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VIROINIAt
MOME TSS VIROINIA OAS AN) OIL SCARS

RSLISP SOQONTs POOLINS OP INTSRSSTS IN
DRILLINO UNIT NO X-3$/X 3$S
id)CATSD IN TSS OARNOOD COALSSD
MTSMS OAS PISLDS I AND II
PURSUANT TO VA. CODS ANN

5 4$ ~ 1-361.22, POR TNS PRODUCTION
OP OCCLUDSD NATURAL OAS PMOUCSD
PRSl «««««-nuns AND ROCK STRATA
ASSOCIATSD TSSRSNITN
Pm{ PRAC MLLS, SNORT MOLDS,

OOS AND ANY

ADDITIONAL NSLLS TNAT MAI
SS A$%%!RISSD PURSUANT TO
VA. 03S ANN. 5 4$ .1-361.20
{hernia collectively referred
to as «Coalhed Nethaae Oas"
or "Oss")

LSOAL DSSCRIPT ION s

DRILLINO UNIT %WSSR X-3$/X-3$ S
{hereafter «Suh]cot DrillinQ Quit")
IN TNS ~««.~ NSTNANS OAS
PISLSS I AN) II
OR%ION NAOISTSRIAL DISTRICT,
XSSM lN)UNTAIN {NS
S{NNISSIAN COQNTT. VIROINIA
{the «Suh)ect Leads" are aors
Particularly doecrihsd os Sxhibit
"A", attached hereto and sade a
yart hereof)

APPLICANTs POCANONTAS OAS PARTNSRSNIP, a VirQinia
Ooneral Partnershiy

VIROINIA OAS

) AND OIL SCARD

)
) DOCRST NO

) 90-0324-0636
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

nnroRT or Tm soaRD

rlnnlass AMD ORDRR

1. Maaxins sets and Place< This setter case on for hsarinQ before
the VirQinia Oas aad Oil Ssard {hereafter "Soard") at 9s00 a.a. on March 24,
1998, Ratlif f Sall, Southwut VirQinia Rducat ion 4-N Ceytsr, Abingdon,
VirQinia.

2. Annaarancasa Nark Swarts, Require, ayysared for the Applicants and
Sandra Rigg ~ was Present to advise the Soard.
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3. Jurisdiction and Notices Pursuant tc Va. Cols Ibn. S 65.1-361.1
Nb ~.~ ths Deord finds that it has juris4icticn over the subject natter.
Daeo4 upon tbe evL4enee yreeentod bp applicant, the Sea@4 alyc fin4s that the
Iyylioant has (1) msrcisod due 4iliyeaco in ccnductiny a search cf tbo
reasonably available sources tc dotsreias tho identity an4 w))ereahcuts of Uas

eil ~» seal ¹¹ers«ainoral cwMrs and/cr pctsntibl owners« L o
porsoae identified DP Iyplicant as haviay ( Owner ) or claLOLny ( Clainant )
ths riybt ~ te Oealbad Nethaas Oas Ln all coal asses below ths Tiller Sean,
iaclu4iay the Uyyer ~md, Dressy Creek, NL4dlo Seaboard, Lower Seaboard,
Upper Nesaeyoa, NL441s Noreoyen, Nar Crash, Lower Ncrseyen, pocaboatas Nc. 9,
Peso)IMtse No Sg Pecahsntas Nc. 1~ Pccahoatas No 6 g Pdcahcatas Nc. 5 g

Pccabcatao No. 6, Pooahsatas Nc. 3, Pocahcntas Nc. 2 aad var)cue unnanod coal
was, cealhede aa4 rook strata asscciate4 therewith (~softer "Subject
pornatioa«) La Subject Drilliny Unit undsrlpiny and ccapuieed of Subject
Lande) (2) ha ~ represented tc the Reel that it bas Oiven l notice tc thou
parties (hereof tor seestiaes person( ~)" whether rsferrinO tc individuals,
corperatieas, yartnershiye, aseociatLons, ccayanLos, hueless+a, trusts, joint
veatures or ether loyal entitles) entitled hf Va. Cols Iaa. Q 65.1-361.19and
45.1-361.22, tc notice of the Iyplicaticn filed heroin) + (3) that the
yerscns eet forth in Nnhibit 5-3 hereto are yereons identified by applicant
thrcuyb its 4us diliyeaoe who aay he Owasrs or Clainants of Ccalhed Nsthans
oas intoseot ~ in subject Pereaticn, Ln subject Drillino Unif undsrlyinU and
ceaprieed cf Subject Lands, whc have nct heretofore e5reed tc lease or soll tc
the Iyylicant an4/cr voluntarily pool their Oas interests. Conf 1ictinU Oas
Owners/Clainants in Subject Drilliny Unit aro listed cn Nnhkit N. Purtbor,
the Dcard has caused notice of this bearing tc be yublished aq reOuirsd by Va.
Code Isn. 5 6$.1 361.19;D. Nbsreuyon, the Scard hereby finds lthat the notices
Divan horoia satisfy all statutory reOuixmsnts, Scar4 rule reOuirments and
the ninhwa stsn4ar4s ef state duo process.

