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BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANTS:

RELIEF SOUGHT:

Clybome Capital, L.L.C. ("Clyborne") )
And Reserve Coal Properftes ("Reserve" ) )

)
)

Issuance of an Amended Supplemental )
Order Amending Prior Orders Affecting )
Drilling Unit P-46 located in the Oakwood )
Coalbed Methane Gas Field I, Buchanan )
County, VA (herein "Subject Drilling Unit" ))
to Provide: )
(I) for the Calculation of Those Funds )
Unit Operator Deposited into the Escrow )
Account for VGOB Tracts 2 and 5 of )
Subject Drilling Unit; )
(2) a Royalty Accounting; )
(3) Disbursement to Clybome and Reserve )
in Accordance with their Royalty Agreement)
Those Funds Deposited by the Unit Operator)
Into Subject Drilling Unit's Escrow Account)
For VGOB Tract 2;
(4) Disbursement to Pocahontas Gas )
Partnership of Those Funds Erroneously )
Deposited By Unit Operator Into Subject )
Drilling Unit's Escrow Account for VGOB )
Tract 5; )
and )
(4) Authorization to Close the Escrow )
Account and for the Unit Operator to Make )
Direct Payment ofRoyalties for VGOB )
Tracts 2 and 5 )

VIRGINIA GAS AND
OIL BOARD

DOCKET NO.
99-0518-0722

REPORT OF THE BOARD

FINDINGS AND ORDER

1. Hearlnu Date and Place: This matter came on for final hearing before the Virginia Gas and Oil
Board (herein "Board") at 9:00 a.m. on September 18, 2001 at the Southwest Virginia Higher
Education Center on the campus of Virginia Highlands Community College, Abingdon, VA.

2. Aonearances: Mark Swartz, Esq. of the firm Swartz and Stump L. C. appeared for the Unit
Operator; and Sandra B.Riggs, Assistant Attorney General, was present to advise the Board.

Jurisdiction and Notlcei Pursuant to Va. Code (j(i 45.1-361.1er seq., and in particular Va. Code

Q 45.1-361.21and 45.1-361.22, the Board finds that it has jurisdiction over the establishment
and maintenance of an escmw account, with tract subaccounts, for each of the coalbed methane
gas drilling units established by the Board through its field rules and subject to a pooling orders,
and that the Unit Operator isrequired to deposit, as applicable, those funds specified in Va. Code
tj 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. Further, the Board finds that: (I) while it does not have jurisdiction to
resolve conflicting claims to the ownership of the Coalbed Methane Gas produced by the Unit
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Operator from wells located on Subject Drilling Unit, and (2) while it does not have jurisdiction to
interpret voluntary agreements by and between the Gas owners/claimants and/or the Unit
Operators or to abridge or contravene the provisions of such agreements, (3) pursuant to Va. Code
tj 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) a final decision of a court of
competent jurisdiction adjudicating the ownership of coalbed methane gas as between the
conflicting claimants or (b) an agreement among all claimants owning conflicting estates in the
tract in question or any undivided interest therein.

Prior Proceedtnus:

4.1.On June 28, 1999, the Board executed an 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 H 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 2, 1999 in Deed Book 494 at Page 49.
The Board designated Pocahontas Gas Partnership 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 December 3, 1999 which was filed with the Clerk's office
on December 13, 1999 in Deed Book 499 page 374 ("Supplemental Order" ) (herein the
Pooling Order and the Supplemental Order are sometimes collectively referred to as the
"Pooling Order" ).

4.2 To the extent claims to the Gas were in conflict, pursuant to Va. Code tj 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 following oil and gas interests within
Subject Drilling Unit were subject to the escrow requirements of the Pooling Order: (a)
41.97-acre tract n/k/a VGOB Tract 2: and (b) a 33.64-acre tract n/k/a VGOB Tract 5. Further,
according to the Board's records and the Accounting attached hereto, the Unit Operator has,
in fact, escrowed funds attributable to both Tracts 2 and 5.

