Virginia COMMONWEALTH OF VIRGINIA
D’”pepanmem of DEPARTMENT OF MINES, MINERALS AND ENERGY
W a'llgn;s Minerals DIVISION OF MINED LAND RECLAMATION

nergy P. O. DRAWER 900; BIG STONE GAP, VA 24219

TELEPHONE: (276) 523-8157

I nformal Hearing Deter mination

Company: Barnette Energy, LLC Permit No.: 1101978
Subj ect: Notice of Violation HNM0003900
Conference: November 9, 2010 2:00 p.m. L ocation: Lebanon Office

Participants:  Mr. Austin Barnette, Barnette Energy, LLC; Mr. Sunny Guo, Metamjnimgy Mr.
Gary Slone, Summit Engineering; Heather McDonald-Taylor, Bill Cronce, DMLR

An informal conference was conducted on this date to review the issuance of Notice of
Violation No. HNM0003900 violation 1 of 1 issued to permit No. 1101978. This NOV states:

The company is instructed to immediately cease all coal removal on the perhsticntime
that:

1. Arevision to address the ownership and control of Barnette Energy, LLC permit 1101978 is
approved by the DMLR. That revision should be submitted to the DMLR by November 10,
2010.

2. The parent or controlling company, Metamining Inc., submits proof to the division that it is a
valid registered corporation/entity with the VA State Corporation Commissionpgnovad to

conduct business in the Commonwealth of Virginia.

3. Arevision to address cost bonding on the permit as required by 4 VAC 25-130-800 is
approved by the division to replace the current bond under 4 VAC 25-130-801. The permittee is
instructed to submit the cost bond application by November 10, 2010 and replace the existing
bond within five days of approval of the bond application.

The abatement date for the violation is December 3, 2010. The interim abatement date for
submittal of the ownership and control revision and submittal of the cost bonding revision is
November 10, 2010.

Summary of Informal Hearing

Mr. Anthony Collins, an attorney, contacted the conference officer on Monday November 8, the
day prior to the hearing. He advised that he’d been retained to represent Barnefté. EDeng

this matter and that he would be unable to attend the informal conference due to other
commitments. Mr. Collins asked if he could give me his comments over the phone. | advised
Mr. Collins the conference was a public forum and all comments should be made at the
conference. | advised he could call in and participate via conference call and he seadlithis

be O.K. Mr. Collins did not call in at the conference. | received a phone call from Tima? at
office advising that Mr. Collins son had an accident, he was at the hospital and unable to
participate in the conference. | advised Tina that given the circumstances | wouldehold t
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conference open and allow Mr. Collins comments with regard to this matter the hgjlday.
As of Monday November 15 | had not heard any word from Mr. Collins.

At the informal conference, Mr. Austin Barnette stated that his father, MrdBarnette, sold
Barnette Energy, LLC to Metamining, Inc. on August28010. He had a gentleman’s

agreement with the president of Metamining, Inc., Mr. Larry Li that he would rétgiermits,

bonds and other ownership and control of the company until the permit could be transferred from
Barnette Energy to Metamining, Inc. He said that all machinery and personnelwarsitiae

same. Mr. Barnette said this was a paperwork violation and there were ottmattigks to

shutting down the operation. Mr. Barnette stated they’'d contacted Steve Walz, the DMME
Director in Richmond who stated there were other alternative to shutting down the jobtand tha
the first priority should be to get the men back to work.

Gary Slone stated these types of sales were typical in the coal businessanctbe

alternatives to shutting down the job. The sale was made on August 25, 2010 so Barnette Energy
would have been in violation since that time. These types of transactions do not happen over
night and time needs to be allowed to transfer, assign or sale the permit rights.

Informal Hearing Recommendation

The following is a chronology of the key dates associated with this violation.

8/25/10 A sales agreement between Barnette Energy, LLC and Metagninc. The following
assets were transferred from Barnette Energy, LLC to Metagj Inc. in this sales agreement
along with various pieces of quarry equipment and the mine office trailer on permit 1101978.

Barnette Energy, LLC MSHA #44-07169

Tarpon Stone Quarry

Barnette Energy, LLC mining permit #1101978

Barnette Energy, LLC Mill Creek #1 Surface Mine License #14850AA
Barnette Energy, LLC Mill Creek #1A, Surface Mine License #13441AB
Tarpon Stone Quarry Permit #90494AA

The Barnette Energy, LLC/Raising Kane, LLC leases

Nogh,rwpdnpE

8/26/10Barnette Energy, LLC MSHA license #44-07169 was modified to reriéieam D.
Barnette and Arlene Barnette as individuals with ownership interdélse business or corporate
officers/directors and principal organization officials or membéry Li and Songgiang Chen
were added to the MSHA permit on August 26, 2010 as individuals with owmensérest in

the business or corporate officers/directors and principal organization sfbcialembers.
9/9/10the company removed W. David Barnette and Arlene Barnette as cowifiarals and
company owners on mine license numbers 14850AA and 13441AB. Larry Li and Sgnggia
Chen were added as company officials and company owners. Both lieeasessociated with
permit 1101978.

9/27/16an annual progress report and a renewal application for the TarponCEtang, quarry
permit 90494AA, were received by the Division of Mineral Mining. Titegtort documented a
change in ownership and control on the quarry. That application documentgdLLand



Songgiang Chen as the principle officials. That document listed Dp#rRiit 1101978 as held
by the applicant.

10/29/10The 8/25/10 sales agreement between Barnette Energy, LLC aathiMiety, Inc.was
provided to the DMME Big Stone Gap office by a citizen.

11/3/26NOVHNMO0003900 was issued for continuing to remove coal from the operatpitele
failure to submit and obtain approval of a revision documenting the newrsiimeand/or
control information for the permittee, Barnette Energy, LLC. he €ompany was instructed to
immediately cease all coal removal on the permit until such time that:

1. Arrevision to address the ownership and control of Barnette Ehé&x@ypermit 1101978 is
approved by the DMLR. That revision should be submitted to the DMLR bymlmere10,
2010.

2. The parent or controlling company, Metamining Inc., submits proof wtson that it is a
valid registered corporation/entity with the VA State Corporatiom@ission and approved to
conduct business in the Commonwealth of Virginia.

3. A revision to address cost bonding on the permit as required by 42BA30-800 is
approved by the division to replace the current bond under 4 VAC 25-130-801. Trhtgeels
instructed to submit the cost bond application by November 10, 2010 and réy@amasting
bond within five days of approval of the bond application

11/9/10A revision was submitted to the DMLR by Barnette Energy, Lo@ddress the updated
ownership and control of permit #1101978,

4 VAC 25-130-774.17 states that no transfer, assignment, or sale ofgtighted by the permit
shall be made without the written approval of the division. Based aavtikable information it
appears that the rights to Barnette Energy, LLC permit 1101978 havéraesferred to another
entity. A search of the Office of Surface Mining Applicant ¥iok system indicates that
Metamining, Inc. and company officials Songgiang Chen and Larry Li insudficient mining
experience to participate in the pool bond fund as required by 45.1-270.2(Ajxdditon
Metamining, Inc. does not appear to be licensed with the VA Staggofadion Committee to
conduct business in the Commonwealth of Virginia.

Based on the information presented at this informal conference apd/refithe documentation
of changes that occurred in the ownership/control of Barnette Ené&@ypkermit #1101978
without any updates to the permit, it is my opinion NOVHNMO0003900 was pgydpsued and
| recommend that it be affirmed

Conference Officer: Date:

Michael A. Giles , Conference Officer



