earned about this the hard way.
| am-- ny nane is Phil Balaski, P-HI-L
B-A-L-A-S-K-I, and | live outside of Heidel berg, and
"' ma | andowner.

| too entered into negotiations with
@Qul f South, and was not aware of this effect and
t hought that | was protecting nyself by negotiating

into the contract this [imtation of one |line.
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Vel |, obviously, I was duped and deceived, and |I was
made aware of that pretty well by brother who warned
me over a year ago that this very thing would
happen. Now we have this entity com ng through.

The question is: How many other entities
are out there who share the sane interests and are
going to keep |l aying pipelines side by side through
"corridor"” so they can all get to Al abama where they
can get a little nore noney and ship their gas to
Fl orida and the northeast.

The best protection of the environnent is
to leave it alone, and that can be done. There is
no necessity for this line in "reality" to go to
this Al abama location. If you have a map of this
thing, you can see that the Gulf South line, as well
as the Transco or Wllians line, fromthe conpressor
station, really, as the crowflies, is a very short
distance. It's not 44 mles. |It's probably six to
eight in one direction and maybe four in the other;
and, yet, we're going to be disturbed. W're going
to give up nore of our land. | don't have cattle.
I|"min the tinber business, okay, and tinber just
don't eat grass, and | can't do anything to ny | and
but drive across it and put a deer stand up on it,

okay.
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Wth these three entities, Crosstex's,
this group and GQulf South, they're going to end up
t aki ng permanently approxi mately 20 acres of ny |and
out of production of tinber, and who knows who el se
is out there.

The point being is sonebody really needs
to look at, very carefully before they go disrupting
t he environnent, the difference between need,
conveni ence and greed. "Il just put it Iike that.
We'll just get right down to it. This is a
convenience line for a business interest and it
really, | can go through, | have 10 things that |
could tell you off of this list, of why this really
is not a matter of public necessity. |If it's
necessary, that neans it's necessary, that people
are doing wi thout sonething that they really need.
Nobody in Florida and nobody in the northeast is
goi ng wi thout gas, okay. The lines that are
presently here, and particularly nowwth Qulf South
joining in this thing, they have adequate capacity
to punp the gas that's needed for these areas. The
reserves are proved to be in the &ulf of Mexico and
in the wells of the south Louisiana, Texas, and
M ssissippi in the Gulf, their reserves are fast

dwi ndl i ng. They're not growing. They're
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dwindling. And there's not sone unlimted supply of
gas out there that all of a sudden has to be punped
to somewhere. There's only so nuch. And we need
to, | think, ask FERC to help us. This is the only
avenue that we as private | andowners, nost of us are
relatively small | andowners, just individuals, have
to really voice an opinion and have any hope of
bei ng heard and getting sone help and get out from
under this em nent domain gun that sticks at our
head every tine a pipeline wants -- gets a desire to
go across our |land, you know.

Is it absolutely necessary? 1Is there
another way to do it where less land is disturbed?
Do we have to have these corridors going in?

| don't know -- | guess everybody, nobst of
you in here probably already have Gulf South already
done a right of way clearing on your land. And if
you're like me, you just want to sit up at the top
of the hill and cry. That's all | can tell you.

The land may not nean a |lot to sone people, but to
me, it means a lot. 1've invested in it, many of
you have. W' ve devel oped our |and. The deed says
it belongs to us and yet we're here at the nercy of
an em nent domain thing that's being used as a gui se

for conveni ence and not necessity. Leave the
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environment alone. Let it be. Let it stay. |If it
has to be disrupted, disrupt it in the shortest
anmount of distance possible. That is ny plea to
FERC.

MR. KOPKA: Thank you. Qur next speaker
is Tim Bal aski .

