-

South Grund

VIRGIINTIA:

IN RE:

for Forced Pooling of Interests in a Drilling Unit
Affected| by Well Number CBM I V-12, VGOB 0618-134 in th
ly Magisterial District of Buchanan County, Virginia
This | cause came on this 18th day of June, |
applicatign of Oxy USA, Inc. requesting that this Board
interests |of any person owning or claiming an interes#
coalbed m%thane below the Tiller seam of coal in the 80-a¢
a tolerance of 15%) drilling units established for thé
Coalbed Methane Field in the South Grundy Magisterial Dis

Buchanan Cpunty, Virginia. Notice of the filing of the apﬂ

herein and
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BEFORE THE VIRGINIA GAS AND OIL BOARD

Application of Oxy USA, Inc.

1991,

of the time, date and place of the hearing the

re (plus
Oakwood
Erict of
lication

Ffeon was

duly and properly given to each potential owner of recoﬁg having

an interest in the coalbed methane gas below the Tiller

coal underl

ying the tracts within the drilling unit cover%

seam of

hereby

as require? by Section 45.1-361.19 of the Code of Virginia, 1950

as amended.

The Board examined the Notice as given andi

further

conducted inquiry into the sufficiency of Oxy USA, Inc.'4 search

to determin

be affected

e the names and whereabouts of potential owners

}who may

by the pooling of coalbed methane gas below thu Tiller

seam of coall in the drilling unit involved herein. The Board finds

that Oxy USA, Inc. has exercised due diligence and has conducted

a meaningfi
including,

will recorg

but not limited to, grantor/grantee indexes, dee

ls, tax records, local telephone books and

1l search of reasonably available sources a

hand,
1
# books,

Has had




Board and
finds that
and the ru

Based

various tyj

owners and

minimum standards of state and federal due proE

1les of this Board.

iwvoid the drilling of unnecessary wells,

pes of waste and protect the correlative right
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conversatjions and correspondence with interested partﬂgs. The

Board hereby approves the notice given, by publicdtion and
I

otherwise, as meeting the statutory requirements, rulqs of the

tess, and

notice has been given in all respects as requin#d by law

on the evidence presented, the Board finds that the
following | named persons may be owners of coalbed met:i*ane gas
interests |below the Tiller seam of coal, which are heldl ursuant
to a lease|or other agreement, in the drilling unit invole: herein
who have +ot voluntarily agreed to pool their interests|in this
unit for itts development and operation:
1. Garden Realty Corporation, c/o Mrs. Betty Boyd King, 2370
Lindhurst Avenue, Winston-Salem, NC 27130
2. Cplumbia Natural Resources, Attention Martin N.‘Holley,
P. O. Box 1273, Charleston, WV 25325
3. Consolidation Coal Company, Attention Land De%iftment,
Consol Plaza, 1600 Washington Road, Pittsburgh, 15241
Based| upon the evidence presented, the Board finds #hat, in
order to §

preYent the

of all

the drillin

unit covere
gas interes

this darilli

agreement wi

potential owners of coalbed methane gas with resgpect to

g unit involved herein, the owners and potentiall owners

of coalbed Fethane gas involved who have not heretofore redched an

ith respect to development and operation of the
1
d hereby shall be required to pool their coalbed

ts below the Tiller seam of coal for the develo

ng unit, upon the terms and conditions set out jin this

2




order, al
considera;
supported
equitable
and poten
receive ju

Based

this matt#r, the Virginia Gas and 0il Board orders as foi

(1)

tion of the evidence presented in this caus‘,

st and equitable share of production from this

| upon the evidence presented at the public he%ring
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1 of which terms and conditions are fouﬁ 3

after
to be
by substantial evidence and to be just, reasonable and

and such as will afford each coalbed methane .as owner

tial owner in this unit the opportunity to recover or

unit.
in
lows:

The interests of coalbed methane gas owners or gktentlal

owners, a; named above, in this 80-acre (with a toleranc# of 15%)

drilling u
Oakwood C¢
developmen

authorized

unit so as

consistent

work permif

iInit established in the lands involved herein||for the

palbed Methane Gas Field are hereby pooled |for the

t and operation of this unit. Oxy USA, Inc., ig hereby

to drill, complete and operate a well in this @rilling
to produce coalbed methane gas from the pooled‘ creage,
with the terms and provisions of its applicalle well

t and the Oakwood Field Rules.

