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V IRGINIAI
BEPORE TEE VIRGINIA GAS AND OIL BOARD

IN REa

Application of Oxy USA, Inc.
for Porced Pooling of Interests in a Drilling i it

Affected by Well Number CMB W-12, VGOB No. 91-1015- l 5 in the
South Grundy Magisterial District of Buchanan Co ~ty,

Virginia

THIS CAUSE came on this 15th day of October,l:,991, upon

the application of Oxy USA, Inc. requesting that this lH ~ard pool

the i.nterests of owners in the 80-acre drillli,ig units
establisaed for the Oakwood Coalbed Methane yield inl'e South

Grundy Magisterial District of Buchanan County, Virgi)
Noaice of the filing of the application herein $il d of the

oil and gas underlying the tracts within the drigling unit

covered hereby as required by Section 45.1-361.19of +ii Code of

Virginia, 1950 as amended. The Board examined thel llotice as

given ancI further conducted inquiry into the sufficiegc r of Oxy

USA, Inc.'s search to determine the name and where >outs of

owners who may be affected by the pooling of oil and gas
interests in the drilling unit involved herein. The p, rd finds

that Oxy USA, Inc. has exercised due diligence and hasii onducted

a meaninIful search of reasonably available source) at hand,

including, but not limited to grantor/grantee inde) s, will
records, tax records, conversations and correspond$ iice with

time, d ate and place of the hearing thereon wag duly and

properly given to each owner of record having an inte it in the
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interes ted parties and other available sources ..The Board

hereby approves the notice given, by publication andi i,therwise,

as meeting the statutory requirements, rules of theI lioard and

minimum standards of state and federal due process) and finds

that notice has been given in all respects as requiri d by law

and the rules of this Board.

Based upon the evidence presented, the Board finds that

the following named persons may be owners of coalbed 4cishane gas

interests below the Tiller seam of coal in the drii ing unit

involve<I herein who have not voluntarily agreed to ip col their

interests in this unit for its development and operatic sc

1. Garden Realty Corporation, c/o Ms. Betty ~E >yd King,
2370 Lindhurst Avenue, Winston-Salem, NC g7 i03

2. Consolidation Coal Company, 1600 Washin)ton Road,
Pittsburgh, PA 15241

3. Columbia Natural Resources, Attention Mr. g. Edwards,
Esquire, P. 0. Box 6070, Charleston, WV 25I3ii2-0070

Ba,>ed upon the evidence presented, the Board fliiids that,
in order to avoid the drilling of unnecessary wells, pkiivent the

various types of waste and protect the correlative rig)I.s of all
owners arid potential owners of coalbed methane gas witlh respect
to the drilling unit involved herein, the owners and'tential
owners of coalbed methane gas involved who have not hIs .-etofore

reached an agreement with respect to development and'i peration

of the drilling unit covered hereby shall be required to pool

their coalbed methane gas interests below the Till): seam of
coal for the development of this drilling unit, upon It ie terms
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and conditions set out in this order, all of which terms and

conditions are found, after consideration of th4 evidence

presentsd in this cause, to be supported by substanti41 evidence

and to ke fust, reasonable and equitable and such as y. 11 afford

each co,albed methane gas owner and potential owner iB this unit

the oppcrtunity to recover or receive each such ownez<s )ust and

equitable share of production from this unit.
Based upon the evidence presented at the public:h earing in

this matter, the Virginia Gas and Oil Board orders aalu )llowss

(I) The interests of owners, as named above, 14 this 80-

acre drilling unit established in the lands involved l? >rein for

the Oakw >od Gas Field are hereby pooled foz the devel4},ment and

operatic n of this unit. Oxy USA, Inc. is hereby autlhi>rized to
drill, cisaplete and operate a well in this drilling nn it so as

to prod ace coalbed methane gas from the pooledi,creage,
consistent with the tezms and provisions of its applids )le well

work pezid.t and the Oakwood Field Rules.

(2', Each owner or potential owner of coalbed melt sans gas

below the Tiller seam of coal involved herein, otheg than Oxy

USA, Inc., shall, within 30 calendar days after th) date of
receipt cf this Order, deliver to Oxy USA, Inc., P. O. 1 rawer Q,

Richlands, VA 24641, a written election to either pagl,icipate
in the o]>eration of the well covered hereby or to exeg<, ise such

owner's right of election under this Order as describ$ below.

