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NIT'RG IN XNt

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: BUCHAN PRODUCTION COMPANY

RELIEF SOUGHT: LING OF INTERESTS

N DRILLING UNIT NO. V-21/B VIRGINIA
URSUANT TO SECTION GAS AND OIL
5.1-361.22, (CODE OF BOARD
IRGINIA, 1950 AS

NDED) FOR THE PRODUCTION DOCKET NO.

VGOB 92-0721-0246
NCLUDING GAS FROM SHORT
OLES, UNSEALED GOB AND ANY
DITIONAL WELLS THAT MAY

E AUTHORIZED PURSUANT TO
45.1-361.20, CODE OF
IRGINIA, 1950 AS AMENDED
(herein "Additional Well(s)")
(herein collectively referred
to as "Coalbed Methane Gas)

LEGAL DESCRIPTION:

DRILLING UNIT NUMBER V-21/B
(Hereafter "Subject Drilling Unit")
IN THE OAKWQOD COALBED GAS FIELD II
GARDEN MAGISTERIAL DISTRICT

(the "Subjegt Lands" are more
particularly described on Exhibit
"A", attacheéd hereto and made a
part hereof)
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REPORT OF THE BOARD
INDINGS (0] R

Place: This matter came on for hearing befo
Dil Board (hereafter "Board") at 9:00 a.m. on July 21,
ce Room, Southwest Virginia 4-H Center, Abingdon, Virg

Virginia Gas and
Dickenson Confere

fances: Mark A. Swartz and Howard G. Salisbury, appearec
Sandra B. Riggs, Assistant Attorney General was prese

ction and Notice: Pursuant to Sections 45.1-361.1 et
Virginia Code, 1950 as amended, the Board finds that it has jurisdiction o
subject matter. Based upon the evidence presented by Applicant, the Boar

finds that the Applicant has (1) exercised due diligence in conducti
meaningful search|of reasonable available sources to determine the ident
whereabouts of potlential owners, i.e., persons identified by Applicant as
or claiming the rights to coalbed methane gas in all coal seams below the
Seam (hereafter '\Subject Formation") in Subject Drilling Unit underlyi
comprised of Subject Lands, and (2) has given notice to all parties so ide
(hereafter sometimes "person(s)" whether referring to individuals, corpor
partnerships, associations, companies, businesses, trusts, joint ventureg
other legal entitjies) and entitled by §§ 45.1-361.19 and 45.1-361.22, V
Code, 1950 as amended, to notice of this application, and (3) that the
set forth in Exhibit B hereto are persons identified by applicant who
claimants of coalbed methane gas interests in Subject Formation, in
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Drilling Unit underlying and comprised of Subject Lands, and are not subja%
any lease and who have not voluntarily agreed to pool their interests. Fur

the Board has causged notice of this hearing to be published as required
45.1-361.19B, Virginia Code, 1950 as amended. Whereupon, the Board hereby fi
that the notices given herein satisfy all statutory requirements, Board fule
requirements and the minimum standards of state due process.

4. None.
5. None.
6. ted: Applicant requests (1) that pursuant to §§ .1-

361.22, including the applicable portions of § 45.1-361.21, Code of Virg
1950 as amended, the Board pool the rights, interests and estates of the
and unknown persons named herein and their known and unknown heirs, execu
administrators, devisees, trustees, assigns and successors, both immediate

the Subject Drill
Unit Operator.

1. RE
granted and: (1) P
amended, Oxy USA,
Operator authorize

ed: The requested relief in this cause be and herek
ruuant to Sections 45.1-361.21.C.3, Code of Virginia, 195
Inc. (hereafter "Unit Operator") is designated as the
d to drill and operate any well in the Subject Drilling

VGOB 91-1119-162,
Gas and 0il Regula
Regulations, all
estates in Subjec

effective as of December 17, 1991, to § 480-05-22.1 et |seq.,
ions and to § 480-05-22.2 et seg., Virginia Gas and 0il Bpard
s amended from time to time, and (2) all the interests
Drilling Unit, including those of the known and un

known and unknown
and successors, bgth immediate and remote, and who have not voluntarily eed

and hereby are pgoled in the Subject Formation in the Subject Drilling Pnit
underlying and comprised of the Subject Lands.