~. ~ »
5. Dioniooalos None.

6. Doliaf n i~sac IyplLcant raOuests (1) that pursuant to Va.
Colo Inn. 5 6$ .1-361.22, LncludinO the applicable portions c$ Va. Cede Inn.5
6$ .1-361.21, ths Deard peel all ths riybts, interests and estates in and to
ths Oas La Subject Drilliay Unit, includinO ths peeling of ()hs interests of
the Iyyliceat aad of ths hnewa aad unhncwn persons naaed in Nnblbit $-3 hereto
and that of their hnewn aa4 unhnown heirs, enocutcrs, adninistratcrs,
dsvisoee, trustees, assLOns aad successors, both Lnaediato and roecte, for the
4rilliaS aad operation, includinO yceducticn, cf Ccalbod Nsthabe Oas, produced
fron cr alloeato4 to the Subject Drilling Unit established for the Subject
Pcreation undarlplaS aa4 ceayrised ef ths Subject Lands, (hereafter senotines
collectivelp identified aa4 referred to as well devsloyeoat pnd/or operation
in tbe Subject Drilliay Unit") ~ and (2) that the Scard desi()nate Pocahcntas
Oae Partaerehiy as Uait Operator.

7. belief eranaedc Vbs reOuested relief in this cause bo and hereby
Ls Oraatods (1) Pursuant tc Va. Code Inn. 5 6$ .1-361.21.C.3C Pocahontas Oas
Partnership (hereafter «Unit Oysrator» or "Cporatec') L~ debignated as tbe
Unit Oyerator authorised tc drill aad epsrato Ccalbed Nethans ()as wells Ln the
Subject DrillinO Unit and/cr soll( ~ ) outside tbs Subject Drilliny Uait but

2



fnm which ycsductiea io allceate4 tc Dubjoct DrillinU Unit, all subject tcs
the psssit provisions contained Ln Vs ~ Code Ann 5 $$ 1 3$1~ 2') Dfj NON > tc the

Con)bed Nathaas Oas yield I Order COCO 3-90 dats4 Nay 10 1990, as
bp osdocs Loosed Ln Dcehet Nos. VOOD 93M21~325 spd VODD 93M31$-

0340 (herein «~ I yield Dulce" ) S te the « ~ Csal))ed Oao yield II
~sard' Oe4er ia Deehet Ne. 91-1119%102effective as of ~w 17, 1992, ns

hp orders issued La $$NSD Deehet Nos. 93M2LCW33$ ,+93-031CW340 and9~31~~ (herein «~ II yield %alee«)) te S i Vbc 2&150 ~ ~., Oao
as4 Oil Na0nlatieas) aa4 to Q i ac 2$-100 ~ ~., virOLsia oas and Cil
Dsar4 Nsyuletieas, all as:—::free tine tc ties, aad (2) All ths interests
and ostetes La aad te tha Oas ia Ouhject Drilliny Uait, Lncludiny tlat of the
i»yLLcaat snd of ths hnowa aa4 u «yeroons listo4 oa Nshiglt $-3, attachedt1l « ~Ill . a~la «, Q La,~, «& ---------, «Hh ~l I I
roasts, bs aa& hceehp acs yoolo4 La tho Duhject puseaticn Ln ths Subject
Drilliay Unit undorlyia» and cesyriso4 of the Dubjoct Leads.

Por the subject DrLllia0 Unit
undorlyisO as4 eesyrised of tho aubjoct

lend referred tc ass

Unit Nusher 2-3$/2-3$ 0
Duchanan County, VLr91nia

Pursuant to the Cshwccd II yield Dales, the Dour d Qs adcytsd tho
follcwisy netho4 for ths calculation cf production and revenue and allocation
of allowable costs for short bole and unsoalo4 Ucb prcduqticn of Ccalbed
Nethsas Oas 4eyoadoat uyoa tbs particular 1ca0 wall ninin0 ylan ayylicablo tc
«eh 00-aero drillin0 unit.

Ths dosLOasted oyorater of any 00-acre dril liny unit or units
withia the boundaries of which any lcn0 wall panel which hss hoon
isolato4 hT the drivin0 of entries Lo locate4 an4 fr+ which Unsealed
Ocb Onsg Dhect Sole Oao or Oas free aap Doll authorised by ths Cods of
Virylaia is ~~, shall calculate yreductLea and based upon
ths siss ylaa as Lsyl~ted within each affected 00-ac& drillin0 unit
an4 ia ysrtieular, haee4 uyon tbo ninoral acreayo, as ylattod uycn tho
~urfnos, ia each 00-acre drillia0 uait actually cental within n lon0
wall ysasl as depicted bf sai4 nine plea. Nscoyt as ct rwiss prcwidod
herein, a cnyy of ths yertinent yorticn cf the sian ping beia0 utiliued
to calculate yseductLoa, revenue aad costs

fern

say Af fected 00-acre
4rLLLLay unit shall he filed of reeerd with the Dcard prior to tho

of aag rwenue bnoo4 upon such calculations. 'hs formic or
division of interest for production frca any 00-acre drillin0 usit
affected hT a lose wall panel and free ang separatslT ~ tract Ln any
~uoh 00 aero unit shall be calculated as fcllewss

7.1. rnx Short Nnle ans - The secunt cf prcductLQn produced free
and attributed tc sash 00-sero 4rillin0 unLt sh'all be the
ratio (enyroosed as a porcsatayo) that ths sOcunt of sinoral
~ereoys, when platted oa tbs surface, which is both Ln the
affected usit na4 the lcs0 wall yassl, bears tc tho total
sLnocal acrosye, when platted on tho surface, contained
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wi this the entire lcny wall yaasl af foctLng such SO-acre
4rillLsy ualt.

