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VIRGI|INTIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD i
IN RE: \
Application of Oxy USA, Inc. |
for Forced Pooling of Interests in a Drilling Ur

Affected by Well Number CMB W-12, VGOB No. 91-1015-1
South Grundy Magisterial District of Buchanan Cou

Virginia

it
5 in the

Y,

THIS CAUSE came on this 15th day of October, 1991, upon

the appl
the interests of owners in the 80-acre drilli

established for the Oakwood Coalbed Methane Field in t

ication of Oxy USA, Inc. requesting that this é%ard pool
1g units

he South

Grundy Magisterial District of Buchanan County, Virginia.

Notice of the filing of the application herein ar
time, date and place of the hearing thereon was‘

properly|given to each owner of record having an inter4

oil and| gas underlying the tracts within the drili

covered

Virginia, 1950 as amended.

The Board examined the

given and further conducted inquiry into the sufficien

USA, Inc.’s search to determine the name and where

owners who may be affected by the pooling of oili

interestsg in the drilling unit involved herein.

The Bo

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

a meaningful search of reasonably available sources

includinF, but not limited to grantor/grantee index

records

,| tax records, conversations and corresponde

—— g

ing unit

*ereby as required by Section 45.1-361.19 of thﬁ Code of

otice as

y of Oxy

bouts of

and gas
rd finds

onducted

t hand,
s, will

ce with




interested parties and other available sources.
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e Board

hereby approves the notice given, by publication and dtherwise,

as meeting the statutory requirements, rules of the

minimum| standards of state and federal due process,

that notice has been given in all respects as requirgd by law

and the [rules of this Board.

the follpwing named persons may be owners of coalbed methane gas

interest
involve
interest

1.

2.

3.

herein who have not voluntarily agreed to

in this unit for its development and operati

Garden Realty Corporation, c/o Ms. Betty Boyd King,
2370 Lindhurst Avenue, Winston-Salem, NC 27103

|
Consolidation Coal Company, 1600 Washingﬂon Road,
Pittsburgh, PA 15241 L
Columbia Natural Resources, Attention Mr. R.|
Esquire, P. 0. Box 6070, Charleston, WV 253

Edwards,
2-0070

Ba%ed upon the evidence presented, the Board fimds that,

in order

to avoid the drilling of unnecessary wells, prevent the

various types of waste and protect the correlative righits of all

owners and potential owners of coalbed methane gas with| respect

to the drilling unit involved herein, the owners and potential

owners of
reached
of the dp
their co

coal for

coalbed methane gas involved who have not heretofore
an agreement with respect to development and dperation

illing unit covered hereby shall be required|to pool

albed methane gas interests below the TilleT seam of

the development of this drilling unit, upon tﬂe terms

[
2 |
|




and conditions set out in this order, all of which

conditipns are found, after consideration of the
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terms and

vidence

present#d in this cause, to be supported by substantiall evidence

and to be just, reasonable and equitable and such as willl afford

each coalbed methane gas owner and potential owner in]
the opportunity to recover or receive each such owner s

equitabﬂe share of production from this unit.

|
l

his unit

just and

Based upon the evidence presented at the public h#aring in

this matft

(1)

The interests of owners, as named above, in[

acre drilling unit established in the lands involved ﬁ

the Oakwood Gas Field are hereby pooled for the develo

operation of this unit. Oxy USA, Inc. is hereby aut%
drill, complete and operate a well in this drilling u#
to produce coalbed methane gas from the pooled E

consistjit with the terms and provisions of its applic%

work pe

(2)

below the Tiller seam of coal involved herein, other\

USA, Inci.

receipt d

it and the Oakwood Field Rules.

Each owner or potential owner of coalbed meﬂ

|
, shall, within 30 calendar days after the

er, the Virginia Gas and 0il Board orders as f:llows:

this 80-
rein for
ent and
rized to
it so as
creage,

ble well

nane gas
than Oxy
date of

f this Order, deliver to Oxy USA, Inc., P. O. Frawer Q,

Richlandq, VA 24641, a written election to either participate

in the o]
owner'’s r
A timely

on or bef

peration of the well covered hereby or to exer

election shall be deemed to have been made if

pbre the last day of such 30 calendar day per

ight of election under this Order as describel

ise such
below.
L owner,

od, has




e e e e~ B
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sent such written election by telegram or telegraph tg Oxy USA,