A timely election shall be deemed to have been made if s owner,

on or bef ire the last day of such 30 calendar day pe).iod, has
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sent su"h written election by telegram or telegraph 4'Oxy USA,

Inc. or has had such written election duly postmarkleil and has

placed such written election in the United States mill, first
class, Eostage prepaid, duly addressed to Oxy USA, Ini;. at the

address set forth above. The alternatives afford»d to the

owners herein pooled are set forth below.

Bach coalbed methane gas owner or potential +~sr herein

pooled claiming an interest as to the coalbed methanei, as below

the Tiller seam of coal derived from any tract Within the

drilling unit involved herein is accorded the followimi: options

as to su."h interests

(a) Particinations To participate in thai working

interest in and the development of the coalbed methane <as below

the Tilbsr seam of coal in the drilling unit involved '.h srein by

agreeing to pay such owner's proportionate part of tt ie actual

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

abandoning of the well covered hereby and by paying asia,et forth

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

the $249,209 estimated cost of drilling, completing, A,uipping,

operatinc, plugging and abandoning of the proposed well covered

hereby. A participating owner's proportionate pg : of the

anticipated cost of completion and share of the produclt .on from

such well shall be in the proportion that the numb), of net
mineral acres in the unit covered by the coalbed me( iane gas

rights owned by such party bears to the entire number 4).'mineral

acres in this unitr or
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(k ) Carried interests In lieu of participa". ng in the

in thisworking interest in and the development of the pool

drillin I unit, as set forth in subparagraph (a) abov

to share in the operation of the well covered on a ca):
(as a carried owner) so that the proportionate p

actual cost of drilling, completing, equipping,

pluggin« and abandoning of such well allocable to s)
owner's interest is charged against such carried own/

of production from such well. All of such carri)
coalbed sethane gas rights below the Tiller seam of c4
pool in the drilling unit involved herein are relinqu

this Ordsr to Oxy U&a, Inc. until the proceeds from t)
the sha) e of production from such well accruing to s

owner's mleased interest in the drilling unit involv

exclusiv« of any royalty, excess or overriding royalt
non-operating or non-cost bearing burden reserved in s

to elect
ied basis

it of the

orating,
i:h carried
i's share

owner's

1 in the

c >ed under

sale of
c i carried

herein,

g, or other

.n p lease,

interest or two hundred percent (200S) for an unleasei interest
of the share of the cost of drilling and completing :he well

allocable to the coalbed methane gas interest of su. carried

owner; p]us one hundred percent (100%) of the carrip owner's

share oi:'the cost of surface equipment beyond th) irellhead

connectim of such well allocable to the interes) of such

carried owner; ~ one hundred percent (100%) of th» share of
the cost of operating such well allocable to the coal&el methane

assignment thereof or agreement relating thereto cove ing such

interest, equals three hundred percent (300%) forl leased
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gas in>.crests of such carried owner. Such carries

proportionate part of the cost of, and the producti

well covered hereby is to be in the proportion that

l owner's

from the

ihe number

of net Nineral acres in the unit covered by the coalbeil methane

a id shallmeasured by the value or amount of production
separately calculate and pay to such carried owner f
to the appropriate owner any royalty, excess or )
royalty and any other non-operating or non-cost bear]
reservec. in any lease, assignment thereof or agreemeg

thereto irhich is deducted from the share of producti)
carried owner. Such royalty, excess or overriding

other ncn-operating or non-cost bearing burden is
subject to any change for operating costs. payment

Inc. to such carried owner for any such royalty,
overriding royalty or other non-operating or non-co

burden a)all be made within ninety (90) days after
the caleadar month within which the production subfe)
burdens is sold. Within sixty (60) days after the c
the wel) covered hereby, Oxy USA, lnc. shall fur
carried cwner an inventory of the equipment in and con

payment

~erriding

i~g burden

relating

of such

ralty and

)t to be

Oxy USA,

icess or
bearing

> end of

to such

stion of

a,.sh such

a»cted to

gas interest owned or potentially owned by sue)i carried
owners kears to the entire number of mineral acres in~iiuch unit.

During :he period of time Oxy USA, Inc. is entitled i o receive

such ca::ried owner's share of production or th) proceeds

therefrom, Oxy USA, Inc. shall pay all applicable > xluction,

severancs, excise, gathering and any other taxes basei upon or
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such we.'.1 and an itemised statement of the cost oi'rilling,
complet:.ng and equipping such well for production; and each

month thereafter, during the time Oxy USA, Znci

reimbursid as provided above, Oxy USA, Inc. shall
such ca> ried owner an itemised statement of all suc

is being

i:rnish to
:osts and

liabilitLes incurred in the operation of such well, together

with a s'.atement of the quantity of coalbed methane gai produced

therefrea and the amount of proceeds realised from th<~ sale of

the production allocable to such carried owner's coal il methane

gas inte:mst in the unit during the preceding month. I )xy USA,

Inc. shill also furnish to the State Gas and Oil Ines»ctor for

the Comsonwealth of Virginia, copies of the same st itements

furnished to each carried owner under the provisioni hereof.