Subject Permitted Field and
Formation Unit |Size Well Location Well Classification
All coal Approximately None Oakwood Coalbed OGCB| 3-90
seams below 80-acre square Gas Fields I and and VG
the Tiller drilling unit II for Coalbed 91-1119-162
seam and Methane Gas Well(s)
associated including short
strata hole gas, unsealed

gob gas and gas
from any Additional
Well

For the Subject Drilling Unit
underlying and comprised of the Subject
Land referred to as:

Unit Number V-21/B |
Buchanan County, Virginia
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Pursuant to (the Board’s Order No. VGOB 91-1119-162, effective as
December 17, 1992, the Board has adopted the following method for the calculs
of production and [revenue and allocation of allowable costs for short
unsealed gob and Additional Well production of Coalbed Methane Gas dependent ypon
the particular long wall mining plan applicable to each 80-acre drilling
The designated opprator of any B80-acre drilling unit or units withir
boundaries of which any long wall panel is located and from which unsealec
gas, short hole gas or gas from any Additional Well is produced, shall calc
production and revenue and allocate allowable costs based upon the mine
being implemented within each affected 80-acre drilling unit and in partic
based upon the surface acreage in each 80-acre drilling unit actually contsa
within a long wall]l panel as shown on the applicable mine plan. A copy oOf
pertinent portion |of the mine plan being utilized to calculate productio

based upon such calculations. The formula or division of interest for production
from any 80-acre |drilling unit affected by a long wall panel and fror
separately owned tract in any such 80-acre unit shall be calculated as fo

7.1. | For Sho ole Gas - The amount of production produced fro
attributed to each 80-acre drilling unit shall be the
(expressed as a percentage) that the amount of surface acreag
any affected 80-acre drilling unit bears to the total s
acreage contained in the entire long wall panel(s) affecting
80-acre drilling unit.

7.2. sealed Gob Gas - The amount of production produced fra
attri-uted to each 80-acre drilling unit shall be the
(expressed as a percentage) that the amount of surface acres
any affected 80-acre drilling unit bears to the total s
acreage contained in the entire long wall panel(s) affectinc
80-acye drilling unit.

7:3. K& as om P Additional Well - After actual commencement o
mining operations by the driving of entries and completio
isolation of a 1long wall panel underlying any 80-acre
containing any Additional Well, the amount of gas produced fror
costs | attributed to each such 80-acre drilling unit shall be
ratio|(expressed as a percentage) that the amount of surface a
in any affected 80-acre drilling unit bears to the total su
acreage contained in the entire long wall panel(s) affecting
80-acre drilling unit.

Prior|to the actual commencement of coal mining operations
driving of entries and completion of isolation of a long wall ps

gas from any Additional Well shall be deemed produced from| the

80-acre drilling unit in which the well is located. ‘

|
8. Election and Election Period: Each person pooled hereby may ect
one of the options set forth in Paragraph 9 below and must give written ice
of his election of| the option selected under Paragraph 9 herein to the designated
Unit Operator at the address shown below within thirty (30) days from the/[date

this Order is recprded in the county above named. A timely election shalll be

deemed to have been made if, on or before the last day of said 30-day pediod,
such electing person has delivered his written election to the designated [Unit
Operator at the address shown below or has duly postmarked and placed its ten
election in first| class United States mail, postage prepaid, addressed the

Unit Operator at the address shown below.