4.3 The Unit Operator's Supplemental Affidavit Re CBM Unit Q-35 dated March 22, 2001
("Affidavit"), copy of which is attached to and made a part hereof states: "That after the
pooling hearing held in the captioned matter, Ronald Clybome and Reserve Coal Properties
entered into a royalty split agreement; that by the terms of said agreement escrow regarding
the conflicting claims of Ronald A. Clyborne and Reserve Coal Properties is no longer
required". Notwithstanding representations made in the Affidavit, at the final hearing of this
matter, the Unit Operator amended the Affidavit by testifying that the parties to the Split
Royalty Agreement are Clybome Capital L.L.C. and Reserve Coal Properties, and that they
are the parties entitled to disbursement of funds on deposit in the VGOB Tract 2 subaccount,
as reflected in the revised Exhibit EE attached hereto. Exhibit E to the Affidavit further
indicates that once the owners/claimants of coalbed methane gas in Tract 2 entered into a
Royalty Agreement, conflicting claims in Subject Drilling Unit subject to the escrow
requirements of the Pooling Order. Further, the Board's escrow records indicate that once the
funds attributable to Tract 2 are disbursed, there will still remain funds attributable to Tract 5
in the Escrow Account.

4.4 By letter dated August 6, 2001, the Board gave notice that on its own motion it would take
the Affidavit under consideration at its hearing on March 19, 2001 and consider whether to:
(1) amend the Pooling Order to provide for the disbursement of all funds on deposit in the
Tract 2 Escrow Subaccount in accordance with the terms of the Royalty Agreement and
based on the Unit Operator's representations as to entitlement, (2) delete the requirement that
the Unit Operator place future royalties attributable to Tract 2 in the Escrow Account, and (3)
determine the disposition of the royalties attributable to Tract 5. Further, the Board ordered
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the Unit Operator to file with the Board a complete accounting of funds it had placed on
deposit in the Escrow Account.

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

5. Findinusi

5.1.Va. Code 45.1-361.22,5provides:

The Board shall order payment ofprincipal and accrued interests, less escrow account fees,
from the escrow account to conflicting claimants within thirty days ofreceipt ofnotification of
(i) a final decision ofa court ofcompetentj urisdiction adjudicating the ownership ofcoaibed
methane gas as between them or (ii) an agreement among a/I claimants owm'ng 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 ofownership i nterest 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 ofdeposit s attributable to
those tracts for which funds are being requested, and the records of the escrow account for
the coaibed methane gas drilling unit. The interests of any cotenants who have not entered
into an agreement shall remain in the escrow account.

5.2 The Unit Operator has certified and represented to the Board that:

(1) Reserve Coal Properties is the sole owner of the coal estate underlying VGOB Tract 2 of
the Subject Drilling Unit;

(2) Clybome Capital L.L.C., is the sole owner of the oil and gas estate underlying VGOB
Tract 2 of the Subject Drilling Unit;

(3) that together Reserve Coal Properties and Clybome Capital L.L.C. claim to have and
own, in the aggregate, the following Gas royalty interest in Subject Drilling Unit by
virtue of their respective ownership interests in Tract 2:

VGOB Tract Acres in
¹ Unit

Percent of
Unit

Escrowed Funds Attributable
To Reserve's/Clybome's
Conflicting Interests in Tract 2

as of 7/25/01

2 41.97 52.46250'/o $ 11,064.90

(4) that Reserve Coal Properties and Clyborne Capital L.L.C., have entered into an
agreement whereby they have agreed to split on a 50/50 basis royalties attributable to
their conflicting claims to coalbed methane gas, including but not limited to their
conflicting claims to ownership of coalbed methane gas underlying VGOB Tract 2 of
Subject Drilling Unit and their conflicting claims to bonuses and/or royalties deposited by
the Unit Operator in the Escrow Account which are attributable to said tract.

