
VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for ]'creed Pooling of Interests in a Drilling Unit

Affected by Well Number CBM I V-12, VGOB 0618-134 in tk.~
South Gruncly Magisterial District oi Buchanan County, Viri inia

This cause came on this 18th day of June, 1991, span the

applicaticn of Oxy USA, Inc. requesting that this Board pool the

interests of any person owning or claiming an interes, in the

coalbed methane below the Tiller seam of coal in the 80-ai re (plus
(

a tolerance of 158) drilling units established for the Oakwood

Coalbed Methane Field in the South Grundy Magisterial Dic:rict of

Buchanan County, Virginia. Notice of the filing of the apI Lication

herein and of the time, date and place of the hearing the .eon was

duly and properly given to each potential owner of recoriI having

an interest in the coalbed methane gas below the Tiller seam of

coal under..ying the tracts within the drilling unit coverall hereby

as requirei by Section 45.1-361.19of the Code of Virgin

as amended, The Board examined the Notice as given and

a, 1950

further

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

to deters',e the names and whereabouts of potential owners who may

be affectec by the pooling of coalbed methane gas below thi'iller
seam of coal in the drilling unit involved herein. The Boa~d finds

that Oxy U! A, Inc. has exercised due diligence and has cc aducted

a meaningf'xl search of reasonably available sources a hand,

including, ~ut not limited to, grantor/grantee indexes, dec, books,

will records, tax records, local telephone books and as had
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conversations and correspondence with interested part5 as. The

Board hs:.eby approves the notice given, hy publica:ion and

otherlwise, as meeting the statutory requirements, rul > of the

Board and minimum standards of state and federal due pr ,ess, and

finds that notice has been given in all respects as requi wi by law

and the miles of this Board.

BasecI on ths evidence presented, the Board finds Chat the

following named persons may he owners of coalbed met iane gas

interests below the Tiller seam of coal, which are held

to a lease or other agreement, in the drilling unit involv

who have not voluntarily agreed to pool their interest

unit for its development and operation:

pursuant

d herein

in this

1. Garden Realty Corporation, c/o Mrs. Betty Boyd K1 ag, 2370
Lindhurst Avenue, Winston-Salem, NC 27130

2. C»lumbia Natural Resources, Attention Martin N. Holley,
P. 0. Box 1273, Charleston, WV 25325

3. C >nsolidation Coal Company, Attention Land De portment,
C )nsol Plaza, 1600 Washington Road, Pittsburgh, E i 15241

Based upon the evidence presented, the Board finds hat, in

order to avoid the drilling of unnecessary wells, pres ant the

various tyies of waste and protect the correlative righta of all
owners and potential owners of coalbed methane gas with re pect to

the drillirg unit involved herein, the owners and potentia'owners

of coalbed methane gas involved who have not heretofore reached an

agreement with respect to development and operation of the

unit coverei hereby shall be required to pool their coalbed

gas interests below ths Tiller seam of coal for the develo

rill ing

aethane

iasnt of

this drilling unit, upon the terms and conditions set out Ln this



50N 377 m 434
order, a. Ll of which terms and conditions are fo (, after
considers".ion of the evidence presented in this causi, to be

supported by substantial evidence and to be just, reaso able and

equitable and such as will afford each coalbed methane i as owner

and potencial owner in this unit the opportunity to rii.over or

receive jiist and equitable share of production from this unit.

Basec, upon the evidence presented at the public hiiaring in

this matter, the Virginia Gas and Oil Board orders as fo'.,lowe:

(1) The interests of coalbed methane gas owners or )iotential

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

drilling iinit established in the lands involved herein for the

Oakwood Coalbed Methane Gas Field are hereby pooled

development and operation of this unit. Oxy USA, Inc.,
for the

i hereby

authorised to drill, complete and operate a well in this (rilling

unit so as to produce coalbed methane gas from the pooled icreage,

consistent with the terms and provisions of its applica

work permi". and the Oakwood Field Rules.

le well

(2) Erich owner or potential owner of coalbed methane g, is below

the Tiller seam of coal involved herein, other than Oxy US(„ Inc.,
shall, wit3in 30 calendar days after the date of mail] xg this

Order, del.iver to Oxy USA, Inc., P. O. Drawer 0, Richliiads, VA

24634, a w~.itten election either to participate in the oj,aration

of the wel] covered hereby or to exercise such owner or pi tential
owner'S right of election under this order as described &ilow. A

timely election shall be deemed to have been made if an c mer or

potential owner on or before the last day of such 30 celery (ar day
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period has sent such written election by telegram or teliigraph to

Oxy USA, ) nc., or has had such written election duly post3 irked and

has placal such written election in the United States ma 1, first
class, postage prepaid, duly addressed to Oxy USA, Inc,, at the

address siit forth above. The alternatives afforded to tj e owners

or potent:.al owners herein pooled are set forth below.

