
INSTRUMENT PREPARED BY
VIRGINIA GAS AND OIL BOARD

ORDER RECORDED UNDER CODE
OF VIRGINIA SECTION 45.1-361.26

VIRGINIA:

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANTS:

RELIEF SOUGHT:

)
)
)
)
)
)
)

Issuance of an Amended Supplemental )
Order Amending Prior Orders Affecting )
Drilling Unit N-41 Located in the Oakwood )
Coalbed Methane Gas Field I in the )
Garden Magisterial District, Buchanan )
County, VA (herein "Subject Drilling Unit" )
to Provide: )
(1) Calculation of Funds Unit Operator )
Deposited into the Escrow Account for )
Subject Drilling Unit by Tract Subaccounts; )
(2) to Applicants, a Royalty Accounting; and)

(3) Disbursement to Applicants )
in Accordance with Their Ownership )
Interests Those Funds Deposited by the )
Unit Operator into Subject Drilling Unit's )
Escrow Subaccount for VGOB Tract 3 )

DOCKET NO.
93-0420-0359-01

REPORT OF THE BOARD

FINDINGS AND ORDER

Hearint Date and Place: This matter came on for final hearing before the Virginia Gas and Oil Board
(herein "Board") on September 20, 2005 at the Southwest Virginia Higher Education Center on the campus

of Virginia Highlands Community College, Abingdon, VA.

Ariiiearances: Mark Swartz, Esq. of the firm Swartz and Stump L.C. appeared for the Unit Operator; J. C.
Franks appeared for the Metcalf Estate; and Sharon M. B. Pigeon, Assistant Attorney General, was present

to advise the Board.

Jurisdiction and Notice: Pursuant to Va. Code ($ 45.1-361.1 et seq. , and in particular Va. Code $$ 45.1-

361.21 and 45.1-361.22, the Board finds that it has jurisdiction over the establishment and maintenance of
an escrow account, with tract subaccounts, for each of the coalbed methane gas drilling units established by
the Board through its field rules that are subject to a Board pooling order. Further, the Unit Operator is

required to deposit, as applicable, those funds specified in Va. Code II 45.1-361.21.D., 45.1-361.22.A.2,
45.1-361.22.A.3 and 45.1-361.22.A.4 into the applicable escrow tract subaccounts. The Board finds that:

(1) while it does not have jurisdiction to resolve conflicting claims to the ownership of the Coalbed
Methane Gas produced by the Unit Operator from wells located on Subject Drilling Unit, and (2) while it
does not have jurisdiction to interpret agreements by and between the Gas owners/claimants ancUor the Unit
Operators or to abridge or contravene the provisions of such agreements, (3) pursuant to Va. Code ) 45.1-
361.22.A.5, the Board does have jurisdiction and authority to disburse funds from the Escrow Account



provided the Board has been provided with a final decision of a court of competent jurisdiction
adjudicating the ownership of coalbed methane gas as between the conflicting claimants or an agreement
among all claimants owning conflicting estates in the tract in question or any undivided interest therein.

Prior Proceedings:

4.1. On June 23, 1993, the Board executed its order pooling all interests in the Subject Drilling Unit for the
production of occluded natural gas produced from coalbeds and rock strata associated therewith
(herein "Gas") in accordance with the provisions of Va. Code $$ 45.1-361.21 and 45.1-361.22 (herein
"Pooling Order" ). The Pooling Order was filed with the Clerk of the Circuit Court of Buchanan
County on July 1, 1993 in Deed Book 410 at page 666. The Board designated Pocahontas Gas
Partnership, predecessor of CNX Gas Company LLC, as the Unit Operator of the Subject Drilling
Unit. The Pooling Order was amended and supplemented by the Board's Supplemental Order
regarding elections executed on April 25, 1994 that was filed with the Buchanan County Circuit Court
Clerk's Office on May 20, 1994 in Deed Book 422 at page 475 ("Supplemental Order" )(hereafter the
Pooling Order and the Supplemental Orders are collectively referred to as the Pooling Orders).

4.2. To the extent claims to the Gas were in conflict, pursuant to Va. Code $ 45.1-361-22 payments
attributable to said conflicting claims/interests were ordered deposited by the Unit Operator into the
escrow account established by the Pooling Order (herein "Escrow Account" ). According to the
Pooling Order, the coal fee ownership of Reserve Coal Properties, Ruth Culbertson, and the Metcalf
Estate; and the oil and gas fee ownership of Clyborne, Inc. and Reserve Coal Properties or their
predecessors in title in a 0.9 acre tract known as VGOB Tract 3 in Subject Drilling Unit N-41 were in
conflict and became subject to the escrow requirements of the Pooling Order.