(2) E?ch owner or potential owner of coalbed methane d s below

the Tiller

shall,
Order,

24634,

wit
del

a wi

seam of coal involved herein, other than Oxy USA, Inc.,

hin 30 calendar days after the date of mailing this

iver to Oxy USA, Inc., P. 0. Drawer Q, Richlahds, VA

ritten election either to participate in the operation

of the wel
owner's right of election under this order as described b?t:
o

timely eledtion shall be deemed to have been made if an

potential

covered hereby or to exercise such owner or pdtential

wW. A
er or

ner on or before the last day of such 30 calenrar day

3




period ha
Ooxy USA, In

has place

class, postage prepaid, duly addressed to Oxy USA,

address s
or potent]

Each
pooled cla
Tiller se
involved |
interest:

(a) B
and the d
seam of co
pay such ¢
actual cost
and abando
forth here]
the $264,1¢C
operating,
hereby. A
part of =i

production

number of 1

|
t forth above. The alternatives afforded to t?

lal owners herein pooled are set forth below.

herein is accorded the following options asl

articipation:

ning of the well covered hereby and by payin

ook 377 pce 435

sent such written election by telegram or teﬂ&graph to

c., or has had such written election duly postm

such written election in the United States maﬁ

Inc!

owner or potential coalbed methane gas owner

iming an interest as to the coalbed methane gas ﬁ

To participate in the working in

pwner or potential owner's proportionate parﬁ

.

I

velopment of the coalbed methane gas below tH

rked and
12, Livet
at the

’

e owners

b~

herein

elow the

of coal derived from any tract within the dril#ing unit

to such

rest in

Tiller

al in the drilling unit involved herein by agﬁ+eing to

of the

. of drilling, completing, equipping, operating,

in, to Oxy USA, Inc., such owner's proportionat#

plugging and abandoning of the proposed well

net mineral acres in the unit covered by the

9.00 estimated cost of drilling, completing, eql

participating owner or potential owner's propo#

1)e anticipated cost of completion and share

part of
ipping,
}covered

tionate

of the

from such well shall be in the proportion ﬁ+at the

coalbed

|
methane gaJ rights owned by such party bears to the entirqﬂnumber

of mineral

acres in this unit; or




(b)
working i
drilling

share in 1

'8 |
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Carried interest: In lieu of participating
nterest in and the development of the pooli
nit, as set forth in subparagraph (i) above, to

the operation of the well covered on a carried

a carried
actual co%t
and aband«
potential
or potenti
such carri
below the
involved h
until the
such well
unleased i
of any ro
operating

assignment

interest, #quals three hundred percent (300%) for a leased i

or two hund
of the cost
coalbed met
one hundred
cost of suxn

well alloca

one hundred percent (100%) of the share of the cost of oﬁ

well operator) so that the proportionate pag
bning of such well allocable to such carriedz
al owner's share of production from such well{
Tiller seam of coal in the pool in the drill

proceeds from the sale of the share of producﬁ

of drilling, completing, equipping, operating,

accruing to such carried owner or potential|

nterest in the drilling unit involved herein, é:
yalty, excess or overriding royalty, or oth

or non-cost bearing burden reserved in any

-
-

thereof or agreement relating thereto coveri

in the
in this
elect to
asis (as
of the
plugging

owner or

owner's interest is charged against such carr%gd owner

All of

ed owner or potential owner's coalbed methane gAs rights

ing unit

erein are relinquished under this order to Oxy QFA, Inc.

jon from
owner's
kclusive
Br non-
lease,
ng such

nterest

thane gas interest of such carried well operaté#

percent (100%) of the carried operator's shar
rface equipment beyond the wellhead connection

ble to the interest of such carried well operat

red percent (200%) for an unleased interest of the share

t of drilling and completing the well allocablel to the

plus
q of the

bf such
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such welll allocable to the coalbed methane gas interes

carried well operator.
proportionate part of the costs of, and the production

well covered hereby is to be in the proportion that the

net miner

\
interest owned or potentially owned by such carried well

bears to the entire number of mineral acres in such unit}

the period of time Oxy USA, Inc.
carried o
proceeds

production
upon or m#asured by the value or amount of production
separately| calculate and pay to such carried well ope
payment to
royalty aﬁd any other non-operating or non-cost beari
reserved i
thereto wh
carried well operator.
and other

subject to|any charge for operating costs. Payment by

Inc. to sugh carried well operator of any such royalty,
overriding

burden shal

calendar mo
is sold.

covered her

1

Such carried owner or potentiah

1 acres in the unit covered by the coalbed met

is entitled to rece
er or potential owner's share of production
therefrom, Oxy USA, Inc. shall pay all a