7.3. sar saoaalod soh nas - Tbo sseuat of ~Lcn produce4
fry an4 attributed tc seel« ~cre drilll unit shall be
tbo ratio (unpressed as a pereeataye) t t the asount of
~Lasral acreaye, whoa ylstte4 ca ths eorfa*, which ie hctb
la the affected unit aa4 ths losS wall 1, hears to the
total niseral aereaya, when ylatto4 c ths surf acs,
contained withia ths satire losS wall ysaell affoctiay eucb~re drilliay ualt.

7,3, i Sar Saa faoa now Wall located La a Zone Sall Saaol.
Ml ~1~ ~ 1M'L lath
~civisy of eatrioe aa4 cciayletioa of Lsellatiea of a loay
wall yaael, the ssouat cf Oas yreduced fc«nS such a well and
attributed to sash N-acre dcilliny unit 11 he the ratio(~ as a porcentaya) that tho At cf siasral
aersaye, whoa platted ca the surface, whic)) is beth in tbo
affected N-acro 4rillisy uait and ths L¹)lated lcnS wall
yeasl, hears tc ths total sisoral acreaye, when platte4 on
tl«e surface, contained withia the entire lcny wall panel
affeetisy such N-acro drillisy unit.

LL. S~ r as eu. Su. - prior to the aotual COaeneaent
of coal siainy operations bf tbe 4ri.visy 'f entries and
cosyletics cf I.solstice ci a lony wall yanyl, Oas free any
well located Ln a yroyosed lonS wall yanel hall ho produced
free and allocated tc only tbe SO-acre illLny un) t in
which tbe wall is located accordiny tq the undivi4ed
Lahenets of each Owner/Claisant within the unit, which
undivided Lsterest shall be the ratio ]orprosood as a
porcenaaN) that the amant of sineral acr)ags within each
~ayaa'ato tract that is witbia the Subject Dril1 i««g Unit,
whoa ylatte4 oa tbo surface, hears tc thy tetal ninoral
~essays, whoa platted oa tho surface, cont)ised within the
~stirs SS-acus 4rilliay unit in ths sasner Sot forth Ln tbs~~ I yield Salas.

S. nineties aad slaatiaa period« ia the event any O)cr«r or Claisaat
nosed ia Snhibit S-3 hereto 4oss aet rmob a voluntary ayree«)ont tc share in
ths oyocatiea of ths wells to bo located in ths Sub)ect Drilfiny Uait and/cr
cutsl4s ths sub)set srillins Ua)t hut frm whish production Le allocated tc
~abject Srillisy Unit, st a rate of pafsest sutua113 spread'o by said Oas
Owner er Clsisaat asd tho Unit Operator g thos ouch person ns«s)4 ssg elect cne
of tho eytiese set tarN La parsyrayb 9 below and a«st Sire w).Ltten notice of
his eleetioa of tl«e oytioa eelecto4 under tarayrsyh 9 tc the dseLSsated Unit
Operator at ths - == showa below withla thirty (30) days f+ tbe date tbie
Order Le recorded La the county above nosed. k tissly el&Lan shall be~ to have hoes sa4a if, cn or before the last day cf said 3EMay yorLcd,
such electisy parson bae 4olivered his writtoa election tc ths designated Unit
Operator at ths aNrsse shown below cr bas duly pcetsarhod and placed ite



eoox 477pAcf675

writtea election ia first class Waited States anil, ycstays PrePaid, ad4rossod
to ths Wait Oyerator et tbs addcsss shown below.

9, Slaeniaa orna L~s

9 1 Ihskiaa I uo Particiuata Iu Tba Sorel~i aud i thaeatian of tbs
nri11iaa salts Aay oas owner cr ciaknent assed i}J Snbihit ~ 3 wbc
4sos aet saesb a voluntary ay~st with the ster saT elect
te participate in ths 4evei~ and eperet of the suh'[oct
Srklliny Wait Jhereafter "Psrticiyatiay Oyerator" } by ayreeisy tc

the ostinato cf such

Part

lJyatinW Opsrat+ ' proportionat
yart o! the actual and r ~lo costs of ths devsicyssat
oeatosylated bT this Or4or for frac well Oae, cher hole Oas,
unsealed Oob Was and Oas fres any addit icaa 1 $11 that nay bo
~utbsriead pursuant to Vs. Ce4s Ans. f 4$ .1-361.20, includinW ~r:: lo supervision foo, as ace yarticular}.T set forth ia
Viryiaia Oas nnd Oil board beyulaticn 6 VAC 25-160-100 {herein
ihikocsble Ccsyietsd fer Production Paael Costs" } Purtbar a
Partic JyetinW Oyorator «Trees tc yay tbs egtiaate of such
Particiyatiny Oysratoc' yroyertienate yart of tbs Allocable,
Clesyleted-fer-Production Paasl Costs as eot forth below tc the
Salt Operator wltbia fort-five (4$} days free )he later cf tbo
date of sailiny or tbs 4ato of rocordiny of this OJnler. Tbo
~stkoetod Allocshlo, Ccsyletod-for-production panel Costs for the
Subfeet SriliinW Wait are as fcllcwos