(5) that other than the above-referenced funds attributable to Tract 2 of Subject Drilling Unit,
the only other funds on deposit in the Escrow Account are those attributable to Tract 5
which are not in conflict and should not have been deposited by the Unit Operator into
the Escrow Account, to-wit:
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VGOB Tract

¹

5
6. Relief Granted:

Acres in

Unit

33.64

Percent of
Unit

42.05000

Escrowed Funds Attritutable
to Tract 5 Which Were
Erroneously Escmwed by
The Unit Onerator —as of 7/25/01
$9,302.38

A. For the reasons set forth in Paragraph 4 and 5 above, and based upon the Accounting, the Escrow
Agent is ordered to disburse:

(I) Tract 2 Subaccount: (I) filly percent (50%) of the funds on deposit in the VGOB Tract 2
escrow subaccount as of the date of disbursement to Reserve Coal Properties, P. O. Box
947, Blueiield, VA 24605; and (2) ftity percent (50%) of the funds on deposit in the
VGOB Tract 2 escrow subaccount as of the date of disbursement to Clyborne Capital
L.L.C.,c/o Ronald A. Clyborne, 9325 Olympic View Drive, Edmonds, WA 98020.

(2) Tract 5 Subaccount: one hundred percent (100%) of the funds on deposit in the VGOB
Tract 5 escrow subaccount as of the date of disbursement are to be returned to the
Pocahontas Gas Partnership, Unit Operator, P. O. Box 947, Bluefield, VA 24605, for
payment to the parties entitled thereto.

B. Once the disbursements referred to in Paragraph 6.A. have been made, the Escrow Agent is
directed to close the escrow account for Subject Drilling Unit.

C. Further, the Pooling Order filed in this cause is hereby modified to delete the requirement that
payments attributable to Tracts 2 and 5 be deposited by the Unit Operator into the Escrow Account, to
amend the Affidavit by substituting the attached revised Exhibit EE, and to delete Exhibit E to the
Supplemental Order in toto and replace it with the Exhibit E attached hereto. 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. Auneals:

Appeals of this Order are governed by the provisions of Va. Code $ 45.1-361.9which 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 ~/ day of October, 2001, by a majority of the Virginia Gas and Oil
Board.

Chairman, B~.Wampler/
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n

DONE AND PERFORMED this ~day o~, 2001, by an Order of this Board.

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

COMMONWEALTH OF VIRGINIA )
COUNTY OF WISE )

Acknowledged on thi~~day of October, 2001, 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: July 31, 2002

COMMONWEALTH OF VIRGINIA )
COUNTY OF WASHINGTON )

n ~ f)dJ>~~
Acknowledged on this P day of~r, 2001, 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: September 30, 2005
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SUPPLEMENTAL AFFIDAVIT RE CBM UNIT P-46

BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE: Application ofP~ Gas~grr Forced Pooling ofhnarests in CBM Unit P-46
VGOB-99451@4722 in tba Garden District ofBuchanan County, Virginia

AFFIDAVIT OF POCAHONTAS GAS PARTNERSHIP (herein "Drnignat«l ~
REGARDING ESCROW AND SUPPLEMENTAL ORDER

Leslie K~being Erst duly sworn on oath, depo«n and says:

That your aS«a is «nployedby Consol En«gy Inc. as a Gas Engineer and is duly uborizad to make this asrbnm
on behalf ofPOCAHONTAS GAS PARTNERSHIP, the Desig«ned Op«ator,

'liat tbe Order «used on~3, 1999,by thc Virgiaia Gas and OS Board b«ehtagm "BoarrP) ragangag the
captkmed CBM Unit rraluksd tbe Appgcwlt to tnadsr to tbe Escrow Ag«m Smds attribumble to tbe rights, Interests snd
cbtima ofSta persons idanttgad in the annexed Exhibit E as subject to escrow under the Board's Order pooling the
ceptioned Unit, Bo«d Regulatkms and tbc Code ofVirginia;

That agar the pooling beariag hald in tbe captionad msnnr, Ronald Clyborne and Reserve Coal roparthu entered
into a royahy split~that by that«ms ofsaid agresmam ascmw reyudhg tbe ngicting cbdms ofRonald
Clybornc and Reserve Coal Propertm is no kmgar nquhad;