4.3. The Unit Operator's Miscellaneous Petition to the Board, received August 19, 2005 by the Division of
Gas and Oil, a copy of which is attached to and made a part hereof, and sworn testimony attested that
Reserve Coal Properties and Ruth Culbertson, Metcalf Estate, and Clyborne, Inc. have entered into a

royalty split agreements and that by terms of those agreements escrow regarding the conflicting claims
of said parties is no longer required. By sworn testimony, the Unit Operator notified the Board that
VGOB Tract 3 of the Subject Drilling Unit and the interests of Reserve Coal Properties, Ruth
Culbertson, Metcalf Estate, and Clyborne, Inc. are subject to the split agreements.

4.4. Petitioner gave notice to Reserve Coal Properties, Ruth Culbertson, Metcalf Estate, and Clyborne, Inc.
that the Board would take the petition referred to in Paragraph 4.3 above under consideration at its
hearing. Notice stated that the Board would consider whether to: (1) amend the Pooling Order to
provide for the disbursement of funds on deposit in the Escrow Account attributable to Tract 3; and (2)
delete the requirement that the Unit Operator place futiue royalties attributable to the above-named
parties in Tract 3 in the Escrow Account.

4.5. The Unit Operator filed the attached accountings for Subject Drilling Unit's Escrow Account with the
Board ("Accountings").

5. Findings:

5.1. Va. Code 4.5.1-361.22.5 provides:

The Board shall order payment ofprincipal and accrued interests, less escrow account fees, from the
escrow account to conflicting claimants within thirty days of receipt of notification of (i) a final
decision of a court of competentjurisdiction adjudicating the ownership of coalbed methane gas as
between them or (ii) an agreement among all claimants owning conflicting estates in the tract in
question or any undivided interest therein. The amount to be paid to the conflicting claimants shall be
determined based on the percentage of ownership interest of the conflicting claimants as shown in the
operator 's supplemental filing made part of the pooling order that established the escrow account, the
operator 's records ofdeposits attributable to those tracts for which funds are being requested, and the
records of the escrow account for the coalbed methane gas drilling unit. The interests ofany cotenants
who have not entered into an agreement shall remain in the escrow account.



5.2 The Petitioner has certified and represented to the Board that:

(1) Reserve Coal Properties is the owner of 50% of the coal estate and the oil and gas estate
underlying VGOB Tract 3 of the subject Drilling Unit.

(2) Metcalf Estate is the owner of 25% of the coal estate underlying VGOB Tract 3 of the subject
Drilling Unit.

(3) Ruth Culbertson is the owner of 25% of 0.225 acre of the coal estate underlying VGOB Tract 3 of
the subject Drilling Unit.

(4) Clyborne, Inc. is the owner of 50% of the oil and gas estate underlying VGOB Tract 3 of the
subject Drilling Unit.

(5) Reserve Coal Properties and Metcalf Estate have entered into a royalty split agreement specifying
that escrowed funds attributable to their conflicting interests are to be divided with 25% going to
the gas owner and 75% going to the coal owner, and also specifying that future royalties be paid
directly to the owners according to the split agreement.

(6) Reserve Coal Properties and Ruth Culbertson have entered into a royalty split agreement
specifying that escrowed funds attributable to their conflicting interests be divided with 50%
going to the gas owner and 50% going to the coal owner, and also specifying that future royalties
be paid directly to the owners according to the split agreement.

(7) Reserve Coal Properties and Clyborne, Inc. have entered into a royalty split agreement specifying
that escrowed funds attributable to their conflicting interests be divided with 50% going to the gas
owner and 50% going to the coal owner, and also specifying that future royalties be paid directly
to the owners according to the split agreement.

(8) The net interests attributable and to be disbursed to Reserve Coal Properties, Ruth Culbertson,
Metcalf Estate, and Clyborne, Inc. in Tract 3 are shown in Table 1, below.