MR. TIM BALASKI: M nane is Ti m Bal aski
|"'ma brother to Bill. | live in Fresno, Texas.
|"ve been in the natural gas and oil business for 28
years. The good portion of that tinme period |I've
wor ked for and been a part of and nanaged quite a
few pipelines. M brother and | got intimately
acquainted again in what's going on in ny world as
we had a pipeline cross his wwth Gulf South. And
| sat down after several conversations he had on his
own with that pipeline and hel ped hi m negoti ate the
best transaction we had based upon the
ci rcunst ances.

M. Long is here today. He will know and
has stated and can state that we adamantly did not
want that pipeline to come across the property. It
wasn't a matter of noney. It was preserving and
reserving that property as it stood, as the property
that he purchased back in 1984, and it was the type

of property that he wanted to see for his children
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to have going on. And we understood that there was
a -- one power |line comng across, and then we had
Crosstex's |ines, which was owned by a previous
owner at that tinme.

Throughout all of this process, we've
| ooked at and he's stated earlier, | would state
that he did a very good job in adequately stating
what | do not need to repeat. But, obviously, from
where this pipeline is going, what | wll say
tonight is that this is a pipeline project fromthe
salt donme location that is not of need or necessity.

There is duplications of effort that is
occurring based upon what is being |aid out here.
And the way that they structured it, it is truly in
a price arbitrage scenario where the particul ar
entity is looking to achieve his value. It is not a
requi renent of any northeast custoner or any
sout hern custoner that woul d predicate the need of
this. Storage facilities are there for the
operational flexibility of the pipelines to neet a
critical conponent or issue that is occurring on
t hat pi peline.

This particular asset is not trying to
identify directly with one entity and provi de that

service. They're trying to provide multiple. |

29



20080129- 4011 | ssued by FERC OSEC 01/ 29/ 2008 in Docket#: CP08-8-000

30

1 have not seen the information but would |like to see
2 who has currently signed the proceedi ng agreenents
3 with them How many of those entities are truly

4 physi cal custonmers and how many of them are just

5 price arbitrators who are out there |ooking to

6 arbitrage the value in between the differences and
7 bases that is associated in this industry from

8 location X to |l ocation Y.

9 Utimately, they need to nake noney. But
10 in doing so they need to apply that trade in the

11 open fair market and go fully at risk. Wth the

12 | andowners here today, those people need to be able
13 to sit dowmn and negotiate fairly with them straight
14 up w thout some type of consequence comng in to

15 where they will be forced into a situation of

16 em nent donai n.

17 Underneath this guise what | would like to
18 see themdo is try to look at this project froma
19 conveni ence standpoint, one that | think probably
20 can be achieved. @ilf South is already com ng
21 through with their pipeline. W knowthat that is
22 there. Wen Qulf South started their process and
23 proj ect probably two-and-a-half years ago, they were
24 | ooking for entities to sign up for capacity on
25 their line. They need to have a certain qualifying

N
»
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anount to be able to neet the qualifiers to be able
to go before FERC. They had to achieve that at high
cost working with those guys in negotiating. This
particul ar conpany could do the sane today still and
have @ulf South still utilize that sanme pipeline
that they are bringing through if they're trying to
find the value associated. The difference is it
will be the marketing and traders or the actua
custoners that will be negotiating for the pipeline
capacity, not them |ooking to arbitrage.

The question | would ask here: |Is Leaf
Ri ver | ooking to hold and mai ntain upstream capacity
to be able to try to go and connect and bring
resource value within the state of Mssissippi, into
this | ocal e producers and provi de them services, or
are they looking to strictly just have ot her
entities bring that production to their |ocation,
not that these individuals would never take title
unl ess they have to purchase their own base gas to
hold into the storage, but then transfer that across
and just be a fee service? |If so, then they can
acconplish that by using the infrastructure that
will exist at the tine that they're prepared to nove
forward with their project.

If they're looking to hold capacity on the
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downstream pi peline and carry that risk just as the
marketing trading entities do, then that would be of
a separate issue. But still in that same regard

t hey thensel ves can go out and acquire that capacity
wi t hout having to duplicate existing capacity.
There's not a need or a necessity associated with
it.