That annexed h«uto are revised Exhibits E and EE;

1bst tbe Designated Openmx bas heretogxe S«l its petiYion seeking tbe disbursanwrt Som escrow ofall funds on
deposit attrgnunble to tbe con@ctbe claims ofRonald Clyboma and Reserve Coal opartias Sg tbe Dasiyuead
Operaaar h preparin its petkion ssehng distnus«tram Som es«ow ofeg Smds on deposit attrgnuable to Sm ongicdng
claims ofsaid reeprmdants and will Se same at hs mrihsn opixstunity, and

That the ann«ted supplemental order provides thu the payment ofgmds subject to Sta aanexM royally split
agreamam shag be made to Sta said parties thereto usher than ao tbe Escrow Agent

Daaxl at Taaewell, Virgima, this 8 K day of NAltCI4 , 2001.

Taken,~and sworn to begun me by Laslie K Aningtrm as Gas Engineer ofConsol Energy Inc„on behalf of
the corponue Desigaaaad Operator, this JA~ day of &Luau ~,2001

Mycommission expires: II/80/fji
Notary
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POCAHONTAS GAS PARTNERSHIP
UNIT PA6

Tract Mentiflcstlons

Mary McNeil - Fee
Coal Lessee

None of Record
1.01acres 1.2625%

Ran Clybome Tr 2- Coal Above Jawbcne Seam, Oil & Gas
Reserve Coal Propergss - Coal Jawbone Seam and Below

Coal Lessees
Jewell Ridge Coal Corp.- Jawbone Seen and above
Pocahontss Gas Partnership - OA & Gas Lessee
Pocahontas Gas Partnership - CSM Leased
Reserve Coal Properties - Suifacs
41.97acres 52.4825%

James M. McGuia Trust- Coal, QN & Gas
Coal Lessees

Reserve Coal Properlias - Below drainage coal Lessee
JeweN Ridge Coal Corp.- Jawbone and Tiller Seams
Pocshontas Gss Partnership - CBM Leased
3.10acres 3.8750%

James M. McGui e Trust - Coal, Oil & Gas
Coal Lessees

Reserve Coal Properties- Below drainage coal Lessee
Jewell Ridge Coal Corp.- Jawbone and Tiller Seams
Pccahontss Gas Partnership - CBM Leased
0.13acres 0.1825%

Southern Region- industrial Realty Corp. Et al. Tr. 1 - Coal. Oil & Gas (except P-3 sean)
Reserve Coal Propsrges - (Owner P-3 Seam)
Coal Lessees
Anker Vlrgtxia Mining Com peny Inc. - AN seemi sicept P-3, Raven, TAler and Lower Seabosni
Jewell Ridge Coal Corpcrsgon - Raven. Tliler and Lower Seaboard
Pocahontss Gas Psrtneship - Oi & Gss Lessee
Pccshontas Gas srtnership - CBM Lessee
33.64acres 42.0500%

C. L Ritter Luinber Company Tr. 27 - Coal, Oil & Gss
Coal Lessees

Reserve Coal Properties - Below drainage cosi Lessee
Jewell Ridge Coal Corp.- Jawbcns and Tiller Seams
Pocahontas Gas Sstneeship - CSM Leased
0.15sores 0.1875%

Page 1
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UNIT P~

Decant 8 VOOB-%451841722
Lht ot ConSctlng OwnerslClahnsnls that requhe aacrew

Page1 of 1 10/29r01
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UNIT PM

Docket 8 VBOt&8945158722
Ust ot ontttcttng Ownms/Claimants with Royalty Split Agreements

(1) Reserve Coal Prcperaes (Jawboim & Below)

P. O. Bcrr 947
Btue5ekl, VA 24605

41.97 acres

(1) Clybome Capital, LLC.
9325 Olympic Vmw Driv
Edmonds, WA 98020

41.97 acres

(1) Soulhem Regkxr Industrkrl Realty, Inc. Tr. 1

Ocshcnbw Land Cpopsnbbnn, Agsm
P. O. Box 1517
Blue&ski, WV 24701

(2) Penn Vsgirrbr Oil & Gas Cmporsbon (CBM Royalty Owner)

P. O. Box 386
Duthskl, VA 24244

Anker Virginia Mining Company
2708 Cranberry Square~,WV 28505

(3) Rmervs Coal cperties (Coal, P-3 Seam)
P. O. Box 947
Sueeekl, VA 24605

42.05000%

'Accordmg lo the ggssment between the parties named in (2), they will split ths cBM royalties 50r50.