Tract ¹0 ~
Owner Names

Reserve Coal Properties
P.O. Box 947
Bluefield, VA 24605
Metcalf Estate c/o J. C. Franks, Agent
621 Peavler Street
Marion, VA 24354
Ruth Culbertson
P.O. Box 217
Raven, VA 24639
Clyborne, Inc.
9325 Olympic View Drive
Edmonds, WA 98020

TABLE-1

Net acres in Unit

0.45

0.225

0.225

0.45

% interest in VGOB 93-
0420-0359-01 balance

18.4859%

7 9225%

5.2817%

10.5634%

6. Relief Granted:

For the reasons set forth in Paragraphs 4 and 5 above, and based upon the Accounting, the Escrow Agent is
ordered to, within 10 days of receipt of this executed order: Disburse escrowed funds attributable to VGOB
Tract 3 and the interests of Reserve Coal Properties, Ruth Culbertson, Metcalf Estate, and Clyborne, Inc.
according to the percentages shown in Table 1, above, and mail attributable proceeds to the addresses shown in



the table. The Escrow Exhibit to the Pooling Order, showing owners subject to escrow, is deleted in toto and

replaced with the Exhibit E attached hereto. Further, the Supplemental Order filed in this cause is hereby
modified to delete the requirement that payments attributable to the conflicting coalbed methane gas ownership
interests of Reserve Coal Properties, Ruth Culbertson, Metcalf Estate, and Clyborne, Inc. in Tract 3 be
deposited by the Unit Operator into the Escrow Account, and, because there are other owners subject to escrow
under the Supplemental Order, the Escrow Agent is directed to continue the Escrow Account for Subject
Drilling Unit. To the extent not specifically granted herein, any other or further relief is denied.

7. Conclusion:

Therefore, the requested relief and all terms and provisions set forth above in Paragraph 6 above be and hereby
are granted and IT IS SO ORDERED.

8. Anneals:

Appeals of this Order are governed by the provisions of Va. Code $ 45.1-361.9 which provides that any order
or decision of the Board may be appealed to the appropriate circuit court and that whenever a coal owner, coal
operator, gas owner, gas operator, or operator of a gas storage field certificated by the State Corporation
Commission is a party in such action, the court shall hear such appeal de novo.

9. Effective Date: This Order shall be effective on the date of its execution.

DONE AND EXECUTED this p day of /~cac+C, 2006, by a majority of the Virginia Gas and Oil
Board.

Chairman, Be~.Wamp+

DONE AND PERFORMED this /5 —day of //+/~, 2006, by an Order of this Board.
//

fA. Wilson
Principal Executive to the Staff
Virginia Gas and Oil Board

COMMONWEALTH OF VIRGINIA )
COUNTY OF WISE ' ~ )

Acknowledged on this -~' 'day of „' ii .'&~"A~ 2006, personally before me a notary public in and for
the Commonwealth of Virginia, appeared Benny R. Wampler, being duly sworn did depose and say that he is
Chairman of the Virginia Gas and Oil Board, that he executed the same and was authorized to do so.

Susan G. Garrett
Notary Public

My Commission expires:

COMMONWEALTH OF VIRGINIA )
COUNTY OF WASHINGTON )



Acknowledged on this, 9 day of / „': ~~~:.' f",2006, personally before me a notary public in and for
the Commonwealth of Virginia, appeared B. R. Wilson, being duly sworn did depose and say that he is Principal
Executive to the Staff of the Virginia Gas and Oil Board, that he executed the same and was authorized to do so.

')
Diane J. Davis
Notary Public

/~,
My commission expires: '



8KFORK THK VIRGINIA GAS AND OIL BOARD

PETITIONER: CNX Gas Company LLC

RELIEF SOUGHT: (1)DISSURSKMKNT FROM
KSCRO% REGARDING TRACT(S) 3

(2) AND A.UTHORIXATION FOR DIRECT
PAYMENT OF ROYALTIES

DIVISION OF GAS AND OIL
DOCKET NO: VGOS 93-0420-0359-01

HEARING DATE: September 20, 2005

DRILLING UNITi N-41

11UCHANAN COUNTY, VIRGINIA

MISCKLLAPKOUS PETITION

1. Petitioner and its counsel: Petitioner is CNX Gas Company LLC, P. O. Box 947, Bluelield, Virginia

24605, 276/988-1000. Petitioner's counsel is Mark A. Swartz, SvrA RTz 8:STUMp, L.c. P.O. Box 517,Abingdon, VA

24212.