9. Electlion Options:
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Option| 1 - To Participate In The Development and Operation of [the
Drillihg Unit: Any person pooled hereby may elect to particip in
the development and operation of the Subject Drilling | nit
(hereafter "Participating Operator") by agreeing to pay uch
Participating Operator’s proportionate part of the actual ||and
reasonpble costs, including a reasonable supervision fee, of||the

particularly set forth in Virginia Gas and Oil Board Regulat
480-05+~22.2, Section 10 (herein "Completed for Production Co
, a Participating Operator agrees to pay the estimate o
pating Operator’s proportionate part of the Allo

Completed-for-Production Costs as set forth below to the [Unit
Operator within forty-five (45) days from the later of the d of
maili or the date of recording of this Order. The est ted
Allocable, Completed-for-Production Costs for the Subject Drilling

e as follows:

Allocable, Completed-for-Production Panel Costs:

Panel DEV. 5 - § 6,260.00
Total Panel Costs: § 6,260.00

A Partlicipating Operator’s proportionate cost hereunder shall 1
results obtained by multiplying the Participating Operators’ "P
Intergst" as set forth in the third column of Exhibit G, t :
total |[panel costs set forth above. Provided, however, that the

- To Receive A Cash Bonus Consideration: In lie

d shall be satisfaction in full for all right,
interests, estates, and claims of such electing person
Subjegt Lands, except, in the case of the owner of an unldgased

satisfaction in full for all right, title, interests, estat
of such electing person in any well development co

4




10.

within the time, ih the manner and in accordance with the terms of this Ord
the alternatives set forth in Paragraph 9 above, such person accepts as to
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hereby| and such electing person shall be deemed to and hereby does
lease |and assign all its right, title, interests, estates; |and
claims| in the Subject Drilling Unit to the Unit Operator.

Option| 3 - To Share In The Development And Operation As A| Non-

Particlipating Person On A Carried Basis And To Receive Consideratiion
ol Of Cash: In lieu of participating in the development||and
operatiion of Subject Drilling Unit under Paragraph 9.1 above ang in
of receiving a cash bonus consideration under Paragraph||9.2
above,| any person pooled hereby may elect to share i |the
development and operation of Subject Drilling Unit on a ca iled
basis [(as a "Carried Well Operator") so that the proportionate part
of the Completed-for-Production Costs hereby allocable to :uch
carried Well Operator’s interest is charged against such Cargied
Well Operator'’s share of production from Subject Drilling Unit. ||All
of such Carried Well Operator’s rights, title, interests, estgtes
and claims in Subject Drilling Unit shall be deemed and hereb Iare
od to the Unit Operator until the proceeds from the salg of
arried Well Operator‘s share of production from Subject
Drilling Unit (exclusive of any royalty, excess or overriding
royalty, or other non-operating or non cost-bearing burden resegved
in any lease, assignment thereof or agreement relating thegeto
covering such interest) equals three hundred percent (300%) [fgr a
leased interest or two hundred percent (200%) for an un :Esed
interelst (whichever is applicable) of such Carried Well Operatgr’s
share | of the Completed-for-Production Costs allocable tog ||the
interest of such Carried Well Operator. When the Unit Operator
recoups and recovers from such Carried Well Operator’s asgigned
interest the amounts provided for above, then, the assigned interest
of such Carried Well Operator shall automatically revert back to
such Carried Well Operator, and from and after such reversion, such
Carried Well Operator shall be treated as if it had participated
initially under Paragraph 9.1 above; and thereafter, | |$uch
participating person shall be charged with and shall pay||his
proportionate part of all further costs of such well develop J-t.

The ellection made under this Paragraph 9.3, when so made, shall be
satisflaction in full for all rights, title, interests, estateg|and
claimg of such electing person in any well development and operation
covered hereby and such electing person shall be deemed to have|and
hereby does assign all its rights, title, interest, estates||and
claimg in the Subject Formation in the Subject Drilling Unit to|the
erator for the period of time during which its inter:ﬂt is

guch

Elect: 1In the event a person fails to #lect

or
uch

person’s interest, then such person shall be deemed to have elected noff to
participate in the proposed development and operation of Subject Drilling Unit
and shall be deemed, subject to a final legal determination or ownership, to have

elected to accept |as satisfaction in full for all such person’s right, title,
interests, estateg and claims the consideration provided in Paragraph 9.2 ove
for which its intlerest qualifies and shall be deemed to have leased ang/or

assigned all his [right, title, interests, estates and claims in the S ect
Drilling Unit to the Unit Operator. Persons who fail to properly elect sh be
deemed, subject to|la final legal determination of ownership, to have accepted| the
compensation and terms set forth herein at Paragraph 9.2 in satisfaction i ull
for all right, title, interests, estates and claims of such person in the Subject