Inc. or

placed Luch written election in the United States

has had such written election duly postmark and has

i1, first

class, postage prepaid, duly addressed to Oxy USA, Ing¢. at the

addres]eset forth above. The alternatives afford'd to the

owners

Ea
pooled c
the Til
drilling
as to su

(a

interest

rein pooled are set forth below. i
ch coalbed methane gas owner or potential ow%Lr herein
laiming an interest as to the coalbed methane gas below
ler seam of coal derived from any tract wﬁthin the
unit involved herein is accorded the followinﬁ options
ch interest: |

) Participation: To participate in the |working
|

in and the development of the coalbed methane‘

the Till

agreein

r seam of coal in the drilling unit involved

to pay such owner'’'s proportionate part of

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

abandoning of the well covered hereby and by paying as

g8et forth

herein, to Oxy USA, Inc., such owners's proportionatg part of

the $249,209 estimated cost of drilling, completing, equipping,

operating, plugging and abandoning of the proposed well| covered

hereby.

anticipa

A participating owner’s proportionate part of the

ted cost of completion and share of the production from

such welll shall be in the proportion that the numbeb of net

mineral
rights o

acres in

cres in the unit covered by the coalbed methane gas
ed by such party bears to the entire number of| mineral

this unit; or




(h) Carried interest:

working |{interest in and the development of the pool

darillin
to shar

(as a
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unit, as set forth in subparagraph (a) above,

In lieu of participatiing in the

in this

to elect

in the operation of the well covered on a carnied basis

arried owner) so that the proportionate pagt of the

actual cost of drilling, completing, equipping, oﬁ rating,

pluggin

owner’s l[interest is charged against such carried owne#

of production from such well. All of such carrie#

and abandoning of such well allocable to suc

carried
's share

owner's

coalbed methane gas rights below the Tiller seam of co#l in the

pool in the drilling unit involved herein are relinquis

this Orifr to Oxy USA, Inc. until the proceeds from th#

the sharxe of production from such well accruing to suc

hed under

sale of

h carried

owner’s unleased interest in the drilling unit involveﬂ herein,

exclusive of any royalty, excess or overriding royalty,

non-opeiIting or non-cost bearing burden reserved in an

assignm
interest
interest

of the s}

allocable to the coalbed methane gas interest of suc

owner; pl

share of

connecti
carried

the cost

nt thereof or agreement relating thereto cove:

|
, equals three hundred percent (300%) for T
or two hundred percent (200%) for an unleased

lare of the cost of drilling and completing

us one hundred percent (100%) of the carried

pn of such well allocable to the interest

owner; plus one hundred percent (100%) of the\

of operating such well allocable to the coalbe

or other
y lease,
ring such
leased
interest

the well

H carried

owner'’s

the cost of surface equipment beyond the wellhead

jof such

share of

methane
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gas interests of such carried owner. Such carriJi owner's

proportionate part of the cost of, and the productio

from the

well covered hereby is to be in the proportion that the number

of net mineral acres in the unit covered by the coalb

gas intlerest owned or potentially owned by sucﬁ

methane

carried

owners hears to the entire number of mineral acres in Huch unit.

During the period of time Oxy USA, Inc. is entitled #o receive

such carried owner'’s share of production or thelproceeds

therefrom, Oxy USA, Inc. shall pay all applicable p*
severance, excise, gathering and any other taxes base
measured by the value or amount of production a

|
separatelly calculate and pay to such carried owner fo*

pduction,

upon or

nd shall
payment

to the appropriate owner any royalty, excess or oY

royalty and any other non-operating or non-cost beari
reserved in any lease, assignment thereof or agreemenﬁ
thereto which is deducted from the share of productioi
carried |owner. Such royalty, excess or overriding |
other non-operating or non-cost bearing burden is

subject |[to any change for operating costs. Payment by
i

Inc. to |such carried owner for any such royalty, e

overriding royalty or other non-operating or non-cos

burden shall be made within ninety (90) days after th
the calepdar month within which the production subjec

burdens is sold. Within sixty (60) days after the comp]

erriding

burden
relating
of such
alty and
bt to be

Oxy USA,

cess oOr
bearing
end of
to such

tion of

the well covered hereby, Oxy USA, Inc. shall furanh such

carried 4wner an inventory of the equipment in and connécted to
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such well and an itemized statement of the cost of‘drilling,