Allocable, Cesylsted-for-Production Panel Coatee

Panel 13 Wast
Passl 16 Sut
Paael 1$ Wast

$126,022.29
269, 126.90
24.a$3.01

Total $620,000.20

A Particiyatisy Oysrator' proportionat cost hereunder shall he
obtained hT aultiplyinW tho Partlciyatiny Operators'nterest in
Wait" tJess tho Total Allceahlo Ccsylotod-for-production Panel
Cast set forth above. Provided, however, that in tho event a
Partkciyatiny Oysrator elects tc participate an4 galls or refuses
tc yny ths ostinato cf bie proportionate part of the Total
Allocshls, Ccsyleted-foe Production Paael Cost] u est fcetb
~have, all with}.a the tins sst forth boreia ~ in the nasser
prescribed is Parayrsyh 0 of this Order, thon subb Particiyatiny
Operator shall bo ~ tc have elected not to PSrti.cipate and to
~ A~ ~t! 1 ll A ~l ly li y t t
Parayrapb 9.2 heroin.

9.2 cation 2 - Ts Sssaiva A Cash Sauna Cauaidsrat&s In lieu cf
yartieiyatiaW in ths dovoicyssat aa4 eyeratiea cf Subject Srillin0
Wait under Paraprsyh 9.1 above, aay Oas Ownsc or gainant assed in
Ssbibi.t 0-3 hereto wbo does nct roash n volant~ aWreensat with
tho Wait operator nay elect to acceyt a cash bonus consideration
ef $1.00 yer nst niaoral acre owned by such ps/son, c~ncing
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uyoa entry of this Order and ccntknuiaU annua11y untilt i~ti f lii t Dl.'.lt ~ Olt, d
thereafter a royalty of I/6th of 6/Sths [twe'..ve and ons-half
yoroeat {12.66))of ths net yrocoe4s reoskvo4 bT tho Unit Oyerator
fer tha sake ef the Cealbed Wothano Oas yroduewk froa any well
devekaynsnt covered lrf this cedar maltiyl ko4 ) iP that person '
Skvkokea of Interest or yroyort{onal share of salk prcductioa (for
yeryeoes ef this Or4or, net yrecee4o shall be actual procoe4s
received less all yoot-yeoductioa seats incurred fownotrean of the
wokkhoadi ksoLudkny, but aot Lknkted to, Uethsriny, conyresskon,
treatkny, transportation aad earhatkny costs, who<her yerfornnd by
Wait Oysrater or a third parson) as fair, reaoonasle aa4 eyiitablao:::tkon to bs yakd to said oas Owner or claknaat. The
Laktkal sash bonus shall booons due and owkny wtwin so elected and
shall bo toadarad, yai4 er eocrewsd withia skr tp (SO) days of
reoerdknO ef this Or4or. Thereafter, annual cash bonuses, kf any,
~hall beoaes 4ue and cwLny on each anniversary of tho date of
recordkny of this ardor in ths avast yreducticn fry Subject
Srkklkny Uait bas not theretofore ceaencsd, aad once due, shall
be tea4ore4, yai4 or osorowsd within sknty (63) days of said
anniversary date. Caco ths initial cash bonus ani) the annual cash
bonuses, if any, are so yaid or eocrswod, siibject to a final loyal
doternknatkon of owaorship, said pa)ewint( ~ ) shall bo satisfaction
kn full for the riyht, interests, and clakes iif such olectknU
parson in and tc the Oaa produced free Subject rornaticn in the
Subject Lands, encsyt, however, for tho I/St h royalties due
hereunder .
Subject to a final legal deteraination of ownership, the election
sade under this Parayrapb 9.2, when so nods, sbal;. be satisfaction
in full for tbo riyht, interests, and clakes uf such eloctinU
ysrsoa ia any well dove)cpnsnt and operation coiorad hereby and
ouch skeotkny person shall be doaeod tc an4 hereby does lease and
nook()n, its riyht, interests, and clakes in and to the Oas
yeeduood faa Subject Pornatkon in the Subject Orilliny Unit tc
the Ayykkoant.