Each owner or potential coalbed methane gas own .. herein

pooled claiming an interest as to the coalbed methane gas .':slow the

Tiller seas of coal derived from any tract within the drilling unit

involved ;ierein is accorded the following options as to such

interest:

(a) liirticinationi To participate in the working in arest in

and the dh.velopment of the coalbed methane gas below thai Tiller
seam of coal in the drilling unit involved herein by agz»eing to

pay such owner or potential owner's proportionate pa of the

actual cost of drilling, completing, equipping, operating, Iilugging

and abandoning of the well covered hereby and by paying as set

forth here:.n, to Oxy USA, Inc., such owner's proportionate part of

the $264,1li9.00 estimated cost of drilling, completing, ega ipping,

operating, plugging and abandoning of the proposed well covered

hereby. A participating owner or potential owner's propose tionate

part of tjie anticipated cost of completion and share of the

production from such well shall be in the proportion 0 iat the

number of quiet mineral acres in the unit covered by the :oalbed

methane gas rights owned by such party bears to the entir
of mineral acres in this unit; or

number
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(b) carried interest: In lieu of participatin in the

working interest in and the development of the pool in this

drilling immit, as set forth in subparagraph (i) above, tc elect to

share in ~Ae operation of the well covered on a carried lasis (as

a carried well operator) so that the proportionate par; of the

actual cost of drilling, completing, equipping, operating, plugging

and abend)ning of such well allocable to such carried oner or

potential owner's interest is charged against such carr.,ad owner

or potential owner's share of production from such well. All of

such carried owner or potential owner's coalbed methane g~s rights

below the Tiller seam of coal in the pool in the drill .ng unit

involwed herein are relinquished under this order to Oxy tlSA, Inc.

until the proceeds from the sale of the share of product ion from

such well accruing to such carried owner or potential owner's

unleaSed iaterest in the drilling unit involved herein, e,:elusive

of any royalty, excess or overriding royalty, or otliar non-

operating or non-cost bearing burden reserved in any lease,

assignment thereof or agreement relating thereto cover) ag such

interest, equals three hundred percent (3004) for a leased 'terest
or two hundred percent (200%) for an unleased interest of t,e share

of the cost: of drilling and completing the well allocable~ to the

coalbed me1hane gas interest of such carried well operatic; plus

one hundrec percent (1004) of the carried operator's shari~ of the

cost of su) face equipment beyond the wellhead connection )f such

well allocable to the interest of such carried well operat r; allis
one hmldred percent (1004) of the share of the cost of o <rating
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such well allocable to the coalbed methane gas interes of such

carry!ed wall operator. Such carried owner or potentia owner's

proportio,>ate part of the costs of, and the production 'rom, the

well cove:.-ed hereby is to be in the proportion that the iumber of

net mineral acres in the unit covered by the coalbed me hane gas

interest owned or potentially owned by such carried well operator

bears to 1.he entire number of mineral acres in such unit During

the perioi of time Oxy USA, Inc. is entitled to rec .ve such

carried corner or potential owner's share of productio~ or the

proceeds therefrom, Oxy USA, Inc. shall pay all apPlicable

production, severance, excise, gathering and any other ta
upon or mc.asured by the value or amount of production

separately calculate and pay to such carried well ope

payment to the appropriate owner any royalty, excess or o

as based

id shall

.tor for

~rridi ng

royalty azd any other non-operating or non-cost bearin

reserved in any lease, assignment thereof or agreement

thereto which is deducted from the share of production

carried well operator. Such royalty, excess or overridin

and other bon-operating or non-cost bearing burden is n

subject to any charge for operating costs. Payment by

Inc. to such carried well operator of any such royalty, e

overriding royalty or other non-operating or non-cost

burden

elating

of such

royalty

C to be

ry USA,

cess or

bearing

burden shall be made within ninety (90) days after the en of the

calendar month within which the production subject to such burdens

is sold. Within sixty (60) days after the completion of se well

covered hereby, Oxy USA, Inc. shall furnish such carri d well
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operator an inventory of the equipment in and connecte to such