, severance, excise, gathering and any other ta

n any lease, assignment thereof or agreement ﬁ
Such royalty, excess or overriding
non-operating or non-cost bearing burden is no
royalty or other non-operating or non-cost

th within which the production subject to such

ithin sixty (60) days after the completion of ﬁ

i
eby, Oxy USA, Inc. shall furnish such carri

of such

t
owner's
|

d

from, the
Aumber of
‘hane gas
operator
During

jve such

or the

rator for

the appropriate owner any royalty, excess or ov#rriding

n@ burden

relating

ich is deducted from the share of production:Lf such

royalty

to be
USsA,

e.

ess or

bearing

1 be made within ninety (90) days after the endHof the

1
purdens

he well

d well
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operator an inventory of the equiﬁment in and connecteL to such
well and an itemized statement of the cost of drilling, ﬁumpleting
and equipping such well for production; and for eﬁ:h month
thereafter, during the time Oxy USA, Inc. is being reimBursed as
provided above, Oxy USA, Inc. shall furnish to such car%ied well
operator |an itemized statement of all costs and 1i%bilities
incurred in the operation of such well, together with a gtatement

of the qu%ntity of coalbed methane gas produced therefro;

amount of

allocable

the unit #uring the preceding month. Oxy USA,

furnish to

and the

proceeds realized from the sale of the p; duction

to such carried owner or potential owner's int#rest in

Inec. shﬁll also

the State Gas and 0il Inspector, }1he same

copies of

statements| furnished to each carried well operator uﬁder' the
provisions| hereof. Any amount realized from the sale @r other
disposition of equipment newly acquired in connection 1ith any

operation

by such carried owner or potential owner had they

participat

d therein as a participating well operator

on the well covered hereby which would have be#n owned

all be

credited against the total unrecovered well costs in det@rmining

when the interest of such carried owner or potential own:r shall

revert as described above.

carried owr
for above,
potential

potential o

owner or po

er or potential owner's relinquished interest

pwner shall automatically revert to such ot

tential owner shall be treated as a participati

When Oxy USA, Inc. recovers from such

the relinquished interest of such carried

wner, and from and after such reversion, such farried

owner




or potent]
the matez
productio
been enti
initially
drilling,
such ownezr
the owner
costs of t

(c)
working il

involved 1

interest qay elect to receive a sum of ONE DOLLAR ($1.00)
mineral ac

royalty in

8/8ths) of

the well c

lease tank
free and c
connection
plugging a
this optio

of 87.50%

produced fr

interest b

production

ial owner and shall own the same interest in s
|
rial and equipment in or pertaining thereto

n therefrom, as such owner or potential owner ﬁ
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ich well,

and the

uld have

tled to had such owner or potential owner participated

as a participating owner or potential ownexr in the

completing and equipping of such well; and thgreafter,

r or potential owner shall be charged with and Qhall pay

or potential owner's proportionate part of th# further
|

he operation of such well.

Cash Consideration: In lieu of participatin& in the
|

nterests in and the development of the drilling unit
|

nerein, unleased

any owner or potential owner of an

per net
re owned by such owner or potential owner, plus|a total
the amount of one-eighth of eight-eighths (h/ath of
the coalbed methane gas and gas condensate prod#:ed from

pvered by this Order, the same to be delivered into the

¥ or into the pipelines to which such well is comnected,

e

lear of all costs, expenses and risks incurred En or in

with drilling, equipping, operating, completing,

nd abandoning of such well. Any well operator glecting

n shall deliver under this Order a net revenue }

qf 8/8ths of the coalbed methane gas and gas coﬁh

om the well covered by this Order, with such net#evenue

eing determined by deducting from such owner's #

hare of

the royalty provided for immediately above; and érovided
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further, that such royalty of 1/8th of 8/8ths and such né: revenue

interest of 87.50% of 8/8ths shall be proportionately rrluced and

payable only in the proportion that the number of net miné al acres
s rights
owned by such well operator bears to the entire number off mineral
acres in this unit; or

(3) |In the event an owner or potential owner, eitheﬁ an owner
of an coalbed methane gas lease or an owner of an unleas:

who is subfject to the provisions of this Order shall fail tio timely

and properly elect, in writing, one of the applicable op

|
set forth labove, such owner or potential owner shall be

|
have elected not to participate in the working interest in

covered hereby and shall be deemed to have leased his int

the coalbed methane gas to the designated coalbed methane S owner

or potential owner. In the event an owner or potential owner,

either a lease interest or an unleased interest, who is subject to

the provisions of this Order shall elect to act as a partihipating

owner or potential owner under 2A. (i) or B. (i) above, whic#ever is
applicable, but thereafter fail or refuse to pay or seéure the
payment of |such owner or potential owner's proportionate} art of
the cost pf the well covered hereby as set forth Ji such
provisions,| such election to act as a participating operatdr under

|
this Order shall be null and void and such owner or potential owner

shall becomg a carried owner or potential owner consistent with the

terms and provisions of this Order.