@ul f South would gladly have anot her
entity come to themto buy long-termcapacity inside
of the market place today when you start | ooking at
where the gas that these individuals nost |ikely
will receive, it is not comng up fromthe Gulf of
Mexi co or south Loui si ana.

As ny brother alluded to, the proven
reserves that the ElA has already stated, and
there's a study that's out, conplete in 2005 for
1995 t hrough 2004, which will show the -- excuse ne,
my nouth is getting dry -- would show the depl etion
of the reserve base, proven reserves in its
corridor. It looks terrible. The nunber's out
there, and this is the EIA' s nunbers, and I'IIl just
read these real quick because it is staggering to
hear this:

In Al abama, from 1994 to 2004, there was a

771 bcf decline or a 19 percent change negatively in
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t he reserve base, proven reserves;

Sout h Loui si ana, and these are the | ast
four entities on that whole list in that report,
sout h Loui siana had a 3,700 bcf or a m nus
75 percent change in the proven reserve. That's not
nmovi ng up. That's goi ng negatively.

Kansas was the | ast |agger or next to the
|ast lagger. It lost 4,000 bcf or 81 percent. But
if you | ook at, which we've always heard that the
Qulf of Mexico is this next beacon of |light for nore
production to cone on shore, the Federal O fshore
| ost 8,941 bcf, or a negative 50 percent change in
it's proven reserves in 1995 to 2004.

So if you're |l ooking for production and
you' re | ooking for val ue associated, and you | ook at
how many projects are already being put in froma
storage standpoint in the state of M ssissippi,
which there are six that are out there and then two
others that are pending, eight projects that are out
there on the line, this does not say that gas is
comng fromthere.

The majority of the gas that they're
| ooking for and potentially trying to work with
t hose custoners, this gas is com ng out of the Aroma

Basin (sic) into the md continent area that'll be
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com ng across pipeline quarters out of the Fairville
Hub comng toward this area who is [ ooking to get to
a price value on the Transco and Sout hern |ines
bei ng able to displace gas that woul d be pushed off
the Destin pipeline and be able to feed the Florida
mar ket, which is a high val ue market.

Unfortunately, what is very hard for sone
to see, and especially in this type of environnent,
is that the pricing nechanics that are associ ated
with this type of project, they are changi ng
dramatically. As we're seeing the Rocky Muntain
gas now nove across on a X pipeline, we're starting
to see price conpactness starting to occur al
across the United States. As that occurs price
volatility will start to cone into a slither and
will tighten up and the base val ue and the
differential that shiffers (sic) and which is the
mar keting and trading entities are |ooking to
extract, wll start to tighten down.

When | went out and | ooked and brought out
to this neeting and | ooked at the basis nunbers,
| won't bore you too nuch with this, but when you
see Transco's on the three, on the fours, and this
IS going out to when their project was actually

comng on, 709, the market out there said if we took
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the nine max and we put five-and-a-half to six cents
on top of it that was the value that the market saw
for that gas.

I f you | ooked at Florida' s zone,
three-five gas, that was 21 to 22 cents of value on
top of that. So if you ook at that, Delta, there's
15, 16 cents of value. That's all that's out there
sonmeone woul d be | ooking to abstract.

Tennessee, on the 500 leg, which is a very
poor pipe system 1've worked on that systemin ny
earlier days, that's a negative five cents. So if
you take that underneath that quarter, that's a
26-cent differential. And this all starting from
709 and goi ng forward.

Sout hern Natural was a plus two to a plus
four with nothing really inside of that. But you
could see the Delta inside of their about 18 to 17
cents.

Transco's on four, which is just to the
north over here in Al abama, kind of a magic zone for
peopl e because there's a price differential that
entities will have based upon their firm
transportati on and capacity, that was at a plus 18.
That's fairly equivalent to the four. But the

difference is that they have to have operationa
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expense val ue associated with their project.

