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V I R G I II I A:

In Re:

BEFORE THE GAS AND OIL BOARD

Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling Unit

Affect.d by Well Number CMB T-7, VGOB 91-0924-144 in '.he
South Grun iy Magisterial District of Buchanan County, Vir Iinia

THIS CAUSE came on this 24th day of Septembe)

upon the application of Oxy USA, Inc. requesting that t/
pool the interests of well operators in the 80-acre

1991,
Board

I plus a

tolerance of 154) drilling units established for the )akwood

listrict
of the

Coalbed Methane Field in the South Grundy Magisterial I

of Bucharan County, Virginia. Notice of the filin
applicati >n herein and of the time, date and plac)
hearing ihereon was duly and properly given to e

operator >f record having an interest in the oil
underlying the tracts within the drilling unit covered

required by Section 45.1-361.19of the Code of Virgini

as amende i. The Board examined the Notice as given and

of the

,'h well

end gas

eby as

1950,
Further

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

to determine the names and whereabouts of well operatorS vho may

be affect!d by the pooling of oil and gas interests in the

drilling ~nit involved herein. The Board finds that Dry USA,

Inc. has exercised due diligence and has conducted a meui ingful

search of reasonably available sources at hand, includi >9, but

not limit.d to grantor/grantee indexes, will recor< s, tax
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records, :onversation and correspondence with interes)

and other available sources. The Board hereby appr4

)arties
ies the

notice given, by publication and otherwise, as mee) ng the

statutory requirements, rules of the Board and minimum $ 1 indards

of state aad federal due process, and finds that notice I is been

given in all respects as required by law and the rules ',f this

Board.

Based upon the evidence presented, the Board f is,s that

the fo 1 loiii ng named persons may be owners of occluded :oalbed

methane ga i interests below the Tiller seam of coal, w) Ich are

held pursuant to a lease or other agreement, in the Id illing
unit involred herein who have not voluntarily agreed,,o pool

their inte'ests in this unit for its development and opelr ition:

Buchanan County and/or Buchanan County School Board,
Gv undy, VA 24614.

Ba. ed upon the evidence presented, the Board finId, that,
in order tn avoid the drilling of unnecessary wells, prelude nt the

various tyIies of waste and protect the correlative right[
)wners and potential owners of occluded coalbed methane g,

respect to the drilling unit involved herein, the ow)s

iotentia 1 owners of occluded coa lbed methane gas involli

iave not heretofore reached an agreement with res)i
ievelopment and operation of the drilling unit covere$

hall be required to pool their coalbed methane gas inlt

lie low the Ti 1 1er seam of coal for the development o

of all

s with

"s and

ed who

ct to

hereby

!rests
this

ilrilling unit, upon the terms and conditions set out i i this
girder, al I of which terms and conditions are foundl, after
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consideration of the evidence presented in this cause, to be

supported )y substantial evidence and to be just, reasona ile and

n ethane

u >ity to

u i table

equitable snd such as will afford each occluded coalbed

gas owner and potential owner in this unit the oppor)
recover or receive each such well operator's just and e)
share of p 'oduction from this unit.

Ba led upon the evidence presented at the public
in this matter, the Virginia Gas and Oil Board o)
fo 1 1ows:

',liearing

hler s as

I Ive, i nIb

lalilished

$ .ne Gas

action of

dr ill,

( II The interests of well operators, as named a

this 80-ac"e (with a tolerance of 15%) drilling unit est
in the lan is involved herein for the Oakwood Coalbed Het

Field are hereby pooled for the development and oper
this unit. Oxy USA, Inc. is hereby authorized t
complete «nd operate a well in this drilling unit s) as to
produce occluded coa lbed methane gas from the pooled

acreage,

consistent wit the terms and provisions of its app lica)' we 11

work permit and the Oakwood Field Rules.