well and <n itemised statement of the cost of drilling, napleting

and equi}iping such well for production; and for e :h month

thereafte:., during the time Oxy USA, Inc. is being rei ursed as

provided Rove, Oxy USA, Inc. shall furnish to such car ied well

operator an itamised statement of all costs and li'bilities
incurred :.n the operation of such well, together with a,!tatement

of the quc,ntity of coalbed methane gas produced therefro

amount of proceeds realised from the sale of the p

allocable to such carried owner or potential owner's in

the unit during the preceding month. Oxy USA, Inc. s

furnish tci the State Gas and Oil Inspector, copies of

statements furnished to each carried well operator

provisions hereof. Any amount realised from the sale

disposition of equipment newly acquired in connection

operation vn the well covered hereby which would have b

and the

oduction

srest in

<11 also

Ae same

der the

ir other

ith any

m owned

by such ca.ried owner or potential owner had they

participated therein as a participating well operator

credited airainst the total unrecovered well costs in det

when the interest of such carried owner or potential own

revert as cIescribed above. When Oxy USA, Inc. recovers f
carried owr sr or potential owner's relinquished interest
for above, the relinquished interest of such carried ci

hall be

raining

r shall

om such

rovided

mer or

potential owner shall automatically revert to such oi

potential cwner, and from and after such reversion, such

ner or

".arried

owner or po".ential owner shall be treated as a participati g owner
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or potential owner and shall own the same interest in hach well,

the material and equipment in or pertaining thereto and the

productio > therefrom, as such owner or potential owner »uld have

been entitled to had such owner or potential owner par;icipated

initially as a participating owner or potential owne

drilling, completing and equipping of such well; and th

such owne> or potential owner shall be charged with and

the owner or potential owner's proportionate part of th

costs of the operation of such well.

in the

reafter,

hall pay

further

(c) Cash Consideration: In lieu of participatin in the

.ng unit

Inleased

per net

a total
/8th of

:ed from

.nto the

inected,

n or in

leting,

working interests in and the development of the dril

involved Iserein, any owner or potential owner of an

interest may elect to receive a sum of ONE DOLLAR ($1.00
mineral acre owned by such owner or potential owner, plu

royalty ir the amount of'ne-eighth of eight-eighths (

8/Sths) of the coalbed methane gas and gas condensate prod

the well c mered by this Order, the same to be delivered

lease tanks or into the pipelines to which such well is c
free and c.'.ear of all costs, expenses and risks incurred

equipping, operating, cornconnection with drilling,

plugging and abandoning of such well. Any well operator inflecting

this optiox, shall deliver under this Order a net revenue

of 87.50% c f 8/Sths of the coalbed methane gas and gas co

produced from the well covered by this Order, with such net

interest being determined by deducting from such owner's

production :he royalty provided for immediately above; and

nterest

%ensate

revenue

>are of

.ovided



further, Mat such royalty of 1/8th of 8/Sths and such n: revenue

interest >f 87.504 of 8/Sths shall be proportionately r luced and

payable only in the proportion that the number of net min ..al acres

in the drilling unit covered by the coalbed methane g~s rights

owned by ouch well operator bears to the entire number ol mineral

acres in 1:his unit; or

(3) In the event an owner or potential owner, eithe an owner

of an coa]bed methane gas lease or an owner of an unleas d tract,
who is subject to the provisions of this Order shall fail o timely

and properly elect, in writing, one of the applicable o anions as

set forth above, such owner or potential owner shall be cerned to

have elected not to participate in the working interest in the well

covered hereby and shall be deemed to have leased his int <rest in

the coalbed methane gas to the designated coalbed methane c as owner

or potential owner. In the event an owner or potentia

either a loase interest or an unleased interest, who is s

the provis:.ons of this Order shall elect to act as a parti

owner or pc tential owner under 2A.(i) or B.(i) above, whi

applicable, but thereafter fail or refuse to pay or se

payment of such owner or potential owner's proportionate

the cost vf the well covered hereby as set forth

provisions, such election to act as a participating operat

this Order shall be null and void and such owner or potenti

shall become a carried owner or potential owner consistent

terms and provisions of this Order.