Formation underlying Subject Lands.
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11. Default By Participating Person: In the event a person elec

participate under |[Paragraph 9.1, but fails or refuses to pay, to secure
payment or to make |an arrangement with the Unit Operator for the payment of
person’s proportiohate part of the Allocable Completed-for-Production cos
set forth herein, jall within the time and in the manner as prescribed in
Order, then such rson shall be deemed to have withdrawn his electic
participate and shill be deemed to have elected to accept as satisfaction i
for such person’s|right, title, interest, estates and claims the cash
consideration provided in Paragraph 9.2 above for which his interest qual
depending on the excess burdens attached to such interest. Whereupon, an
cash bonus consideration due as a result of such deemed election sha

: The Applicant, OXY USA, Inc.,

seq., Virginia Gas|and 0il Board Regulations, as amended from time to time,
all elections requjired by this Order shall be communicated to Unit Operat
writing at the address shown below:

OXY USA INC.

P. O. Drawer Q

Richlands, VA 24641

Phone: (703) 964-9803

Fax: (703) 964-0381

Attn: Martin E. Wirth, Land Manager

14. ement of Operations: Unit Operator shall commence or

this Order shall expire at 12:00 P.M. on the date on which any well cove by
this Order is permanently abandoned and plugged. However, in the event an peal
is taken from this| Order, then the time between the filing of the petiti-nlfor
appeal and the final Order of the Circuit Court shall be excluded in calcullafjing
the one year period referred to herein.

15. Operatbr’s Lien: Unit Operator, in addition to the other rights
afforded hereunder|, shall have a lien and a right of set off on the mingral
estates, rights, and interests owned by any person subject hereto who elect! to
participate under Paragraph 9.1 in the Subject Drilling Unit to the extent dhat
costs incurred in |the drilling or operation on the Subject Drilling Unit||are

chargeable against|such person’s interest. Such liens and right of set off shall

6




be separable as to| each separate person and shall remain liens until the
Operator drilling pr operating any well covered hereby has been paid the
amounts due under the terms of this Order.

16.

any successor named
(herein "the Escro
agreement for the

16.1.

16.2

17.

17.1.
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Escrow| Provisions:

dzit
11

i

by the Board to establish an interest-bearing escrow acc
Account") to receive and account to the Board pursuant t
pscrowed funds hereafter described:

razewell National Bank
P. O. Box 909

razewell, VA 24651
herein "Escrow Agent")

8 Order, the Board instructs the Escrow Agent named hereﬁn or
n

commences and continuing thereafter on a monthly basis with
to be made, by use of a report format approved b
Inspector, by a date which is no later than fifteen (15) days

Claimants: If any payme
royalty payment of other payment due and owing under

or cloud on the title, then such cash bonus, royalty payme
payment shall not be commingled with any funds of the
Operator and shall, pursuant to Virginia Code Sec
45.1-361.22.A.2 and 45.1-361.22.A.4, be deposited by the Ope
into the Escrow Account, commencing when a sale of gas produce

the well commences and continuing thereafter on a monthly basis W

each deposit to be made, by use of a report format approved b
Inspector, by a date which is no later than fifteen (15) days
the last day of each month being reported and/or for which fun

can be |paid to such person(s) or until the Escrow Agent relinqu

such funds as required by law or pursuant to Order of the Boarc

Findings: The Board specifically and specially finds

Applicant is a Virginia general partnership comprised of Appala
Operators, Inc. and Appalachian Methane, 1Inc., and is
authorized and qualified to transact business in the Commonweal
Virginia;

t,
olits

!ach
I he




7.2

17.3

17.4

175

17.6

17.7

17.8

17.9
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Applicant claims ownership of gas leases, coalbed methane
leases;, and/or coal leases and the right to explore for, develo
produce :

Applicant has delegated to OXY USA Inc., authority to expldre,
and maintain the properties and assets of Applican I

owned |or hereafter acquired, which delegation is evidence by
resolution of the management committee of Applicant introduced as
Exhibit J, and Applicant seeks the appointment of OXY USA Incl| as
the coalbed methane gas well Unit Operator of Subject Drilling k.