(2, Each owner or potential owner of occluded
methane ga! below the Tiller seam of coal involved herei3
than Oxy U! A, Inc. shall, within 30 calendar days after )
of mailing this Order, deliver to Oxy USA, Inc., P. 0. D)iwer (},
Richlands, VA 24634, a written election either to partli:ipate
in the operation of the well covered hereby or to exerc ie such

c oaibed

other

le date

well operaior's right of election under this order as des:ribed
below. A timely election shall be deemed to have been mnile if a

well operator on or before the last day of such 30 ca lend ir day
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period has sent such written election by telegram or (; legraph

to Oxy U 1A, Inc. or has had such written e lect i'o n duly

postmarked and has placed such written election in t$ United

States mail, first class, postage prepaid, duly addrp sed to

Oxy USA, Inc. at the address set forth above. the alt)
afforded to the well operators herein pooled are sl
below.

i natives

forth

Each occluded coalbed methane gas well operator or

potential well operator herein pooled claiming an inter) ~,t as to

the occluded coalbed methane gas below the Tiller seam i f coal

derived f om any tract within the drilling unit involvd< herein

is accorded the following options as to such interest:

(a) Particination: To participate in the'rking
interest is and the development of the occluded coalbed'ii ethane

gas below the Tiller seam of coal in the drilling unit i ivolved

herein by <greeing to pay such well operator's propose,ionate

part of the actual cost of drilling completing, eq) ipping,

operating, plugging and abandoning of the well covereP hereby

snd by paying as set forth herein, to Oxy USA, Inu,, such

owner's proportionate part of the $ 224,766.00 estimated 'cost of

iri 1 ling, completing, equipping, operating, plug)i ng and

<bandoning of the proposed well covered hereby. A parti( pating

well operator's proportionate part of the anticipated ,ost of

:ompletion and share of the production from such well sih Lll be

in the proportion that the number of net mineral acre)
iinit covered by the occluded coalbed methane gas rights b

in the

iined by



800K 381 PaGE 843

such party bears to the entire number of mineral acre in this

unit; or

(I) Carried interest: In lieu of participatii)i in the

the actual cost of drilling, completing, equipping, opgi ating,

plugging hand abandoning of such well allocable to such :arried

well operator's interest is charged against such carr);d we 11

operator' share of production from such well. All',f such

carried well operator's occluded coalbed methane gal rights
below the Tiller seam of coal in the pool in the drill.i ig unit

involved h.rein are relinquished under this order to I.
Inc. until the proceeds from the sale of the share of pr

iy USA,

pi uction

from such well accruing to such carried well operator's i leased

interest in the drilling unit involved herein, exclusivg of any

royalty, e,'.cess or overriding royalty, or other non-oper[ ing or

non-cost hearing burden reserved in any lease, as)i Inment

thereof or agreement relating thereto covering such in(t .rest,
equals thr< e hundred percent (300$) for a leased interest or two

hundred percent (2004) for an unleased interest of the slh ire of

the cost of drilling and completing the well allocable to the

occ luded coalbed methane gas interest of such carr 1(i,'well
sperator; plus one hundred percent ( 100%) of the lc,rried
sperator's share of the cost of surface equipment bey)
ve llhead c >nnection of such we 11 allocable to the int

iid the

t.st of

working interest in and the development of the pools n this

drilling unit, as set forth in subparagraph (i) above,i,o elect

to share in the operation of the well covered on a earring basis

(as a car "ied well operator) so that the proportionat) >art of
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such carrisd well operator; ~l s one hundred percent ( I 04) of

the share of the cost of operating such well allocable to the

occluded coa lbed methane gas interests of such car ri( d we 11

operator. Such carried well operator's proportionate iiart of

the costs i)f, and the production from, the well covered hereby

is to be in the proportion that the number of net minera acres

in the unii: covered by the occluded coalbed methane gas ii terest
owned or iiotenti a lly owned by such carried well operatoi bears

to the ent re number of mineral acres in such unit. Duri >g the

period of time, Oxy USA, Inc. is entitled to receiv ! such

carried well operator's share of production or the priiceeds

therefrom, Oxy USA, Inc . shall pay all applicable production,

severance, excise, gathering and any other taxes based u ion or

measured hy the value or amount of production and shall
separately calculate and pay to such carried well operatiir for

payment tii the appropriate owner any royalty, exci ss or

overriding royalty and any other non-operating or noii-cost

hearing burden reserved in any lease, assignment ther, of or

agreement rslating thereto which is deducted from the sh:re of

production of such carried well operator. Such royalty, ,xcess

or overrid ng royalty and other non-operating or non -cost
bearing bui den is not to be subject to any change for opei ating

costs. Payi>ent by Oxy USA, Inc. to such carried well opi,rator

of any suet royalty, excess or overriding royalty or othei non-

operating oi non-cost bearing burden shall be made within inety

(90) days after the end of the calendar month within whi:h the

production !ubject to such burdens is sold. Within sixty (60)



days after the completion of the well covered hereby,

Inc. shal furnish such carried well operator an inve

the equilment in and connected to such well and an

statement of the cost of drilling, completing and equipp

well for Production; and each month thereafter, during

Oxy USA, Inc. is being reimbursed as provided above, 0

Inc. shall furnish to such carried well operator an

statement of all such costs and liabilities incurred

operatior of such we 11, together with a statement

quantity of occluded coalbed methane gas produced theref

ixy USA,

tory of

Cemized

ng such

he time

.y USA,

temized

in the

of the

om and

luctionthe amoun

allocable
methane ga

USA, Inc.