Any amount realised from the sale or other dispou tion of

equipment newly acquired in connection with any operat

well cowered hereby which would have been owned by suP
owner had such owner participated therein as a parI:

amer she 11 be credited against the total unrecovered $

n on the

carried
cipating

11 costs

in deteraining when the interest of such carried es er shall

revert tc such owner as described above. When Oxy,U',lA, inc
recovered from such carried owner's relinquishedl

provided for above, the relinquished interest of suc)

nterest
carried

owner sh ill automatically revert to such owner, and from and

after such reversion, such carried owner shall be tree~.ed as a

participating owner and shall own the same interes in such

well, the material and equipment in or pertaining th ~ eto and
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the pro>!uction therefrom, as such owner would have ; entitled

to had such owner participated initially as a par sl cipating
owner i>x the drilling, completing and equipping of iiuch well

and thexeafter, such owner shall be charged with and~

the owner's proportionate part of the further costs o

~ hall pay

operation

of such well.

(c) cash consideration> In lieu of participa > xg in the

working Lnterests in and the development of the dr ing unit

involve{i herein, any owner of an unleased interest I elect to

receive x sum of ONE DOLLAR ($1.00) per net mineral )i re owned

by such owner, plus a total royalty in the amount of c.ie-eighth

of eight -eighths (1/8 of 8/Sths) of the coalbed methan<i gas and

as conf ensate roduced from the well covered the C >der, theg p by

same to j>e delivered into the lease tanks or into the iLpelines

to which such well is connected, free and clear of ,1 costs,
expenses and risks incurred in or in connection with ."illing,

fequipping, operating, completing, plugging and aban,oning o

such welJ . Any owner electing this option shall deli~ >r under

the royalty provided for immediately above; and irovide

further, that such royalty of 1/8 of 8/Sths and such nc>

interest of 87.50% of 8/Sths shall be proportionate
and payable only in the proportion that the numb

t revenue

reduced

x of net

this Ordsr a net revenue interest of 87.50% of 8/St s of the

coalbed xethane gas and gas condensate produced fro$ :he well

covered by this Order, with such net revenue inter)i>t being

determined by deducting from such owner's share of p »duction

d
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d bmineraJ acres in the drilli

number c f mineral acres in this unit; or

(I ) In the event a owner, either an owner of

methane gas lease or an owner of an unleased tra
subject to the provisions of this Order shall fail to
properly elect, in writing, one of the applicable opt <

forth above, such owner shall be deemed to have elec
partlci)>ate in the working interest in the well cov

and shall be deemed to have leased his interest in t)

coalbed

who is
l~ imely and

i»s as set
d not to

i, sd hereby

ui coalbed

ng un covere y th» coalbed

methane gas rights owned by such owner bears to th s entire

methane gas to the designated coalbed methane gas opsia >tor. In

the evens a owner, either an owner of an oil and gas >se or an

owner o| an unleased tract, who is subject to the p .sions of

this OrCh>r shall elect to as a participating owner un ier 2(a)
above, l>ut thereafter fails or refuses to pay or eci=ure the

payment i>f such owner's proportionate part of the co< C of the

well co rered hereby as set forth in such provis xs, such

election to act as a participating operator under Ls Order

shall be null and void and such owner shall become i carried
owner cor.sistent with the terms and provisions of this i,rder.

(4] If any payment of bonus, royalty payment i>r other
payment due and owing under this Order cannot be mad because

the per> on entitled thereto cannot be made certa ~i due to
conflicting claims of ownership andlor a defect or clo~:i on the
title, tl>en such cash bonus, royalty payment or othe>r payment

shall be Reposited into an escrow account within on hundred
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eighty 180) days after the date of this Order and shrill not be

commingled with any funds of the applicant or unit i perator.
Such funds shall be held for the exclusive use of,, and sole
benefit rf, the person entitled thereto until such fu>vis can be

paid to such person(s) or the holder relinquishes sucl, funds to

the Boar 1 as required by law of the Board.