The entities who are looking to go to
t hese next quarters won't see that full value. You
won't see a change to the actual market participant
because they have to nmake a return and inside of
their filing they ook to go in and get nmarket base
rate, which gives themthe right to extract whatever
the market will bear. They will need to extract as
much as they can because it'll be extrenely hard for
anyone to go out and | everage an asset |ike this for
anyt hi ng much further out than what they can
financially go hedge, and these instrunents are very
hard. They can find market makers, but that kind of
brings everything all comng in. So froman
operational standpoint, they have to be able to nmake
t hei r noney.

CPCN s standpoi nt, when you' re | ooking at
that, how does this actually benefit the custoners
on either end of these aspects up in the northeast,
down in the southeast, here in M ssissippi, when
t hey have not actually receiving any val ue, no price
reduction. |It's all getting absorbed by the
entities in the mddle who are | ooking to make their
val ue, their market.

| am not agai nst anyone maki ng val ue.
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That's what | do for a living is to try to nmake that
incone and then adjust it any way they can. But you
shoul d not have the capability to use FERC to
basically inplenment that to force individuals |ike
yourself to stand up and have to negotiate with
t hem

What | would prefer to see is an open
mar ket pl ace occur. Let themsit down each and any
individual, with you, if they want to negoti ate and
do it in a fair and inpartial nmanner, give you a
right to put out what you feel that your property is
| abel ed for and they have a right to adjust that.
Treat you just |ike another commercial entity which,
in theory, you are. It is your value. It is your
property. You have a -- a product that they want.
It's your property.

Secondly, if you take all of that
t oget her, we need to know who stands behind this
conpany. W need to know that they' re solvent and
wi |l be solvent for many years going forward,
because they are going to be using -- excuse ne --
your property for quite a while. Mst projects are
built on 20 to 30-year life cycles. There needs to
be sonmething to be able to stand and say here who

these entities are and what type of noney is behind
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them \What type of insurance conpanies are they
using? How good is the rating of that insurance
conpany?

The | essons that we | earned in 2001 and
2002, that everyone is vulnerable. Even the great
Enron canme down. During that tine period | worked
for a conpany Dynegy, and | worked with the -- the
entity conpany before that, which is Natural Gas
Conmpany, and we built up a great congl onerate and
Enron took us down.

The mar ket can nove and can shift.
But, ultimately, what wll happen is you will have
these hard assets left on your property. There
needs to be sonmebody to say who will step up and
handl e and nmanage these if they go away. These
assets are there. You do not want themto just be
| eft abandoned and straddl ed onto your property.
There are application processes that are structured
up through the DOT and others that will carry and
mai ntain as long as they are being used. The state
of Louisiana has rules that if a pipeline goes
static for nore than two years that reverts back to
the property owner. Part of that law in sone
regards is very bad, but in sone ways it has its

upsi de.
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It basically forces entities to be an
operating entity going forward or they will |ose
their right along wth what they put in the ground.
Those sane type of conditions and prem ses shoul d be
a part of what is applicable today.

My brother's property is being focused on
as a quarter. QOher entities will follow Because
they do see that it neets the criteria that FERC has
for approving these types of projects. Pl ease t ake
the time to consider what is at stake and what coul d
happen down the road for you and ot her generations
to fol |l ow

This, in ny opinion, is not a necessity.
It's nore of a convenience for a certain group of
entities to ride a market arbitrage for them In
doing so let's recogni ze that, put that onto the
table and let's nove it out and have it as an
inmpartial negotiation so that each can cone and neet
it on the terns that are necessary. Thank you for
your tine.

MR. KOPKA: Thank you. Qur |ast speaker
who's signed up is Qurtis Gray. Curtis.

CURTIS GRAY: | thought | was signing the
sheet .