(4) |1

due and o

ing under this Order cannot be made because
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f any payment of bonus, royalty payment or othé
|

entitled thereto cannot be made certain due to conflicti{g claims

of ownership and/or a defect or cloud on the title, then% uch cash

bonus, ro*a
escrow acgo
of this O
applicant
exclusive

until such

relinquisﬁes such funds to the Board as required by la

Board.
If ary

accept the

be paid th

hereunder

the unit operator may deposit such cash bonus, royalty pa

other paym

records of

account for the benefit of such person.

in such e
person(s)
person(s)
Commonwealt]
Within

election pe

or unit operator.

lty payment or other payment shall be deposit

unt within one hundred eighty (180) days after

Such funds shall be held

funds can be paid to such person(s) or th

cash bonus consideration or if any such perso
cash bonus,

or any reason other than the reasons set fort

nt into an escrow account established in the acc

unit operator and such funds shall be credited
Such funds so d|

crow account shall be held for the benefiti
|

ntitled thereto until such funds can be paid |

or until they are required to be paid

h.
thirty (30) days of the expiration of any F

riods provided in paragraph 2, the designated d

10

into an
the date
rder and shall not be commingled with any fundF of the
for the

use of, and sole benefit of, the person entitlel thereto

holder

or the

ly person whose interest is pooled hereby refluses to

cannot

royalty payment or any other payment due

above,

ent or

ounting

to such

osited

of the

to such

to the

nd all

berator
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shall te$der to the State Gas and 0il Inspector a hotarized

statement| of all disputed claims, specifically, ine

breakdown| of the type of interest, mineral ownership and pércentage

of ownership. This statement shall be used in creatking and
establishing the escrow accounts required by this Order; If any
changes in the status of conflicting claims occur, the dlsignated
operator shall immediately notify the State Gas and 0il Inspector
and within thirty (30) days submit an amended disputefl claims

statement.

Within 30 days of receipt of a certified copy of the final

legal det ination of entitlement or upon receipt of an '

signed by all claimants, the Board shall order payment of
and accrued interest from the escrow account described above to
all persons legally entitled thereto.

(5) y owner or potential owner involved herein who| has not
appeared in response to the notice of hearing published pursuant

to the provisions of Section 45.1-361.19, Code of Virgini[, 1950,

as amended, and whose identity or whereabouts remains unknown at

the conclusion of the hearing in this matter shall be deemed to
have elected to lease his interest to the coalbed methan: to the
owner or potential owner designated to drill as described in
paragraph 1, under the same terms and conditions as set
paragraph (c) above. The designated owner or potential ownedr shall
deposit intio a separate, distinct interest-bearing escrow}account
established4 by the Virginia Gas and 0il Board with the Tf‘r asurer

of Virginia all proceeds attributable to the unknown léssor's

5




interest.
lessor's

disposed

Property *ct (Section 55-210.1, et seq.)

(6)

under the
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All sums so deposited shall be held for th

benefit and shall be deemed unclaimed proﬁ

of pursuant to the Uniform Disposition of

Any cash bonus which becomes payable by Oxy

unknown

rty and

Inclaimed

provisions of 2(c), above, shall be paid or [tendered

within thirty (30) days after the date of receipt of an bwner or

potential
provided,

funds relepses the same, or if such owner's or potential

owner's elections under the terms of thi

however, if the owner or potential owner entitle

Order;
to such

owner's

interest in the unit involved in this cause has a defect +r cloud

in the title thereto, or if such owner or potential owner

be paid su

set forth

(credit) such funds due such party into an interest-bearin

funds for any reason whatsoever other than the

in paragraph 2 and 3 above. Oxy USA, Inc. shall!

cannot
reasons
deposit

escrow

account established at a F.D.I.C. insured Virginia fihancial

institution

and such funds shall be credited to such account for

the benefit| of such owner. Such funds so deposited (credited) in

such escrow

potential

o+ner entitled thereto until such funds can be

account shall be held for the benefit of the owner or

aid to

such owner or potential owner, or such owner accepts such |funds,

or until such title defect or cloud is cured or removed

satisfaction of Oxy USA, Inc.