of proceeds realized from the sale of the pr

to such carried well operator's occluded c

interest in the unit during the preceding mon

hall also furnish to the State Gas and Oil In

ia lbed

h. Oxy

)ector
ements

I 5 1 ons

sition

on on

such

as a

total
such

ribed

we 1 1

the

hall
such

for the Commonwealth of Virginia, copies of the same sta

furnished io each carried well operator under the pro

hereof. Any amount realized from the sale or other disp

sf equipmen,t newly acquired in connection with any operat
the well covered hereby which would have been owned b

:arried well operator had such owner participated therei
>articipat ing well operator shall be credited against th

unrecovered well costs in determining when the interest o

carried we' operator shall revert to such owner as des

above. Whsn Oxy USA, Inc. recovers from such carried
operator's relinquished interest provided for abov

relinquished interest of such carried well operator
cutomatically revert to such owner, and from and afte
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rest in

Chereto

ie been

y as a

ng and

all be

of the

participating well operator and shall own the same int

such well the material and equipment in or pertaining

and the I.roduction therefrom, as such owner would h

entitled to had such owner participated initial
participating wel 1 oper ator in the dri 1 1 ing, complet

equipping of such well; and thereafter, such owner s

charged with and shall pay the owner's proportionate par

further costs of the operation of such well.

(c) Cash Consideration: In lieu of particip

the working interests in and the development of dri lli
involved herein, any owner of an unleased interest may

receive a >um of ONE DOLLAR ($1.00) per net minera 1 acr

by such owner, plus a total royalty in the amount of on

of eight-eighths ( I/8 of 8/Sths) of the occluded coalbed

gas and gs s condensate produced from the well covered

Order, the same to be delivered into the lease tanks or i

pipelines to which such well is connected, free and clear

:osts, expenses and risks incurred in or in connectio

irilling, equipping, operating, completing, pluggi

sbandoning of such well. Any well operator electing this
>hall deliver under this order a net revenue interest of

>f 8/8ths of the occluded coalbed methane gas and gas cont

produced from the well covered by this Order, with su

ting in

g unit

lect to

owned

eighth

methane

y this

to the

of all

with

>g and

option

57.50%

.nsate

i h net

reversior, such carried well operator shall be trea .d as a

"evenue int.rest being determined by deducting from such

share of pi oduction the royalty provided for immediately

iind provide I further, that such royalty of I/8 of 8/8t

vner '

above;

s and
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such net revenue interest of 87.504 of 8/Bths sh all be

proportionstely reduced and payable only in the proporti ,'n that

the number of net mineral acres in the drilling unit cov ired by

the occlu(,'ed coalbed methane gas rights owned by suc > well

operator 1 ears to the entire number of mineral acres n this

unit; or

(3 i In the event a well operator, either an owne~ of an

occluded cualbed methane gas lease or an owner of an ur,leased

tract, who is subject to the provisions of this Order sha, 1 fail
to timely < nd properly elect, in writing, one of the app icab le

options as set forth above, such well operator shall be deemed

to have elacted not to participate in the working inte .st in

the well covered hereby and shall be deemed to have lea, ed his

interest in the occluded coalbed methane gas to the des iiinated

coalbed methane gas operator. In the event a well op

either an swner of an oil and gas lease or an owner

un leased t act, who is subject to the provisions of thi

shall elect to act as a participating well operator under

or 8.(i) above, whichever is applicable, but thereafter

refuse to pay or secure the payment of such well oper

proportiona:e part of the cost of the well covered hereby

forth in such provisions, such election to act

gator,

of an

order

!A.(i)
ii 1 or

tor's
is set

as a

sarticipat ng operator under this order shall be null an~ void

>nd such wc 11 operator shall become a carried well ops *ator

:onsistent with the terms and provisions of this Order.