completing and equipping such well for production; land each

month thereafter, during the time Oxy USA, Inc. |is being

reimbursed as provided above, Oxy USA, Inc. shall fﬁrnish to

such carried owner an itemized statement of all such\:oata and

es incurred in the operation of such well,itogether

atement of the quantity of coalbed methane gad produced
|

and the amount of proceeds realized from the sale of

the production allocable to such carried owner'’s coalbed methane

in determining when the interest of such carried owrner shall
revert tg such owner as described above. When Oxy U:
recoversg from such carried owner’s relinquished interest
provided |for above, the relinquished interest of such\carried
owner shall automatically revert to such owner, and {from and

after sudh reversion, such carried owner shall be trea*ed as a

participating owner and shall own the same interest||in such

well, thel material and equipment in or pertaining theHeto and




the prod

I
to had such owner participated initially as a partF

owner i
and the
the owne
of such

(c

working

involvec

receive
by such
of eight

gas cond

same to

to which

expenses

[
|

|
||
I

uction therefrom, as such owner would have bee# entitled

cipating

such well;
shall pay
r’s proportionate part of the further costs of

n the drilling, completing and equipping of

eafter, such owner shall be charged with and
pperation
well.
) Cash Consideration: In lieu of participat*ng in the
interests in and the development of the dril”ing unit
I herein, any owner of an unleased interest may|elect to

a sum of ONE DOLLAR ($1.00) per net mineral adre owned

owner, plus a total royalty in the amount of & e-eighth

-eighths (1/8 of 8/8ths) of the coalbed methane| gas and

ensate produced from the well covered by the Order, the

be delivered into the lease tanks or into the ﬁ#pelines

such well is connected, free and clear of ahl costs,

and risks incurred in or in connection with &rilling,

equippi

such well.

this Order a net revenue interest of 87.50% of 8/8tt

, operating, completing, plugging and abandoning of

Any owner electing this option shall deliﬂ,r under

s of the

coalbed methane gas and gas condensate produced fromithe well

covered by this Order, with such net revenue interd

determin
the roy

further,

interest

and payal

t being

by deducting from such owner’s share of pr@duction

alty provided for immediately above; and |

rovided

that such royalty of 1/8 of 8/8ths and such ne# revenue

of 87.50% of 8/8ths shall be proportionatel* reduced

ble only in the proportion that the numbe4 of net

|
|
I
|




mineral acres in the drilling unit covered by tﬂ coalbed
methane| gas rights owned by such owner bears to t entire

number gf mineral acres in this unit; or

(3) In the event a owner, either an owner of coalbed
methanj gas lease or an owner of an unleased tracl, who is
subject [to the provisions of this Order shall fail to I mely and
properly elect, in writing, one of the applicable opti‘ s as set
forth above, such owner shall be deemed to have electdd not to
participate in the working interest in the well covex d hereby
and shalll be deemed to have leased his interest in thg coalbed
methane |gas to the designated coalbed methane gas opergator. In

1
the event a owner, either an owner of an oil and gas lq se or an

owner oT}an unleased tract, who is subject to the proﬁ sions of

this Order shall elect to as a participating owner under 2(a)

above, but thereafter fails or refuses to pay or sefure the
payment of such owner’s proportionate part of the coé of the
well covered hereby as set forth in such provisi&ns, such
election |to act as a participating operator under tﬂls Order
shall be| null and void and such owner shall become % carried
owner consistent with the terms and provisions of this frder.

(4) If any payment of bonus, royalty paymentlor other
payment due and owing under this Order cannot be made‘because
the perj:n entitled thereto cannot be made certaiH due to

conflicting claims of ownership and/or a defect or clouh on the

title, then such cash bonus, royalty payment or othe# payment

shall be deposited into an escrow account within one/|hundred

|
|




eighty

commingled with any funds of the applicant or unit f

Such fu)
benefit
paid to

the Boar:i
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180) days after the date of this Order and sh%

11 not be
perator.

and sole

nds shall be held for the exclusive use of,
pf, the person entitled thereto until such fun

such person(s) or the holder relinquishes aucﬂ

s can be

funds to

d as required by law of the Board.