P.3. Ontksn 3 To Share In Tho navolorasst nnd Chai ation aa n Ron-
Sartkoknatknn Parson On n Carr kod naoi ~ Iml To nacoivo
coaakd ati~ In I.ia of ~i In lieu of yartickyatiny in the
dsvekcyneat aa4 operation cf Subject Srillinf Unit under Parayrayh0.I above an4 in lieu of rocsiviny a cash hon as consi4orat ion
under parnsrayh P.2 above, any oas cesar or c]aksant nosed in
Snhkbkt S-3 hereto who does not rmeh a voluntary ayreansnt with
the Operator nay elect to shan kn ths dovoloyneat and operation
of Subjecc Srkllkny Unit ca a carried basks {as a Carried Well
eyewater") so that the ~Lunate yurt of the Total 111ocablo,
Oanyletod-fer-Production Panel Costs hereby al:tccabke tc such
Carried Wall Operator's iaterest is oharysd ayakiist such Carried
Wall Operator' share of preduetion fnm Subject Prilliny Unit.
~uoh Carried Well Operator' riyhts, interests, and clakes in and
ao ths oas kn Subject Srkklkas Unit shall be dsoerd and hereby are
asskyned to the Syykkcant until tho proceeds fron the sale of such
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Carried Well Operator'c share sf pre4nctiea free Sub)oct brkllkng
Wakt {eackuokve of aaf royalty, assess or ovnrridknW royalty, or
other ——~atiaW er nea cost~key borden reserved in any
lease, ~kyeasnt thersef or ny- relatkay thereto covorkn9
~eoh iaseceet) ewnnlo three ~ percent (3N)c) fer n leased
k,eteceet er twe headcsd yereeat {RWR\) fer aa ~inkeaced interest
{whichever ks applicable) of sech Oorrkod Nell Oy»ster'c share cf
tha Natal Sliceable, Oeeylete4 for-Predecticn Paasl C»tc
sliceable te ths knterssC of such Carried Nell @ye@ster. Whoa the
Ryykksset recoups aa4 recovers fan such Carried «sll Syerater'
~eskyae4 kasocest ths caeeatc yrovide4 for ~ I<eve, thea, ths
~eekyaod interest of such Ocrrked Nell SperaCer shall
~etsaatkoakkp revert hash tc sech Oarrke4 Nell OI)orator, sad free
~a4 after cash reversion, such Carried Wall O)»rater shall bo
tcease4 as if it hnd participated knktknkkp endor psreyrsyh 9.1
~bove) aa4 tbeceafter, sech yartkckyatkaW yersea chalk hs charWed
with cod shall pap hic proportionate part e! nll further costs cf
~uch well devokcyesnt ~

Qsh5eet te n fkaal loyal dotsreknntkon of cwnsrclikp, the election
sade ua4er this Parsyrayh 9.3, whoa co ands, chal.'i be satisfaction
kn fskl fec the rkyhs ~, iatceeets, and clakes rf such ekectkn9
person ka aep well dsvekoyaeat and cyoratica coiered hereby aad
~eoh ekectkay parson shall bo 4eeaed to have an4 hereby doss
nsekyn kto righter kntsrestcg nn4 clnkllls in nnd tc the Qnc
pc free Sub~ per«ation in ths Sub)oct >rklkiny Unit to
ths Ryykkcont for ths yerkcd of ties dcrknW whkc)i its interest ic
carried as above provided prior tc itc reversion boch to such
electknU yoroen.

10. pnkluxe tn srnnnrkv Rlocta In ths event n person nceod in Rxhibit
R-3 hereto 4sso aot reach n voluntary ng~nt with ths U:skt Oyerntor nndtails to elect wkthka ths ties, in ths asnner nsd in ncccrdnni» with the torso
of this Order, eae of Cbe alternatives sot forth la parcyasyh 9 abave fcr
whish his interest Wnnkkfkes, thea ouch parcae shall be deeeeiI to have elected
nct tc partkckyste ka tl» proposed dovekoyseat and operation of Sub)ect
UrillinW Wait oad shall bs ~, oub)ect to n final loyal dstecekaatkon of
cwnorohky, to have ekected to accept as osticfaeCioa in full for such ysrcoa'
riyht, interests, and clakes ia and Co ths Sac the csnskdsrntken provided in
Pnrcdrcyh 9.3 shove fer whkch itc interest Wcakkfkec and shill bs desesd to
have leased ned/er noskwnsd lake rkwht, interests, ond clnkao )a oa4 to the sac
produced fern seb3ooc pscsiatken ka the su)eject srkllknw wi Lit to ths Unit
operator. paesano who fail te properly sleek shall bs dsosixk, cub)est to ~final loyal detox«kantian of ownership, to have aceqkod the c tkon nn4torso cet forth herein at Parayraph 9.3 in cetlefactisa ia fu)1 fcr tho riyht,interests g ss4 slake» of such person kn nnd tc tho Sac fn educed free thoSubject peceotkea aadorkpknW Sub~ Lands.