(4) If any payment of bonus, royalty payment or )ther
>ayment due and owing under this Order cannot be made bi,cause
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the pers(n entitled thereto cannot be made certain

conflicting claims of ownership and/or a defect or clou

tile, then such case bonus, royalty payment or other

due to

on the

payment

shall be deposited into an escrow account within one hundred

eighty (I!'0) days after the date of this Order and shall not be

commingled with any funds of the applicant or unit o erator.
Such funds shall be held for the exclusive use of, aiid sole
benefit oi, the person entitled thereto until such fund can be

paid to sv ch person(s) or the holder relinquishes such fiends to

the Board as required by law of the Board. Attached her to is a

listing of all persons whose interest is uncertain.

If any person whose interest is pooled hereby rei >ses to

accept the cash bonus consideration or if any such person cannot

be paid the cash bonus, royalty payment or any other pay

hereunder for any reason other than the reasons set fort
the unit operator may deposit such cash bonus, royalty

.nt due

above,

payment

or other 1 ayment into an escrow account established in the

accountinii records of unit operator and such funds si all be

credited tn such account for the benefit of such person

funds so ( eposited in such escrow account shall be held

Such

or the

renefit of the person(s) entitled thereto until such fun is can

)e paid ta such person(s) or until they are required to e paid

Eo the Coma onwealth.

Within thirty (30) days of the expiration of any nnd all
election periods provided in paragraph 2, the desi nated
operator .,ha 1 1 tender to the State Gas and Oil Inspei tor a

notarized statement of all disputed claims, specif ically,

10



including a breakdown of the type of interest, mineral oi

and perceiitage of ownership. This statement shall be

creating and establishing the escrow accounts required

Order . If any changes in the status of conf li ct i ng

occur, the designated operator shall immediately not

State Gas and Oil Inspector and within thirty ( 30) days

an amended disputed claims statement.

nership

ised in

by this

claims

ify the

submit

of the

tof an

iayment

ccount

Within 30 days of receipt of a certified copy

final leg il determination of entitlement or upon recei

agreement signed by all claimants, the Board shall order

of principal and accrued interest from the escrow

described >bove to the all persons legally entitled ther

(5I Any well operator involved herein who

appeared iu response to the notice of hearing published p

to the provisions of Section 45.1-361.19, Code of Vi

1950, as amended, and whose identity or whereabouts

unknown at the conclusion of the hearing in this matter s

deemed to tave elected to lease his interest to the o

".oa lbed methane to the well operator designated to d

iescribed in paragraph I, under the same terms and condit

iet forth in paragraph (c) above. The designated well o

ihall deposit into a separate, distinct interest-bearing
,iccount established by the Virginia Gas and Oil Board w

"reasurer ot Virginia all proceeds attributable to the u

essor's interest. All sums so deposited shall be held

unknown les or's benefit and shall be deemed unclaimed pr

as not

rsuant

)inia,
.mains

all be

:luded

ll as

ons as

.rator
scrow

:h the

known

iver the

perty

11



( y mes payable by I xy USA,

Inc. under the provisions of 2(c) above, shall be
I

aid or

Order;

!leases
lved in

or if
tsoever

e. Oxy

into an

srds of

recount

>sited
>enef it
aid to

1 such

ion of

tendered within thirty (30) days after the date of thi

orovided, however, if the owner entitled to such funds

the same, or if such owner's interest in the unit inv

this causa has a defect or cloud in the title ther et
such owner cannot be paid such funds for any reason wh

other than the reasons set forth in paragraph 2 or 3 abo

USA, Inc. may deposit (credit) such funds due such party

internal escrow account established in the accounting re

Oxy USA, inc. and such funds shall be credited to such

for the tenefit of such owner. Such funds so de

(credited i in such escrow account shall be held for the

of the own.r entitled thereto until such funds can be

such owne", or such owner accepts such funds, or unt

title defe:t or cloud is cured or removed to the satisfac
Dxy USA, Inc..

and dispo >ed of pursuant to the Uniform Disposition of iiclaimed

Property dict (Section 55-210.1, et ~s.)
U) An cash bonus which beco

(7, Oxy USA, Inc., in addition to any other
afforded such party under the laws of Virginia, shall

lien on the mineral leasehold estate or rights owned

other we 1 1 operators involved herein in the unit covered

and upon their shares of the production from the we 11

sereby to the extent that costs incurred in the developm

sperat ion sf the drilling unit involved herein are a

>gainst su:h interests. Such liens shall be separabl

i ights
have a

iy the

hereby

overed

nt and

har ge

as to

12



each separate well operator and shall remain a lien uni,il all
costs incui red in connection with the well have been paid Upon

the failure or refusal of any participating well operator to pay

such well operator's participating part of any cost iicurred

hereunder n connection with the well covered hereby, sh sll be

entitled to receive the share of production from t . well

accruing to such defaulting participating well

operator�

's
interest in the unit involved herein, or the proceeds fry;m such

share, until such proportionate part of such cost has been paid.