MR. KOPKA: Onh, okay.
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1 CURTIS GRAY: |'mjust here.

2 MR KOPKA: Since we don't have any ot her
3 speakers signed up, does anyone --

4 MARK THOWPSON:  Yes.

5 MR. KOPKA: -- else like to speak.

6 Sir, please state your nanme and spell you nane for

7 the court reporter.

8 MARK THOMPSON: My nane is Mark Thonpson.
9 That's T-HOMP-S-ON Aong with ny father, I'ma
10 property owner up here. One thing | haven't heard
11 from anybody, | heard sonething kind of close to it,
12 initially when Leaf River's representative spelled
13 out the idea of howthey' re going to go in and pur
14 the salt caverns, nost of us know they do that,

15 they go in and basically dissolve the stuff out.

16 On their proposal it says, well, we're going to

17 drill four fresh water wells, we're going to have
18 four separate donme sites, and then it says there

19 will be a sunp. GCkay. Were's the sunp going to
20 be? There's no | ocation.

21 M ssi ssi ppi''s nunber one basic

22 agricultural product is poultry, in the four corners
23 area Smth, Jasper, Covington, Jones County. Nunber
24 one industry is poultry.

25 Ckay. You're going to punp how many

N
»

40



20080129- 4011 | ssued by FERC OSEC 01/ 29/ 2008 in Docket#: CP08-8-000

© 00 N o o b~ w N P

N N N N N NN P P P R R R R R R
o o b~ W N P O © 00N OO 0o h~ WwWN -, O

billions of gallons of this sludge out of there? It
has to be punped away sonewhere. \Were?

W' ve had a drought for the past five
years. Al these poultry operations, they don't use
the county water. You got a deep well water supply,
okay. Deep well water supply. You're using your
own water. This stuff, when you | ook at the water
tabl e, ny biggest question is, you know, what is
going to be the effect on the poultry operations in
wat er table area, because water, it runs downhill
No, it doesn't. It gets in the soil. It goes up,
si deways, it goes sonmewhere and it stays there.

And the second question is: Wat's going
to be liable level of contam nants in the watershed
for the poultry industry? | knowit's going to be a
lot different than it is for regular drinking, |ike
county water supply, you know, or whatever the
community water supply, but nobody's really
mentioned this and that's the big thing. Hey,
you're raising cattle, you're growi ng tinber, or
growi ng chickens. And that's a question | hadn't
heard anyt hing about. Wat's going to happen with
this contam nati on?

MR. KOPKA: Thank you. 1|s there anyone

el se who would |ike to speak?
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(No responses.)

MR. KOPKA: Wt hout anynore speakers, the
formal part of this meeting will concl ude.

Again, | would encourage you to stay and
| ook nore closely at the maps and information that
Leaf River has brought with them The
representatives will be able to assist you with
t hese maps and answer anynore specific questions you
may have. |'malso here to answer questions as
wel | .

On behal f of the Federal Energy Regul atory
Comm ssion, | would like to thank all of you for
com ng tonight.

Let the record show that the neeting
concluded at 8:06 p. m

(Tinme Noted 8:06 p.m)
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CERTI FI CATE OF COURT REPORTER

I, Harvey J. Rayborn, Court Reporter and Notary
Public in and for the County of H nds, State of
M ssi ssi ppi, hereby certify that the foregoing 42
pages, and including this page, contain a true and
correct transcript of the above stated cassette
tapes, as taken by ne in the aforenentioned natter
at the tinme and place heretofore stated, as taken by
stenotype and |l ater reduced to typewitten form
under ny supervision by nmeans of conputer-aided
transcription.

| further certify that I amnot in the enploy
of or related to any counsel or party in this matter
and have no interest nonetary or otherwise, in the
final outconme of this proceeding.

Wtness, ny signature and seal this 9th day of

February, 2008.

Harvey J. Rayborn, CSR #1274

My conmm ssion expires: 10/25/2008
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