11, Rafnnlt av snrtkcknnckoc snrnona Zn tho oveat n yercon nosed in
Rxhibit R-3 okeote to yartickyato under parnyraph 9.1, but falls or refuses tc
paf g to cscece Che yapesnt or to aabc na srraaycaeat with tl» Uait Oyoratorfcr the ~:— of such ysrsoa'c yroyorticasto port cf ths fetal hlkocnblo,
Ib»ykoted-forMrodisetkon Pnaol Cost no cot forth herein, nll within tho tkeo
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and ia the aanaer as prescribed in this Order, thon such 'erson shall be
dsoscod to have withdrawn his election to participate and shell bs deeaod tc
have elected to aeoeyt as satisfactioa in full for such yersoa' right,
issterwts and slaksW ia wd 'to tbo Oas 'tbe scNNLderatlon Prov Ldosl iss Pnrsgrayb9.1 above tor which hl ~ iatesost gualifkes depending oa tbs snoose burdoas
attached to such l sstesest %hereupon aay cash bonus cow Lcerat Loa 4sso nsdealt ot such 2:::ekwtion shall be teadere4, yai4 or wcrewed by Uait
Operator within skssty {50) days after the last 4ay on whist such 4staulting
ysr'eoa un4er tlsio Order should have paid his proportLoaate Part of such cost
or should have sade satistwtory arranyeneats fer the paysnont thereof. When
wch cash hsnss eosskdssation is yai4 or eecrewsd, it shall bs satistaction intall !ar ths right, intersstss aad Clakes ot swh Perooa Lsi aa4 to tbe Oas
underlying Subject Drilling Unit ln Chs Subject lands covsresl hereby, sncept,
h ~, ter any royalties whLch wossld beccns due yursuant to Paragraph 9.2
hereat.

11. assi~a of Zntoraats In tbs event a person nassod in Rnblbit S-
2 is unable to reach a voluntary agreeeenC to share in the operation of tho
wall{ ~ ) contsnykated hy this Or4or at a rats of paycssnt agreed to nutually by
~aid Owner or Clakwat and tbo Oysrator, and such person elects or fails to
~lect to 4o other than yarticiyate under Paragrayh 9.:l. above in tbe
devslcynent and operation of Subject Poraatkow in Subject Dr:.lling Unit, then
sub jest to ~ final loyal dstessssknaticn of cwnershiy, such yerson shall bs
donned te have an4 shall have assigned unto Unit Operator sucls yorson' right,interests, aa4 elaine in and to said well{ ~), and other share Ln production to
which ouch person nay hs eatitlod by reason of any electLon os.'onned election
hoswssnder in accordance with the provisions of thi, ~ Ordes governing said
~lecticn.

nooratar sor Ouarators s Pocahontas Oas Pastnersbip bo and
hereby is 4osigaatsd as Unit Oyerator authorised to drill and oysrate the
Coalhe4 Nethsw kkokks Ln Subject PornatLon in Subject Drilling Unit and/cr
wall{a) eutsi4o ths Subject Drilling Unit but fran whick yrcduction is
allocated to subject Drilling Unit, all sub jest to the y sssnit provisions
coataine4 ia Va. Ce4o Ann. S 45.1-251.27 +, SS{k ) II 4 VSC 25-150 ~ SS{k.,
Qas anal Oil Regulatioas) 05 4 VAC 25-140 ~ SS{k., Virginia Ocs and Oil board
Regu1atieas) ths 0 ~ I PLekd Sales asd ths Oahwood II yield Rules, all as

trsa tksss to tkns, aa4 all elections rssysired by this Order shall bo
cswunkeaasd to gait Oyerator in writing at the address shown belows

Pocahosstas Oas Partwrship
O. Sos 947

Sluetisld, VA 24405
Phew s {540) SSS-1015
Pan s {540) SSS-1050
Attns Iswlio K. Srrington

14. s ~~ of anaratkssws Unit Operator shall camsses or causeto o —::~ations fer tho 4rilling of ths wall {~ ) wit Aia the SubjectSrillias Sakt susd/er the sssll{ ~ ) outside the subject Drillisg Unit hut tres
whish yseduetkon is a), losaCed Co ths Subject Drilliag Ua Lt within seven
huadssud shinty {720) dnye tron ths 4ste of this Or4sr aal shall pooesewte tho
~ws with dw diliysace. If Unit Operator shall aot have so cemenced and/or



prosecuted, thea this Or4sr shall terel.nate, onceyt Scr an) r cash sees then
payable hssseader) ethmwiea ualeso sooner terninatsd by ord er cf the board
this Or4ar shall aspire aC 12s00 P.N. oa the date on whish al:i well(s) covered
by this Wrdm an4/er all well( ~) faa whish production is allocated tc the
Subject Wrilliay Wait are yeseanently ~~ and yluyyo4. Wswovm ia the
ewsnc aa syyaal I.s tahoe fern this ou4sr, then ths tins bet~en the filing of
the yetitiea for appeal and tho final ordm ef the Circuit court shall be
secluded ia calculating tho oae year period rsfmrsd tc hmoin.

Tho Wait dymatm shall filo, with the board notice of ths date on
whish any Xeegwall yaaol uadm Subject Qrilling Wait becoeoo ioclato4 by the
driving of entries thereby resulting in a change ia the nsthod of tbs
calculation of production and revenue and allooatica of sliceable cosCs frw
that provided ia the e ~ I tield Rules te that provided in ths Oakwood II
tisid Wales in ths ~ as ~ised ia Paragraph 2 above. l

15. Ihmaratar ' I Iona Qait Operator i in addition to tho other rights
af fordsd hmoundm, shall have a lien aad a right of set cff oa ths oas
astatasg rights, and interesCs owned by any pmson subjecC llereto whs sIect ~
to participate 'undm paragraph $.1 ia ths subject Qrilling grit to ths ostent
that casts incurred ia ths drilling or oysratien oa ths Subject Qrilling Quit
are olwucysahlo against such person' interest. Such liens <nd right of set
off shall be eepmohle as to sash separate pmscn and shall risain liens until
the Wait Oymatm drilling er cyorati,ng any well covered hsrlby has been paid
the full acousto due undm the terna cf this Order.