No part af the production or proceeds accruing

participating well operator shall be applied toward pay

costs char Ieable to any other interest in such unit.
participating well operator fails or refuses to pay suc

operator's proportionate share of the cost incurred her eu

o any

nt of

if any

we 1 1

ier in

connection vith the well covered hereby within sixty (60, days

after rend ition of a statement therefore by Oxy USA, Inc , the

non-defaulting participating well operators, inc 1

3xy USA, Inc., shall, upon request by Oxy USA, Inc., p

snpaid amount in the proportion that the interest of eac

son-defau li ing participating we 11 operator bears to the

interests of all such non-defaulting well operators. I

iiding

iy the

such

total

such

.vent, each non-defaulting participating well operator so :aying

>uch well oierator's share of the unpaid amount shall, to i'btain

eimbursem snt thereof, be subrogated to the lien r ghts
iescribed above.

(8) If the well involved herein has not been corn enced

ns of the date of this Order, shall commence or cause o be

13
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commence i operations on such wel 1 within thr ee hun'd ed and

sixty-fiv< days (365) from the date of this Order anid in any

event, shall continue or cause to be continued operatio s under

this Order with due diligence; otherwise, the provisions thereof

shall be inoperative and this Order shall terminate, exi;ept for

any cash sums becoming payable hereunder, unless the ,ime of

commencement of such operations is extended by an ordei of the

Board.

(9) Oxy USA, Inc. shall, within thirty (30) day , after

completio s, tender to the State Gas and Oil Inspect or, an

itemized statement reflecting the actual cost of dr lling,
equipping, completing, plugging and abandoning th< well.
Additional itemized statements reflecting actual operatir I costs

shall be 'urnished to the State Gas and Oil Inspectc r on a

quarterly basis. If the actual cost of drilling, coelp leting,

equipping, plugging an abandoning the well is different than

Dxy USA, Inc.'s estimates, appropriate adjustments to the

burdens i>iposed on each participating or carried ope»tor's
share shall be made.

( IU) Oxy USA, Inc. shall cause a certified copy <if this
)rder to be mailed to the last known address of ea< h well

operator a. listed in this Order.

Th< relief grated by this Order is to avoid the dii lling
of unnecessary wells, prevent the various types of wa te or
iiccluded coalbed methane gas and protect the correlative rights
iif all owners with respect to the pools in the dri 1 1 iin I unit
nvolved herein.

14
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Done and executed this +~day of P8A4lh-
1991, by a majority of the Virginia Gas and Oil oard.

CHA IRMA l
Dor e and performed this g~ day of ¹lk4M, 991 by

Order of this Board.

ginia G

7

he Sta&
Board

15
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State of VirginkaC
County of ghshis Stoa

acknowledged cti this 2ath day of october 1992
personally befi>re me a notary public in and for the State of Vi&2 nia
~ppttared genny 'fampler, being duly sworn did depose and say that b is
Chairman of tbe Virginia Cas and Oil Soard, that he enecuted the seta and
was~thoriaed to do o.
Z(fi'n i . C

Ifisne gamin
Notary Public
My coned.anion er Sires 9/23/92

State of Virginia
Cotetty of ghshin Iten

acknowledged on this 24th day of October, 199/
pergonally befcre me a notary public in and for the State of Virjt aia
appeared gyron 2 ~s Palmer, being duly sworn did depose and say that 2 is
P ipal gaecutLve to tbe Staff of the Virginia Gas and Oil guard, tht he
e ted sem uns authorised to do so.

/ 2J 3/DAM

Hy coieaion ex aires 9/23/92

VIRGINIA. In the Cia k'e Ofgce of the Cbeuit of Buchanan County. The foregoing hwtrutu ct
wae this day preemted in SNSe aforendd with the certjjcste of achnowledlncat anedr I I,
~dstitlad to~ca'K V.....
Dead Boot NodÃL~ P tge No.

TESTE: .....g. Q,..., .....,Cht
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