owner,

>ject to

ipating

iever is
ere the

part of

n such

r under

1 owner

ith the
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(4) If any payment of bonus, royalty payment or oth

due and owing under this Order cannot be made because

entitled hereto cannot be made certain due to conflict

of owners]>ip and/or a defect or cloud on the title, then

bonus, ro) alty payment or other payment shall be deposit

escrow account within one hundred eighty (180) days afte

of this 0;."der and shall not be commingled with any fun

applicant or unit operator. Such funds shall be held

s payment

ie person

ig claims

iuch cash

] into an

the date

s of the

for the

exclusive use of , and sole benefit of, the person entitle>l thereto

until suc]> funds can be paid to such person(s) or thi> holder

relinquishes such funds to the Board as required by la

Board.

or the

If a>iy person whose interest is pooled hereby re uses to

accept the cash bonus consideration or if any such pere > cannot

be paid the cash bonus, royalty payment or any other pa >ent due

hereunder ].'or any reason other than the reasons set fort . above,

the unit o]>erator may deposit such cash bonus, royalty payment or

other payment into an escrow account established in the ac; ounting

records of unit operator and such funds shall be credited to such

account fo> the benefit of such person. Such funds so d

in such e> crow account shall be held for the benefit

person(s) c,ntitled thereto until such funds can be paid

person(s) or until they are required to be paid

Commonwealth.

posited

of the

.o such

:o the

Within thirty (30) days of the expiration of any

election periods provided in paragraph 2, the designated

nd all
>erator

10
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shall tender to the State Gas and Oil Inspector a

statement of all disputed claims, specifically, in

breakdown of the type of interest, mineral ownership and

aotarlsed

Luding a

~rcentage

of ownership. This statement shall be used in cre Cing and

establish.ing the escrow accounts required by this Order If any

changes in the status of conflicting claims occur, the d signated

operator nhall immediately notify the State Gas and Oil nspector

and withia thirty (30) days submit an amended disput» l claims

statement.

Within 30 days of receipt of a certified copy of

legal determination of entitlement or upon receipt of an

signed by ill claimants, the Board shall order payment of

and accrued interest from the escrow account described

ae final

agreement

sincipal

Oaove to

all persons legally entitled thereto.

(5) any owner or potential owner involved herein wh has not

appeared ia response to the notice of hearing published pursuant

to the pro'risions of Section 45.1-361.19, Code of Virginii,, 1950,

as amended, and whose identity or whereabouts remains unknown at
the concluiiion of the hearing in this matter shall be dhiamed to

have electod to lease his interest to the coalbed methan

owner or )iotential owner designated to drill as desc

paragraph >, under the same terms and conditions as set
paragraph (=) above. The designated owner or potential own

deposit into a separate, distinct interest-bearing escrow

established by the Virginia Gas and Oil Board with the T

of Virginia. all proceeds attributable to the unknown

to the

.bed in

orth in

r shall

account

aasurer

assor's

11
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interest

lessor's b

disposed o

Property

All sums so deposited shall be held for

enefit and shall be deemed unclaimed pro

f pursuant to the Uniform Disposition of

ct (Section 55-210.1, ~ II@.)

UIlkllown

arty and

Inclaimed

SA, Inc.

tendered

owner or

Order;

to such

owner's

ir cloud

cannot

reasons

deposit

escrow

xancial

mt for

:ed) in

ner or

aid to

funds,

:o the

(6) An

under the

within th rt
potential

nrovided,

funds rel
interest i
in the tit
be paid su

set forth

(credit) s

n paragraph 2 and 3 above. Oxy USA, Inc. shall

funds due such party into an interest-bearin

ablished at a F.D.I.C. insured Virginia f
and such funds shall be credited to such acc

account es

institution

of such owner. Such funds so deposited (cred

account shall be held for the benefit of the

er entitled thereto until such funds can be

r potential owner, or such owner accepts such

h title defect or cloud is cured or removed

the benefit

such escrow

potential o

such owner

or until su

y cash bonus which becomes payable by 0y xy

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

y (30) days after the date oi receipt of an

owner's elections under the terms of thi

owever, if the owner or potential owner entitle
ses the same, or if such owner's or potential

the unit involved in this cause has a defect

e thereto, or if such owner or potential owns

funds for any reason whatsoever other than the

satisfactio

(7) 0

such party

mineral leas

of Oxy USA, Inc.