16. Rscmsr arowisionss

Wy this Or4sr, the Ssard instructs ths Qscrcw Agent nosed herein
or aay sueeeeeor nosed by the Scard tc establish an interest-bearing escrow
account, (herein "the Wscrcw Account" ) tc resolve and acean, bent to the board
Pursuant 'Co its agresesnt for the sorrowed fundo hereafter dsl Icribad I

Prosier Trust Oceyany
c/o tirst Qirginia Sank-Wt. Wap)
P. 0. Sen 1035
hbingdon, l% 26210
Telephonsc (560) 675-3112
Par c (Si0) 625-2633

16.1 nocrew provisions par aahsnam or Qnlncatnbla naasencs If any
psyeent ef beam, royalty paynont a cthm payneae dm md owing
under this Ordm caanet be sado because the ymsoa eatitlod
thereto sanest bo located or is unknown, then i wch sash bonus,
royalty yaynsat, or other payesnt shall not be cceainglod with any
funds of the Unit oyerator and, pursuant to va. cols ann. () is.l-
361.23.0, said nues shall be deposited by the Orator into the
Seesaw lseount, ~ing within cns hundred two}ty (120} days of
reemding of this Ordm, and continuing thereafter on a nonthly
basis with each deycslt to be sado, by uss af a rsycrt forest
approved bt ths Inspector, by a 4ats which is no later than sixty
(60) 4ate after ths last day of the noath being reported and/or
fcr which funds ms being deposited. Such funds shall be held for



the exclusive uss of, and sole benefit of the'erson entitled
thereto until such funds can bs paid to suoh person( ~ ) or until
the Sscxow Agent relinquishes such funds as recuired by law or
pursuant to Order of the Board in accordance with Va. Code Ann. 5
45.1-361.21.D.

16.2 Sscrow Provisions For Conflict%no Clalmantss I(I any payment of
bonus, royalty payaent, proceeds in excess of ongoing operational
expenses, or other payment due and owing under this Order cannot bs
made because the person entitled thereto cannot be sado certain due
to oonflioting claims of ownership and/or a defect

d'or

cloud on the
title, then such cash bonus, royalty payment, p ~ in excess of
ongoing operational expenses, or other payment, together with
Partioipating Operator' Proportionate Costs paI.d to Operator
pursuant to Paragraph 9.1 hereof, if any, (1) shall 4ot bs ccwalnglsd
with any funds of the Unit Operator) and (2) shall,~ pursuant to Va.
Cods Ann. 8 45.1-361.22.A.2, 45.1-361.22.A.3 and 45,1-361.22.A.4, be
deposited by the Operator into the Sscrow Account within one hundred
twenty (120) days of recording of this Order, and conti.nuing
thereafter on a monthly basis with each deposit to twi made, by uss of
a report format approved by the Inspector, by a date whioh is no
later than sixty (60) days after the last day of the month being
reported and/or for which funds ars subject to depoxit. Such funds
shall bs held for the exclusive use of, and sole benefit of, the
person entitled thereto until such funds can bi paid to such
person{ ~ ) or until the Sscrow Agent relinquishes such funds as
required by law or pursuant to Order of ths Board.

17. Snecial Findinosc The Boax'd spsoifically and specially findsc

17 ' ~ Applicant is a Virginia gsnexal partnsrsh)p composed of
Consolidation Coal Company, a Delaware corporat:.on, and CONOCO,
Inc., a Delaware corporation>

17.2 Pocahontas Cas Partnership is duly authorised to transact business
in the Commonwealth of Virginia, is an oxerator in the
Commonwealth of Virginia and has satisfied the Board'
requires»nts for operations in Virginia)

17.3 Applicant claims ownership of gas leases, coalbsd methane gaa
leases, and/or coal leases representing 100 percent of the coal
interests and 74.0875 percent of the oil and gas interest in
Subject Drilling Unit. The Applicant claims the right to explore
for, develop and produce Coalbed Nsthane Cas from coal seams below
ths Tiller seam in Subject Drilling Unit underly)ng Subject Lands
which are mors particularly dspioted in Sxhibit "L")

17.4 Applicant currently proposes the drilling of one (1) well on the
surface overlying Subject Drilling Unit to develo)i the pool of Oas
in Subject Formations. The Virginia Department of Nines, Minerals
and Snergy has heretofore issued Permit Number 3508 for Well CSN-
POP X35A)

10
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17.5 Sub~ Drilliny Qnit Ls located ever Duchess x Nc. 1 Nine'
pc rd 13 QeeC loayws1 1 ynas1, 14 Usst leaywx 11 peas 1 and 15
Qaet leayuall panel, as depicted on the aine plan attached hereto

a441la a. xlwhh i ~i ~ t 1 tl 1~ii
yeaoLO that underlie Suh)oct Dxilliay Uait ia appreaiaotelf five
I5) to asses I7) Tears free the 4ate of ths hearLOQ of this