If there are conflicting claims as to the

iawnership

of any OF the coalbed methane gas underlying any of tﬂp tracts

in this
escrow af
Board, &
reuired 1}
effect o

escrow acd

claims;

unit, the owner shall deposit into an intere&
ccount, with an escrow agent to be designate#
111 funds attributable to the conflicting c#
py Section 45.1-361.22 of the Code of Virgiﬁ
n the date of this Order. The owner shall pay

rcount costs or proceeds attributable to the cor

any money paid by a person claiming a ca

L-bearing
by this

aims, as

a as in

P

into the

iflicting

|ntested

ownership interest as a particiapting owner’s share of ﬁhe costs

as requij
attributa
excess d
participa
held for
entitled

(5)
all elect
owner sh

notarizec

red by this Order; and one-eighth of all

ble to the conflicting interest plus all pro

)f ongoing operational expenses attributa

‘proceeds
teeds in

le to a

ting or non-participating owner. Such funds

thereto until such funds can be paid to such p

all tender to the State Gas and 0il Ins

| statement of all disputed claims, speci

10

Within thirty days (30) of the expiration of

hall be

the exclusive use of, and sole benefit of, thl persons

son(s).

any and

ion periods provided in paragraph 2, the deHignated

jactor a

rcally,
|

|
i
|
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~

||
including a breakdown of the type of interest, mineral‘ownership

and percdentage of ownership. This statement shall H

creatinF
Order.
occur, ¢t

Gas and

amended disputed claims statement.

to accep

used in

and establishing the escrow accounts requir by this

If any changes in the status of conflictiﬂ claims

he designated owner shall immediately notify |the State

|
0il Inspector and within thirty (30) days ﬁubmit an

(6)) If any person whose interest is pooled hereby refuses
t the cash bonus consideration or if any surh person
e paid the cash bonus, royalty payment or y other

cannot b
payment
forth ab

royalty

established in the accounting records of the unit ope

such fun

shall b

ove, the unit operator may deposit such ca%
payment or other payment into an escrowiaccount
tor and

ds shall be credited to such account for the nefit of

such peijons. Such funds so deposited in such escro# account

held for the benefit of the person(s) entitled thereto

until such funds can be paid to such person(s) or until/|they are

required

(6)
copy of
receipt ¢

order pa

|
Within thirty (30) days of receipt of a ¢

to be paid to the Commonwealth.

rtified

the final legal determination of entitlemenf or upon
f an agreement signed by all claimants, the Bo'rd shall

yment of principal and accrued interest from the escrow

account Jescribed above to all persons legally entitled fthereto.

(7)

response

Any owner involved herein who has not appgared in

to the notice of hearing published pursuanﬂ to the

11 |




__________ - wl“

|

300k 383 rie 281 I

|
provisions of Section 45.1-361.19, Code of Virginial, 1950 as
amended,| and whose identity or whereabouts remains unknown at
the conclusion of the hearing in this matter shall be[deemed to
have elerted to lease his interest to the coalbed methAne to the
owner deLignated to drill as described in paragraph 1,‘1nder the
same terms and conditions as set forth in paragraph (&) above.
The designated owner shall deposit into a separate,|distinct
interest+bearing escrow account established by the Vir|‘nia Gas
and 0il Board with the Treasurer of Virginia all jproceeds

attribut

deposited shall be held for the unknown lessor’s

shall be

deemed unclaimed property and disposed of pu? uant to

the Uniflorm Disposition of Unclaimed Property Act (Segtion 55-

210.1, et seq.) |

(8)

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

within t

however,

or 1f su

Any cash bonus which becomes payable by Oxy FSA, Inc.

rendered

hirty (30) days after the date of this Order; grovided,

if the owner entitled to such funds releases t

e same,

ch owner’s interest in the unit involved in tﬁis cause

has a deflect or cloud in the title thereto,

the reas

orif sh

s set forth in paragraph 2 or 3 above.

may deposit (credit) such funds due such party into an“

escrow acpount established in the accounting records of{

Inc. and|such funds shall be credited to such accoun

benefit of such owner. Such funds so deposited (cred

12
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such estrow account shall be held for the benefit of||{the owner

entitled

thereto until such funds can be paid to such lowner, or

such owner accepts such funds, or until such title defect or

cloud is
(9)
afforded

lien on

cured or removed to the satisfaction of Oxy U

Oxy USA, Inc., in addition to any other rights
such party under the laws of Virginia, shalll have a

the mineral leasehold estate or rights own‘d by the

other owners involved herein in the unit covered herebﬁ and upon

their shares of the production from the well coveredtlereby to

the extent that costs incurred in the development and &peration

of the drilling unit involved herein are a charge against such

interests.