Further, OXY USA Inc. has accepted Applicant’s delegation and||
agreed|to explore, develop and maintain the properties and assete
Applicant, and has consented to serve as coalbed methane gas
Unit Operator for Subject Drilling Unit and to faithfully discha
the duties imposed upon it as Unit Operator by statute

regulation, all as evidenced by the consent introduced as Exhiblit] J.

Inc. is a Delaware corporation duly authorized to trans
businegs in the Commonwealth of Virginia and is an operator i he
Commonwealth of Virginia and has satisfied the Board'’'s requireme
for operations in Virginia;

Applicant has not proposed the drilling of any wells on the Subj
Drilling Unit to develop the pool in Subject Formations.
Exhibi

The es
550 MMCF. The estimated amount of reserves from the Sub
Drilling Unit is 125 to 550 MMCF.

Respondents are listed on Exhibit "B". Set forth in Exhibit "B
the name and last known address of each person (who has not
writing, leased to or voluntarily pooled their interests in Sub
Drillimg Unit for its development) identified by the Applican
having|or claiming a potential interest in the Coalbed Methane
in Subject Formation in Subject Drilling Unit underlying
comprised of Subject Lands.

The Board has been presented with Exhibit K, a contract app
abstract, which purports to summarize the basic agreements rea
by Island Creek Coal Company, OXY USA Inc. and Buchanan Produ
Company concerning the consideration to be paid by applicant fo
use of| the well bores to be used to produce gas from Sub
Drilling Unit, which cost is incorporated in and made a part o
Allocable Completed-for-Production Costs, set forth in Paragrap
above or on Exhibit G hereto. The Board’s granting of the re
requested in this cause is subject to the Applicant, at the ea
of completion of contract negotiations pertaining to the use of
well bores or October 21, 1992, either (1) reporting to the B
the status of the contract negotiations for the use of said
bores |if said negotiations are not complete; or (2) if
negotigtions are complete and a contract executed to evidence
then, |presenting to the Board an abstract of any contr
termingtion provision, the term of the contract and an abstrad
any prgvision of the contract that differs in any respect from
set forth in the abstract presented to the Board as Exhibit K.

Applicant‘s evidence established that the fair, reasonablel |and
equitable compensation to be paid to any person in lieu of the right
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to participate in any well covered hereby are those options pro%
graph 9 above; and

17.10 The r
ed by substantial evidence and will afford each person

Drilling Unit the opportunity to recover or receive, wi
sary expense, each person’s just and fair share o
ion from Subject Drilling Unit. The granting o

e the greatest ultimate recovery of coalbed methane
or assist in preventing the various types of

tive rights of all persons in the subject common sourc
in the Subject Lands. Therefore, the Board is enterin
ranting the relief herein set forth.

18. i
shall file an affidavit with the Secretary of the Board within ten (10)
- after the date of receipt of this Order stating that a true and correct cop
said Order was mailled within seven (7) days from the date of receipt of
Order to each person pooled by this Order whose address is known.

19.
not subject to a lease with reasonable access to all records for Subject Dril

Unit which are supmitted by the Unit Operator to said Director and/or
Inspector(s).

20. Conclugion: Therefore, the requested relief and all terms

provisions set forth above be and hereby are granted and IT IS SO ORDERED. ||

2%. Effective Date: This Order shall be effective on the date of
execution.

DONE AND EXECUTED this {.2»% day of , 1992, by a maj<::+ity
of the Virginia Gas and 0il Board.

DONE AND PERFDRMED this _ /# ”‘day of , 1992, by OrHer

of this Board.