O(L & GAS FEE GW)(NESS)BP

(2) Penn Virginia Oil & Gas Coiposbo (CBM Royaky Owner)
P. O. Box 386
Duaeld, VA 24244

42.05000%

Agoing Company
2708 Cranberry Squam

cgantorm WV 26505

Order Recorded Under Code of
Virginia Section 46.1-661.66

"Accorrtng to the ornament between Ne perbss named in (2) they rail sprit ttm CSM myattree 5050

Page 1 et 1 10I29(01



iiQi 3CI:iKOGC SC 383133

00'0'Ei

00'Ei

'HK iSkltii3
:CIQd iNGOKN

63838Vi3l

033'
CIitd

'dOH

3 'S3NKN
EI :8388d

icii3ib 833u
.Hiiv3;Ii13bI3 NOSh383IC

ici3338 IQI3iddC

3h =ti GS'it SCi36 I0:
KOiidibi.iC 3CEC CIQc NGiidi83S36 3683

00' 19h/3HGSSlt 00'KOll883CISKC.".
099903-30 6 1~38:3

83680 QYi8 SGKiCNId 68008 3Hl 30 108d38 'I NCIidi83836
00'EGG : 633H3

IG/LG/ii '6336 AC 3iltC SIhSQ 3NSIC : iO C3hii338
biit,Sh 'd88 3NOAS SIS 50b 83808Q GG: ,iiHCQO ONQ~

KGGI :iN3383d K :li AKNdilC3 KGIIGGQOGd i188iIGO> '60K i3iklt88
3.":Aiil8301 8:Xi 68tt38 QNQ 1IC CNtt 888 OIKl88ih: 3iiKN KOAKOHS

".::Eii'8,0,'LG/i',:C3680 38:338d GLE:NC 8 98ic 00iG: i83iifibiSNI
lNiiiiSd ifid:AKiiihttd biHi3:3dii 9086:938 363:biiH803

;-99900000IG:id;3338 '9SIGGGGIGb13ICG:AVOG339 LS:LG:EI:Scil IG/LG/I:ciVC



L0N 533PitgE 737
llP Ilk

Cy

ggggegeeggegghgg
--IlgllltNIII 44hl

<

=*II,-"I.-'OP@le
ISSSX8888RI vRS

em - e

Ro S

„e
Ol ~

Q O

.=iiigHu".-II
SSadRL'CSSvS

Rv0

ns~Scal~@ S

SKKKRIKKHHP2bK2"-"-"=8 k
'$

5fe-XSi85$ h88RRSa-8

o v cn cn Io ~ o I
Ig85555

ee ee ee ee ee Q ee
Iw p 0fSSSISSRRR

Ih-5-5$ 851f
So5ÃRhmlfg

40 4A 40 en 40 ee 40
co v cn cn ns ~ o us ce ASS

us v Io ce a cn cn~ o a R e ns v

CCRV ~~It
V4VOI f

X co Q
"x

*.-ale:I
S~SSIS

em
$ 8

ellell - ere

akveRSS

oISfloSSSRRR
:'IW%0 H 5 IIIIH

SRSSS SS

555555355
Ig I(SV
5-SSh-"5$

Ie"='=$$I
5454oRS

el( e

~~ ~5S
~~5m'SS

fg
40 ee SS

IV V ~ O h)
M Cn a lo
cli ~ $ S

eeeeeeeeeeee
SI 8 V CII hs I Q Cli I ~ ~

VIRGINIA: In the Clerk's Office ofLthe~cuit Court of Buchanan County. The foregoing instrument