Such liens shall be separable as to eachlfeparate

owners and shall remain a lien until all costs in?urred in

connection with the well have been paid. Upon the f#ilure or

refusal

of any participating owner to pay such‘owner’s

participating part of any cost incurred hereunder in cdlnection

with the

share of

well covered hereby, shall be entitled to re*eive the

production from the well accruing to such déﬁaulting

particippting owner’s interest in the unit involved harein, or

the proceeds from such share, until such proportionate|part of

such cos
accruing
payment ¢
If any pa
proportio
with the

|
t has been paid. No part of the production or‘kroceeds

to any participating owner shall be applie% toward
pf costs chargeable to any other interest in B+Lh unit.
rticipating owner fails or refuses to pay suchiowner's
nate share of the cost incurred hereunder in cohnection
well covered hereby within sixty (60) da F after

a |




|
|
|
|

renditipn of a statement therefore by Oxy USA, Inc., the non-
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o)

defaulting participating owners, including Oxy USA, Iﬂ . shall,

upon reguest by Oxy USA, Inc., pay the unpaid amounpt in the
proportion that the interest of each such non-d% aulting

participating owner bears to the total interests off all such

|
non-defaulting owners. In such event, each non~quaulting

participating owner so paying such owner’s share of the unpaid

amount shall, to obtain reimbursement thereof, be subr#gated to

|
the lien| rights described above.

(10) If the well involved herein has not been c

of the date of this Order, shall commence or cause to be

commenced operations on such well within three hundred and

event, shall continue or cause to be continued operatid s under
this Order with due diligence; otherwise, the provision‘ thereof
shall be | inoperative and this Order shall terminate, exgtept for
any cash sums becoming payable hereunder, unless thﬁ time of
commencenent of such operations is extended by an Ordq: of the

Board. l

Oxy USA, Inc. shall, within thirty (30) days|, after
completion, tender to the State Gas and 0il Inspegtor, an
itemized| statement reflecting the actual cost of dﬁ'lling,
equipping, completing, plugging and abandoning tle well.
Additionall itemized statements reflecting actual operatihg costs
shall be furnished to the State Gas and 0il Inspec*or on a

quarterly| basis. If the actual cost of drilling, comﬁleting,

14




equippi
Oxy USA

24

(P L L
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ng, plugging and abandoning the well is diff

, Inc.’s estimates, appropriate adjustmen

burdens| imposed on each participating or carried

rent than
8 to the

berator'’'s

share shall be made.

(11) Oxy USA, Inc. shall cause a certified coLy of this
Order o be mailed to the last known address||of each
owner ag listed in this Order.

The relief granted by this Order is to avoid the|drilling
of unnecessary wells, prevent the various types of|waste or
coalbed methane gas and protect the correlative rights of all
owners with respect to the pools in the drilling uniT involved
herein. - ‘4

Dgne and executed this 4322 day of 1991,

by a majprity of the Virginia Gas and 0il Board.

Do
1991, by

e

>l

IRMAN

b=
ne and performed thisagkg day of/ﬁzgc@%'

Order of this Board.

/.

Pr¥ncipal Executive t

15

Vifginia Gas ang 0il B Frd

Staff
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State of Virginia
County of Washipgton

A?,k:;;pwledged an this 22nd day of November ,» 199 -
B prsqnally befiore me a notary public in and for the State of Virglinia
o } zZed Benny Wampler, being duly sworn did depose and say that is
§E$:* gAY 0! e Virginia Gas and 0il Board, that he executed the s and
| :
ot (D
A
"’4-’{/

State of Virginia
County of Washington

Acknowledged on|this 22nd day of November » 1991
personally befpre me a notary public in and for the State of Virgaria

pggﬁred Byron Thomas Fulmer, being duly sworn did depose and say that he is
rinc pQ} Execu-ive to the Staff of the Virginia Gas and 0il Board he

\“\“

tha

e ? -"’ / 2L

_3 o 5. . »:
e i i T T
LW "‘? N priy = 3

X - pires 9/23/92
-",’ o ‘-"Dooo-.“"\“‘ &

“, fr;h ﬁ: i f \\\‘

Mhsgry ™

|
1
k’s Office of the Circuit Court of Buchanan County. The foregoing instrumg
flice aforesaid an ther wi h the certj cate of acknougd%nent nex

VIRGINIA. In the Cle
was this day presented in
admitted to record 5 i o yof . . ] 0¥
Deed Book No...3.5 2and Phge No.ot 10 __
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