17.5 Ths OOCLasted total production frsa Subject Drills
te 500 NKI'. Ths estiaated saeuat of reserves
Qrilliay Qait is 135 tc 500 IQICFI

inQ Uait i.~ 135
rca ths Sub/oct

17.'7 Usaf listiay Owners/Qlsiasats whose interests ~ imbfect tc escrow
axe listed oa revised Unhiblt R ~ Sot forth in Nxxibit S-3 is ths

aad %sot haswa sd4ross cf each yex'ecn id eat if lsd bg ths
SyyL Leant as sa Queer or Qlaiaana cf Qoalhod Methane Qas in
sub3sxn: psxaeciea in subject srillinQ Qait uadarlylnQ nnd
«xxpriood of Sub)oct Lande, whc has net, in writhe, lensed tc the
QOLC Operator or ayxeed tc voluntarily yccl his sas interests in
Suh3oct Srilliay Qait for its develcpaoat. The interests cf the

li ~ l RElhla ~ 1 ~t 2 ~ .~12~ y t f tl
ei.l a«l Qas interests nn4 0 percent of the ecol interests in
~nb)est Drllliny Unit>

17.5 SyyXLcaat
' evidence established that the fair, reasonable and

~Qoltshke ceaysnsstioa tc be paid tc any posses in lieu of ths
riyht tc pocticipats in any well covered hereby xro those options
provided Ln pnrayrnph 5 shove)

17.0 Tho relief roQussted nnd Qrantod is Just snd reasonable, is
«QQxwrted hf substantial evidence nnd will af fcrd osch ysrscn
XLOCod snd nosed in revised Uxhibit 5-3 hereto the opportunity to
recover ox receive, without unnecessary eapeasx, such person '~ aad fair share cf ths production fan Sub)ect Drilliay Unit.

The Qxaatiny of ths Applicaticn snd relief roQueikod therein will
~asuxo tc ths extent possible the Qreatost ulthsato ro«worf of
oealhod aothsas Qas, prevent or assist in yrsvestiaQ the various
typos of waste yrohibited bp statute and proto st cr assist Ln
ywhoekiay tho correlative riyhts of sll psrecac ia ths sub)oct

~caress ef supply La the sub)Oct Lands. Therefore, the
~sard Ls oaaoriaQ an Or4or QxonCiag tho relief hol'oin sot forth.

aaiiiuo af axdsx n«l xilixs af nf fidnvit a l pplicsat or its
kttcrnwf shall file aa affidavit with the Secretary cf the Sxsrd withia sixty
(50) dofs after Chs 4ate of xecoxdiaQ of this Qrdor statisQ that a true and
cornet espy ef sold ardor was nailed within seven I7) dsps free the date of
its receipt to sech Qooyea4snt yoslod bf this Urdar aa4 ~ hose address is
known.

1$. Awsilshklitv cf Unit nsccxdsa Ths Director stall provide sll
perscas aot subject to ~ lease with reasonable access to all records for
Sub)Oct Sx'Llliay Quit whish are suhaittod hy tho Qait cporatcr tc said
Director aa4/or his Inspector (~)

11
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20. Caacluainac Therefore, tho roNuested relief anIj
provisicas eet ferth above bs aad hereby ars Srantod an4 ZT ISI

all torse and
SO ORDRRED

21. a 1~ s Appeals of this Order are Ooverned by ties provisions of
Va. Cods Asa. 5 4%.1-341.9 which provides that any ardor er decision of the
Snead eay bs epseaied to tho appropriate circuit court. sash appeals aast ho
tahoe in ths aeneas prescribed in the Adsiniatrativs process Act, va. mds
Ann. 0 9-4.1da1 Rk m.

22, afaaativa Rates This Order shall bs affective oa
~secut ioa.

DONR k&l RRRCQTSD this Eff day of
aajority ef ths Viepiaia Oas and Oil Roard.

the 4ate of its

~ 1994, by a

PNRPIIQNND this
or4er of this Reard.

irsan, y R. Needler

llP 4ay of ~/M~ 1999, by

Rybm~as Pulsar f
Prin4pal RaecutivePo The taf f
Virginia Oas and Oil Roard I

STATS OF VXRSXNIA
CODNTY OF WXSN

authorised to 4o so.

)
)

Aehnewko¹Sed en this /d~ day ef g 1999,
poreoaally heders se a notary public in aad fog ths C~oawoclth of VirSinia,
appeased Reasy Raspier, boins duly sworn 4id depose and say that hs is
Chalrsaa of tha VirQJAlia Oas an4 ted tho csee and was

Susan O. Oarr
Notary Public

Ny cosaissiea aspires July 31, 1998
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this 1994,
I toll~™w-

Prissifal Ssooatfos to tho Staff of tbs iaia Sas and Oil Real, that hs
esesste4 ths ~ aa4 +as aethoriss4 to

Oases J. Saris
Sotacy Sshlio

Sy ooeaissioa aspires Seytoahor 3Q, SS01
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