USA, Inc., in addition to any other rights a

der the laws of Virginia, shall have a lien

hold estate or rights owned by the other own

.'orded

in the

rs or

12
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owners involved herein in the unit covered ireby and

upon thai id hereby

iperation

ast such

interests

or potent

in connec

refusal o

te owner

incurred

Llure or

>ay such

ncurredowner or p

hall behereunder

ccruingentitled t
to such owner's

interest i ma such

paid.

ipating

[ costs

share, unt

No part of

owner or p

chargeable f any

shares of the production from the well cove

nt that costs incurred in the development and

of the d illing unit involved herein are a charge aga

Such liens shall be separable as to each sepa

I owner and shall remain a lien until all costs

ion with the well have been paid. Upon the f
any participating owner or potential owner to
tential owner's proportionate part of any cost

n connection with the well covered hereby,

receive the share of production from the well

efaulting participating owner or potential

the unit involved herein, or the proceeds f
l such proportionate part of such cost has be

e production or proceeds accruing to any parti
ential owner shall be applied toward payment

to any other interest in such unit.

participati

owner or po

hereunder i
(60) days

Inc., the n

including O

tha unpaid

non-defaulti

total inter

Ly such

curred

sixty

USA,

mars,

., pay

s such

:o the

.ntial

owner or potential owner fails or refuses to
ntial owner's proportionate share of the cost i
connection with the well covered hereby withi

ter rendition of a statement therefore b Oy

-defaulting participating owners or potential

USA, Inc., shall, upon request by Oxy USA InI

unt in the proportion that the interest of ea

g participating owner or potential owner bears

ts of all such non-defaulting owners or pot

13
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owners. [n such event, each non-defaulting participatin

potential owner so paying such owner or potential
owner'he

unpa:.d amount shall, to obtain reimbursement th

subrogateii to the lien rights described above.

(8) If the well involved herein has not been comme

the date of this Order, it shall be comaence or operatio

to be commenced within three hundred and sixty-five days (

from the kate of this Order. Otherwise, the provision

Order sha) 1 become inoperative and terminate, except for

sums becoaiing payable hereunder, unless the time of c
of such oleration is extended by an Order of the Board.

owner or

share of

reof, be

ed as of

s caused

65) days

of this

any cash

zncement

(9) Dxy USA, Inc. shall, within thirty (30) days, a

completion, tender to the State Gas and Oil Inspector an

statement reflecting the actual cost of drilling, e

completing, plugging and abandoning the well. Additional

statements reflecting actual operating costs shall be fu

the State Gas and Oil Inspector on a quarterly basis.

actual coats of drilling, completing, equipping, plug

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

appropriate, adjustments to the burdens imposed

particlpat]ng or carried operator's share shall be made.

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

to be mailed to the last known address of each owner or

owner as listed in this Order.

Cer well

Ltemized

sipping,

.temized

.shed to

If the

Lng and

imates,

each

s Order

cential

The relief granted by this Order is to avoid the dri
unnecessary wells, prevent the various types of waste or

.ing of

:oalbed

14
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respect t
Done

sajority

1991, by

sera withs and protect the correlative rights of all o

the pools in the drilling unit involved here

aad rar t d tats / )~sar o~
/

f the Virginia Gas and Oil Board

U cKL~
ad Ssrtorsad tats /W dar oSP~
der of this Board.

i91, by a

Pri~igipal Exscutiv/ to
4Virginia Gas Phd Oi

a Staff,
Board

15
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State of Virginia
County of Waghing m

soN 37? nsE

44'cknowledged

on this 19th day of July, 1991, personally before me a notary
public in and for Jte State of Virginia appeared Benny Wampler, being duly
diff,4@IEose and say that he is Chairman of the Virginia Gas and Oil Board,

""thagr he'EstEecuted tlEe same and was authorized to do so.

=~(2J iE 6
—:.~ ':~ Bia8e
'-:. ~ '.," itotar

-.,tip n Expit es 9/23/92

llllllltiiii Ei

sworn

State of Virgi,nia
County of Washingt

Acknowledged on thi E 19th day of July, 1991, personally before me a notary
public in and for tile State of Virginia appeared Tom Fulmar, being duly
sworn did depone anil say that he is Principal Executive to the staff of
the Virginia Gas anl, Oil Board, that he executed the same and was authorize

cE 46targi( n expire
'~EEEEEEEEE

9/23/92

VIRGINIA: In the Clerk 'e Office of the Circuit Court of Buchanan County. The foregoing inetrEnn
wse this dsy premmted in the o Bce aforesaid sttdv'e, together with the certificste of scknowl~ —"t ex

Deed Book No. 32%aud Psi e No.WM:.....
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