2. Relief sought: {1)the disbursement of escrowed funds heretofore deposited with the Board's Escrow

Agent(s) attributable to Tract(s) 3 as depicted upon the aiinexed Exhibit A. and (2) authorization to begin paying royalties

directly to the patties to the royalty split between Ruth Culbertson and Reserve Coal Properties; Metcalf Estate and Reserve

Coal Properties and Reserve Coal Properties and Clyborne, Inc. (see attached Exhibit A for details).

3. Legal Authority: Va. Code Ann. $ 45.1-361.1 et sece. , 4 VAC 25-160-140., and relevant Virginia Gas

and Oil Board Orders {"Board")heretofore promulgated pursuant to law.

4. Tvne of well(s): Coalbed methane.

5. Factual basis for relief reauested: Ruth Culbertson and Reserve Coal Properties; Metcalf Estate and

Reserve Coal Properties and Reserve Coal Properties and Clyborne, Inc. {seeattached Exhibit A for details), have entered

into royalty split agreement. Said royalty spht agreement allows the Applicant and Designated Operator to pay royalties

directly to the persons identified in Exhibit EE annexed hereto and the annexed Exhibit A, further, specifies how said

royalties are to be divided and paid.

6. Attestation: The foregoing Petition to the best of my knowledge, information, and belief is true and

correct.

CNX GAS COMPANY LLC
BY IT'S PROFESSIONAL ~AGER
CNX GAS COMPA5K

By:
Leshe K.Arring' /
Manager —Environmental / Permitting
CNX Gas Company LLC
P.O. Box 947
Bluefield, Virginia 24605
276/988-1000



Exhibit EE
Unit NX1

Docket No. VGOB-93-0420-035941

List of Conflicting Owners/Claimants with Royalty Split Agreements

Net Acres
in Unit

Percent
of Unit

TRACT f/3 - O.SO acres

COAL FEE OWNERSHIP

(1) Ruth Culbertson, et al. , Tr 7A 0.90 acres 125000

"Note: This tract (7A) has a title conflict

(a) Ruth Culbertson
Box 217
Raven, VA 24639

0.225 acres
1/4 of 0.90 acres

0.28125'k

(a) Metcalf Estate
c/o J. C. Franks
621 Peavler Street
Marion, VA 24641

0.225 acres
1/4 of 0.90 acres

0.28125'k

(b) Reserve Coal Properties (1/2 coal beiow jawbone)
P. O. Box 947
Bluefield, VA 24605

0.45 acres
1/2 of 0.90 acres

0.562500%%d

OIL 8 GAS FEE OWNERSHIP

"Note: This tract {7A)has a title conflict

(1) Clyborne, inc.
9325 Olympic View Drive

Edmonds, WA 98020

0.45 acres
1/2 of 0.90 acres

0.562500/0

(2) Reserve Coal Properties (Oil 8 Gas Claimant)

P. O. Box 947
Bluefield, VA 24605

0.45 acres
1/2 of 0.90 acres

0.562500/o

Page 1 of 1 08/1 9/2005
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Exhibit E
Unit N-41

Docket No. VGOB-93-0420-0359
List of Conflicting Owners/Claimants that require escrow

Net Acres
in Unit

Percent
of Unit

Percent
of Escrow

TRACT ¹4- 0.25 acres

COAL FEE OWNERSHIP

(1) Ruth Culbertson, et al. , Tr 7A 0.25 acres 0.31250% 11.73709%

(a) Ruth Culbertson
Box 217
Raven, VA 24639

0.0625 acres
1/4 of 0.25 acres

0.07813% 2.93427%

(a) Metcalf Estate
c/o J. C. Franks
621 Peavler Street
Marion, VA 24641

(b) Reserve Coal Properties (1/2 coal below jawbone)
P. O. Box 947
Bluefield, VA 24605

0.0625 acres
1/4 of 0.25 acres

0.125 acres
1/2 of 0.25 acres

0.07813%

0.15625%

2.93427%

5.86854%

OIL & GAS FEE OWNERSHIP

(1) Clyborne, Inc.
11201 Whitcomb Place
Woodway, WA 98020

0.125 acres
1/2 of 0.25 acres

0.15625% 5.86854%

(2) Dewey Sweeney (Oil 8, Gas Claimant)
P. O. Box 138
Whitewood, VA 24657

0.125 acres
1/2 of 0.25 acres

0.1 5625% 5.86854%

TRA CT ¹5- 0.64 acres

COAL FEE OWNERSHIP

(1) Ruth Culbertson, et al. , Tr 7A 0.64 acres 0.80000% 30.04695%

(a) Ruth Culbertson
Box 217
Raven, VA 24639

0.16 acres
1/4 of 0.64 acres

0.20000% 7.51174%

(a) Metcalf Estate
c/o J. C. Franks
621 Peavler Street
Marion, VA 24641

(b) Reserve Coal Properties (1/2 coal below jawbone)
P. O. Box 947
Bluefield, VA 24605