(7)

o the

Oxy USA, Inc., in addition to any other rights afforded

such party under the laws of Virginia, shall have a lien

bn the

mineral leas%hold estate or rights owned by the other own%rs or

12




potential

upon thei

of the dr
interests.
or potentia
in connect
refusal of

owner or pt¢

hereunder

owners involved herein in the unit covered

ptential owner's proportionate part of any cost

in connection with the well covered hereby,
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1 owner and shall remain a lien until all costs[

any participating owner or potential owner to}

Such liens shall be separable as to each separdate owner
incurred
ion with the well have been paid. Upon the fahlure or
pay such
Llncurred

dhall be

entitled to receive the share of production from the well ‘ccruing

to such d
interest i
share, unti
No part of t
owner or po

chargeable

participati

owner or pot
hereunder ir
(60) days a
Inc., the no

including 0Ox

efaulting participating owner or potential

1 the unit involved herein, or the proceeds fr

the production or proceeds accruing to any parti

1 such proportionate part of such cost has be

tential owner shall be applied toward payment o

to any other interest in such unit.
ng owner or potential owner fails or refuses to p
ential owner's proportionate share of the cost il

) connection with the well covered hereby within

i § 4

owner's

om such

paid.

ipating

F costs

any
y such

curred

fter rendition of a statement therefore by Ox
n-defaulting participating owners or potential

y USA, Inc., shall, upon request by Oxy USA, In

the unpaid a*ount in the proportion that the interest of ead

non-defaulti

total intere%ts of all such non-defaulting owners or pot&

ng participating owner or potential owner bears

13

ro the
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owners. [In such event, each non-defaulting participatind owner or

potential| owner so paying such owner or potential owner's| share of

the unpaid amount shall, to obtain reimbursement thﬁteof, be

subrogated to the lien rights described above.

(8) |If the well involved herein has not been commedced as of

the date of this Order, it shall be commence or operatiohs caused

to be co nced within three hundred and sixty-five days (t65) days

from the date of this Order. Otherwise, the provisioné

of this

Order shall become inoperative and terminate, except for lany cash

sums becoming payable hereunder, unless the time of comﬂgncement

of such operation is extended by an Order of the Board.

(9) ©Oxy USA, Inc. shall, within thirty (30) days, af
completion, tender to the State Gas and 0il Inspector an‘i
statement |reflecting the actual cost of drilling, eq
completing, plugging and abandoning the well. Additionall
statements|reflecting actual operating costs shall be furﬂ
the State |Gas and 0il Inspector on a quarterly basis.3

actual coﬁts of drilling, completing, equipping, plugd

er well
temized
pipping,
ltemized
shed to
If the

ng and

abandoning |the well is different than Oxy USA, Inc.'s es*imates,

appropriate adjustments to the burdens imposed

participating or carried operator's share shall be made.

each

(10) |Oxy USA, Inc. shall cause a certified copy of th

owner as listed in this Order.

to be mail to the last known address of each owner or p3
i

s Order

The relief granted by this Order is to avoid the driqLing of

unnecessary| wells, prevent the various types of waste or!%oalbed

14
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methane g%s and protect the correlative rights of all o

ners with
respect t

b the pools in the drilling unit involved herei

Done| and executed this 4:2: day oﬁfj%&%é@/

7 3
majority «

pf the Virginia Gas and 0il Board
;i CHAI
€?7éf) i
Done |and performed this // day oﬁé;%aé?§g

1991, by order of this Board.

Staff,
Board

x
15 ‘l
x
i
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) represenied
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State of Virginia
P County of Washingtpn

Acknowledged on thiis 19th day of July, 1991, personally before me a notary
public in and for the State of Virginia appeared Benny Wampler, being duly||sworn
did.depose and say+ i i

that he is Chairman of the Virginia Gas and 0il Board
that:he executed the same and was authorized to do so.

o " Notary ,l’}l”p‘llic \
e My Cqmmiss;on Expires 9/23/92

t v

|
State of Virginia
County of Washingto

-

Acknowledged on thi

public in and for the State of Virginia appeared Tom Fulmer, being duly
sworn did depose an

L

say that he is Principal Executive to the staff of \
the Virginia Gas and Oil Board, that he executed the same and was authorize{
to'do'sa.

19th day of July, 1991, personally before me a notary

) |

9/23/92

Notary Ppﬁii;

\Qy ceumisémbn expire

,@v

—

VIRGINIA: In the Clerkis Office of the Circuit Court of Buchanan County. The foregoing instrume&
was this day presented in the office aforesaid

ther with the certificate of acknowledgment annexe
admitted to record this ... _{AWD___ day of .. S g ﬁ
Deed Book No..»317_and Page No.432

...............

- ﬁ .WAMCMQ

|

|
‘>