If there are conflicting claims as to the >wnership

of any o .'he coalbed methane gas underlying any of 1.h s tracts
in this unit, the owner shall deposit into an interes;-bearing

escrow account, with an escrow agent to be designat by this
Board, c,ll funds attributable to the conflicting c] aims, as

reuired lv Section 45.1-361.22 of the Code of Virgir La as in

effect cn the date of this Order. The owner shall pay into the

escrow account costs or proceeds attributable to the co~ flicting
claimsl any money paid by a person claiming a i ntested
ownership interest as a particiapting owner's share of he costs
as requ>,red by this Order; and one-eighth of all proceeds

attributsble to the conflicting interest plus all pro:eeds in

excess cif ongoing operational expenses attributal >le to a

participating or non-participating owner. Such funds iihall be

held for the exclusive use of, and sole benefit of, t)wi persons

entitled thereto until such funds can be paid to such p~eson(s).

(5) Within thirty days (30) of the expiration o)', any and

all election periods provided in paragraph 2, the dei ignated
owner shall tender to the State Gas and Oil InsI actor a

notarismL statement of all disputed claims, specif Lcally,

10



including a breakdown of the type of interest, minera ownership

and percentage of ownership. This statement shall b» used in

creating and establishing the escrow accounts requi..' by this

Order. If any changes in the status of conflicting claims

occur, the designated owner shall immediately notify the State

Gas and Oil Inspector and within thirty (30) days iubmit an

amended disputed claims statement.

(6) If any person whose interest is pooled header refuses

to accej>t the cash bonus consideration or if any nt~:h person

cannot be paid the cash bonus, royalty payment or ~<~ny other

payment due hereunder for any reason other than the xv aeons set
forth above, the unit operator may deposit such cc,ah bonus,

royalty payment or other payment into an escros account
I

establislsed in the accounting records of the unit opia ator and

such furds shall be credited to such account for the b»nefit of

such peri>ons. Such funds so deposited in such escrcsi account

shall be held for the benefit of the person(s) entitlsii thereto

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

required to be paid to the Commonwealth.

(6,'ithin thirty (30) days of receipt of a ) srtified
copy of the final legal determination of entitlemai~ or upon

receipt c f an agreement signed by all claimants, the $ >hard shall
order pa paent of principal and accrued interest from i:I s escrow

account described above to all persons legally entitla( thereto.

(7) Any owner involved herein who has not apy»ared in

response to the notice of hearing published pursuan to the

11
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provisiims of Section 45.1-361.19, Cods of Virgin 1950 as

amended, and whose identity or whereabouts remains u;known at
the conclusion of the hearing in this matter shall hei learned to

have ele.ted to lease his interest to the coalbed matte ie to the

owner designated to drill as described in paragraph 1

same teras and conditions as set forth in paragraph

The designated owner shall deposit into a separat

ader the

) above.

distinct
interest -bearing escrow account established by the Vis( inia Gas

and Oil Board with the Treasurer of Virginia al] Proceeds

attributable to the unknown lessor's interest. AI) sums so

deposited shall be held for the unknown lessor's bs~iefit and

shall be deemed unclaimed property and disposed of pui Nuant to
the Uniform Disposition of Unclaimed property Act (Sa~ tion 55-

210.1, ~1', BB(1.)

(8'Any cash bonus which becomes payable by Oxy~,'SA, Inc.
under thai provisions of 2(c) above, shall be paid or ;endered

within thirty (30) days after the date of this Order; " rovided,

however, if the owner entitled to such funds releases t'ie same

or if su:h owner's interest in the unit involved in ~is cause

has a defect or cloud in the title thereto, or if s i,h owner

cannot b s paid such funds for any reason whatsoever )i her than

the reasons set forth in paragraph 2 or 3 above. Oxy 1'Jl A, Inc.
may depoiiit (credit) such funds due such party into an Lnternal

escrow ac:ount established in the accounting records oi Ixy USA,

Inc. and such funds shall be credited to such accourt for the

benefit o$ such owner. Such funds so deposited (cred.ited) in

12
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such es."row account shall be held for the benefit of the owner

entitled thereto until such funds can be paid to sucl> owner, or

such ow,>er accepts such funds, or until such titl<> iefect or

cloud is cured or removed to the satisfaction of Oxy >>> k, Inc.