0.16 acres
1/4 of 0.64 acres

0.32 acres
1/2 of 0.64 acres

0.20000%

0.40000%

7.51174%

1 5.02347%

Page 1 of 3 03/10/06



Exhibit E
Unit NP1

Docket No. VGOB-93-0420-0359
List of Conflicting Owners/Claimants that require escrow

Net Acres
in Unit

Percent
of Unit

Percent
of Escrow

OIL & GAS FEE OWNERSHIP

(1) Clyborne, Inc.
11201 Whitcomb Place
Woodway, WA 98020

0.32 acres
1/2 of 0.64 acres

0.40000'/o 15.02347'/o

(2) Beulah D. Brown (Oil & Gas Claimant)
P. O. Box 77
Whitewood, VA 24657

0.32 acres
1/2 of 0.64 acres

0.40000'/o 15.02347'/o

TRACT ¹6- 0.16 acres

COAL FEE OWNERSHIP

(1) Ruth Culbertson, et al. , Tr 7A 0.16 acres 0.20000'/o 7.51174'/o

(a) Ruth Culbertson
Box 217
Raven, VA 24639

0.04 acres
1/4 of 0.16 acres

0.05000'/o 1.87793'/o

(a) Metcalf Estate
c/o J. C. Franks
621 Peavler Street
Marion, VA 24641

0.04 acres
1/4 of 0.16 acres

0.05000'/o 1.87793'/o

(b) Reserve Coal Properties (1/2 coal below jawbone)
P. O. Box 947
Bluefield, VA 24605

0.08 acres
1/2 of 0.16 acres

0.10000'/o 3.75587'/o

OIL & GAS FEE OWNERSHIP

(1) Clyborne, Inc.
11201 Whitcomb Place
Woodway, WA 98020

0.08 acres
1/2 of 0.16 acres

0.10000'/o 3.75587'/o

(2) Beulah D. Brown (Oil & Gas Claimant)
P. O. Box 77
Whitewood, VA 24657

0.08 acres
1/2 of 0.16 acres

0.10000% 3.75587'/o

(3) Mrs. Warner Day (Oil & Gas Claimant)
General Delivery
Jewell Ridge, VA 24622

TRACT ¹7- 0.18acres

COAL FEE OWNERSHIP

(1) Ruth Culbertson, et al. , Tr 7A 0.18 acres 0.22500'/o 8.45070'/o

Page 2 of 3 03/10/06



Exhibit E
Unit N41

Docket No. VGOB-93-0420-0359
List of Conflicting Owners/Claimants that require escrow

Net Acres
in Unit

Percent
of Unit

Percent
of Escrow

(a) Ruth Culbertson
Box 217
Raven, VA 24639

0.045 acres
1/4 of 0.18 acres

0.05625% 2.11268%

(a) Metcalf Estate
c/o J. C. Franks
621 Peavler Street
Marion, VA 24641

0.045 acres
1/4 of 0.18 acres

0.05625% 2.11268%

(b) Reserve Coal Properties (1/2 coal below jawbone)
P. O. Box 947
Bluefield, VA 24605

0.09 acres
1/2 of 0.18 acres

0.1 1250% 4.22535%

OIL & GAS FEE OWNERSHIP

(1) Clyborne, Inc.
11201 Whitcomb Place
Woodway, WA 98020

0.09 acres
1/2 of 0.18 acres

0.11250% 4.22535%

(2) Norfolk Southern (Oil & Gas Claimant)
8 N Jefferson Street
Roanoke, VA 24042

0.09 acres
1/2 of 0.18 acres

0.11250% 4.22535%

VIRGINIA: In the Clerk's Office of the Ci uit Court of Buchanan County. The foregoing instrument
was this day presented in th o foresaid gether wgh the certificate of a~owle~ent a)igf'. xed,
admitted to record this day of Mr4C ~
Deed Book No. ~ ~a~d Page No. .( /7$STE: .James M. Bevins, Jr. , Clerk
Returned to: 2j&Pl Ol ~ TESTHSABAo i iti. w6. L4/a ~ J Deputy Clerk
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