Prin€ipal Executive/To The Staff
Virginia Gas and 0il Board

lief requested and granted is 3just and reasonable,|

tion and relief requested therein will ensure to the ext

ted by statute and protect or assist in protecting |[the

: Applicant or its Atton

: The Director shall provide all pers
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STATE OF VIRGINIA )
COUNTY OF WISE

Acknowledged| on this day of 1H92,
personally before a notary pub c in and for the nwealth of Vlrgi ia,
appeared Benny Wlmgfzr, being duly sworn did depose and say that he is Ch an
of the Virginia Gas and 0il Board, that he executed the same and was auth zed

to do so. ﬂ %i/

oria A. Clark
Notary Public

My commission expires 12/31/94

STATE OF VIRGINIA )
COUNTY OF WASHINGTON

T AR A
J:\::m:\\“"“‘-: :
Acknowledged| on this aay - of - ( Z:;%?E [ éz% : QLH92,
personally before me a notary pu n and for the Commonwealth of Virginia,

appeared Byron Thomas Fulmer, baing duly sworn did depose and say that%E is
Principal Executi%? to the Staff of the Virginia Gas 0il Board, that| he
executed the same and was authorized t

Diane J. Davis
Notary Public

My commission expires 9/23/92

10
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Docket No. VGOB-92-07:

2

~

Owner
Tract 4

Mary C. Ellis, hejr, devisees,
successors and/or |assi

- (Address Unknown)

Tract 2A
Permac, Inc.

P. O. Box 1614
Bluefield, WV 24701

Tract 3

Norfolk & Weste:
185 Spring St. S.W.
Atlanta, GA 30303

Railway

Tract 3A

Norfolk & Western Railway
185 Spring St. S.W.
Atlanta, GA 30303

Mary C. Ellis, heirs, devisees
devisees, successors and/or
assigns
(Address Unkno

Tract 3B

Norfolk & Western Railway
185 Spring St. S.

Atlanta, GA 303

Permac, Inc.

P. O. Box 1614
Bluefield, WV 24701

Tract 4
Permac, Inc.

P. O. Box 1614
Bluefield, WV 24701
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PARTIES RESPONDENT

EXHIBIT "B*

Unit No.: _V-21/8

RESPONDENT(S)| WHO HAVE NOT LEASED OR OTHERWISE CONTRACTED WITH APPLI

Mineral
Ownership

Oil & Gas

Qil & Gas

Oil & Gas

Coal

Oil & Gas

Coal

Qil & Gas

Oil & Gas

Net Acreage
Within Uni

31.37

22.65

0.51

0.11

0.11

1.16

1.16

Undivided Net Inte
Within Unit

JANT

39.22%

28.31%

0.64%

0.14%

0.14%

1.44%

1.44%

0.14%
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EXHIBIT "B1"

{( Other persons en#tled to notice under Va. Code Ann. § 45.1-361.19

Name Status of Ownership

% None.

Applicant, has ungler lease or contract the Coalbed Methane Gas underlying the tract(s) within this %.it from all other
interest owners.
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Virginia Gas and Oil Board
Docket No. VGOB - 92-07-21-0246

Exhibit ¢ Page 1

VP6 Short Hole Production
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Vo EXHIBIT "G", PAGE 3
T VGOB-92-07-21-0246
' FORMULA FOR DIVISION OF INTEREST
UNIT: V-214
NAME NET% INTEREST|UNIT% INTEREST|DIVISION OF
i IN UNIT * IN PANEL ** INTERES
|Panel DEV 5
‘Mary C. Ellis 39.22% 0.923% 0.362%
| Permac, Inc. 28.31% 0.923% 0.261%
Norfolk .& Western Railway Co 0.64% 0.923% 0.006
Norfolk & Western Railway Co 0.14% 0.923% 0.001%
‘Mary C. Ellis 0.14% 0.923% 0.001%
‘Norfolk & Western Railway Co 1.44% 0.923% 0.013%
Permac, Inc. 1.44% 0.923% 0.013%
‘Permac, Inc. .14% 0.923% 0.0015
|
— :
i |
r |
T |
i I
VIRGINIA: In the Clérk’s Office of the Circuit Court of Buchanan County. The f
was this day presented in th oﬁice oresaid and is ther with the cert1 te of acknogr]l‘zflomir:nmn
admitted to rec(zf% éhzs .. \ga 55— B ﬁ?
Deed Book No. 534 and Page No. bﬁ- 8 it i oo
TESTT!§%§41U&V PAeine, Q.. 6
— By Ofiice. Of CJ%\J.,Q U3ya

l
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