(9) Oxy USA, Inc., in addition to any oth<~r rights
afforded such party under the laws of Virginia, sh<> 1 have a

I

lien on the mineral leasehold estate or rights ow»0 d by the

other owners involved herein in the unit covered hereki and upon

their sl,ares of the production from the well covers<i >ereby to

the ext<a>t that costs incurred in the development and <i peration

of the c rilling unit involved herein are a charge ags .nst such

interesti>. Such liens shall be separable as to eeet, separate

owners >nd shall remain a lien until all costs ir< orred in

connecti<>n with the well have been paid. Upon the f> Llure or

refusal of any participating owner to pay suc]> owner's

particip>,ting part of any cost incurred hereunder in ct >nection

with the well covered hereby, shall be entitled to rs,eive the

share of production from the well accruing to such de suiting
participating owner's interest in the unit involved I>0 rein, or

the proceeds from such share, until such proportionate part of
such cos C has been paid. No part of the production o>. proceeds

accruing to any participating owner shall be applii>'oward
payment i)f costs chargeable to any other interest in »<~ch unit.
If any participating owner fails or refuses to pay suc,'> owner's

proportio»ate share of the cost incurred hereunder in cci mection

with the well covered hereby within sixty (60) day > after

13



rendition of a statement therefore by Oxy USA, Inc', the non-

default]ng participating owners, including Oxy USA, Ihi.. shall,
upon request by Oxy USA, Inc., pay the unpaid amoh~it in the

proport Lon that the interest of each such non-etc faulting
particij>ating owner bears to the total interests 4..'all such

non-defaulting owners. In such event, each non-dQ Eaulting

partici]>ating owner so paying such owner's share of 1,>e unpaid

amount shall, to obtain reimbursement thereof, be subti.gated to

the lien rights described above.

(I )) If the well involved herein has not been cda~iienced as

of the late of this Order, shall commence or c4use to be

commencsd operations on such well within three hu4ilred and

sixty-five days (365) from the date of this Order la~id in any

event, shall continue or cause to be continued operatic as under

this Order with due diligence; otherwise, the provisiohi thereof

shall be inoperative and this Order shall terminate, ej~:ept for
any cash sums becoming payable hereunder, unless th time of

commenceNient of such operations is extended by an Ordls.. of the

Board.

Ox) USA, Inc. shall, within thirty (30) days, after
completion, tender to the State Gas and Oil Inspgi:tor, an

itemised statement reflecting the actual cost of ds illing,
equippirg, completing, plugging and abandoning ti.e well.
Additional itemised statements reflecting actual operas) ig costs
shall be furnished to the State Gas and Oil Inspect or on a

quarterly basis. If the actual cost of drilling, co)~;leting,
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equipping, plugging and abandoning the well is diffiirent than

Oxy USA, Inc. 's estimates, appropriate ad justmegi s to the

burdens imposed on each participating or carried ic aerator's
share shall be made.

(]1) Oxy USA, Inc. shall cause a certified cb',,y of this
Order to be mailed to the last known address of each
owner as listed in this Order.

Tte relief granted by this Order is to avoid thle drilling
of unnecessary wells, prevent the various types olE waste or

coalbed methane gas and protect the correlative righi.s of all
owners «1th respect to the pools in the drilling un'nvolved
herein.

Dane and executed this AQ day of //Ol/~ ~ 1991,
by a ma]ority of the Virginia Gas and Oil Board.

+AIRMAN+ann
Dcne and performed this~ day ofA+44'~

1991, by Order of this Board.

Prilnc45al Bxecutive 0 ttjc Staf f
Vhprinia Gas an Oil @ Lrd

15
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C State of Virginia
County of Washiagton

iioox 353 c.rc «86

cn this 22nd day of Boveaber 1991
'i ore %4 a notary public in and for the State of Vii 'i Lnia

y Waapler, being duly sworn did depose and say that i,r is
he Virginia gas and Oil Board, that he ezecuted the sa ~ i andI7~
e:<pires 9/22/92

I alta»
StIlA'f'; Virgin:.a
Couhty of Washi>eton

Acknowledged on this 22nd day of Movenber, 199;,
.personally bef >re ne a notary public in and for the State of Vial nia

iidtB 'Ibrssas Feiner, being duly sworn did depose and say that I > is
ive to the Staff of the Virginia gas and Oil Board, thai hei was authorised to do so.

rW
pires 9/22/92

cr@aeunucr

VIRGINIA. In the Cle 4's Ofgae of the Circuit Court of Buchanan County. The foregoing ins rt~third yp hdmthl~ a~dan
Deed Boot No...3. and F ~ No.c~1%....

TEPIX:.............................„...,..Q
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