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FROW COALSEDS AND ROCK STRATA
ASSOCIATED THEREWITH
FRON FRAC WELLS, SHORT HOLES,
UNSEALED GOB, AMD ANY
ADDITIONAL WELLS THAT WAY

BE AUTHORISED PURSUXS)T TO
VA. CODE AMN. 5 45.1-361.20
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(the< "subject Lands" aze more
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part hereof)

REPORT OF THE BOARD

FINDINGS AND ORDER

1. Heari,ng Date and Place: This matter came on for hearing before
the Virgin(ia Gas and Oil Board (hereafter "Board" ) at 9:00 a.m. on January 16,
2001, Bout)west virginia Higher Education center, campus of virginia Hig)hlsSds
Community tollege, Abingdon, Virginia.

2. Appearances: Mark A. swartz of swartz 4 stump, appeared for the
Applicant. Sandra B. Riggs was present to advise the Board.

3. 'urisdiction and Notice: Pursuant to va. code 55 45.1-361.1 et
~se ., the Board finds that it has jurisdiction over the subject matter. Based
upon the evidence presented by Applicant, the Board also finds that the
Applicant has (1) exercised due diXigence in conducting a search of the



reasonably available sources to determine the identity and whereabouts of gas
and oil owtcsrs, coal owners, mineral owners and/or yotential owners, i.e.,
persons 1+ntified by Ayplicant as having ("Owner4) or claiming ("Claimant" )

the rights ho Coalbed Methane Qas in all coal seams below the Tiller Seam

(hereaftex 'Subject Pormation") in Subject Drilling Unit underlying and

comprised of Subject Lands; (2) has given notice to all Such parties
(hereafter sometimes "person(s)" whether referring to individuals,
coryoratioc)is, partaexships, associations, companies, businesses, trusts, joint
ventures of Other legal entities) entitled by Va. Code Ann. 56 45.1-361.19 and

45.1-361.22, to notice of this Application; and (3) that the persons set forth
xn !Dchxbxt, S-3 hereto are persons identified by Ayplicant through its due

diligence jrho may be ownsxs ox claimants of coalbsd Methane Gas interests in
Subject Pprmation, in Subject Dril4ing Unit underlying and cea(prised of
subject Ic(xsfs, who have not heretofore agreed to lease or sell to the
Applicant Qd/or voluntarily pool their Gas interests. Purther, tha Board has
caused not)ca of this hearing to be published as recfuired by Va. Code Aan. 5

45.1-361.15.S.Mhereuyon, the Board hereby finds that the notices given Iterein
satisfy all( statutory requirements, Board rule requirements and the minimum

standards af state due process

4. Amendmsnts: Sxhibit B-3 and Exhibit G, Page 1.

5. Dismissals: Mone.

hereto andi
devisees,
drilling aItd
from the

,undexlyingi
collective)(
in the Su)Ii
as Unit OPIlr

that of their known and unknown heirs, executors, adminisirators,
rustees, assigns aad suceeSsors, both immediate snd remote, for the

operation, including pro()action, of Coalbed Methane Gas, proctuced
Subject Dxilling Unit established for the Subject Formation

and comyrised of the Subject Lands, (hereaftsr sometimes

y identified aad referred to as "well development and/or oyexation
ject Drilling Unit" ), and (2) that the Board designate CONSOI. Inc.

at.or .

7.Rekiaf Granted: The requested relief in this cause be and hereby is
) pursuant to va. code 5 45.1-361.21.c.3, coMsoL Inc. (hereafter
tor") is designated as this Unit operator'uthorised to drill and
wells i'n subject Formation in the subject Drilling Unit, sub'ject
it Icrovisions contained ia va. ccxle 5 45.1-361.27 mt cN(q.l to the

abed'Nethane Gas Pield I Order OQCB 3-90, dated Nay ill„ 1990l to
'Qealbsd Qas Field II Board's order 91-1119«0162 effective as of

granted: (I
"Unit Oyex)a
operate tt()t

the O~
Decembex 17, 1992, to 5 4 VAC 25-150 et see(., Qas and Oil Rmgulatioasl and to
%5 4 VAC 25-160 et ~se ., virginia Qas and Oi.l Board Regulationa, all as

time to time, and (2) all the interests and estat:es ia caxd to the
ct DX'illing Unit, including that of the Applicant, the Unit
that of the known and unknowa persons listed on SRhibit B-3,

eto and seCh a part hereof, and their known and unknown heirs,
inistratoxs, devisees, trusts'es, assigns and succelssors, both
remote, be and hereby are pooled in the subject Formation in the

iag Unit underlying and comprised of the Subject Lands.

amended frye
Qas in 5+je
Oyerator
attached ))er
executors,

j,
adm

immediate Ixad
Subject Drill

6. Relief Recuested: Applicant requests (1) that pursuant to Va.
Code 5 45, 1c361.22, including the applicable portions of Va. Code 5 45.1-
361.21, th(X Board pool all the rights, intere'sts and estates in and to the Gas
in subjec(I Drilling Unit, including the pooling oi'he intex'eats of the
Applicant ax(d those of the known and unknown persons named in Sxhibit B-3



Subject
Formation Unit Sise

Permitted Field and
Weil Location(s) Well Classification

Order
Number

All coalbeds Approximately
and coal 80-acre square
seams bela») drilling unit
the Tiller
seam, in-
cluding, but
not limited
to Upper
Seaboard,
Greasy Creek,
Riddle Sea-
board, Lowe)r
Seaboard, ((jpper,
Hor aspen, iddle
Horsepen, War
Creek, Lower
Horsepen,
PocahontaslNas.
9> 8> 7. 6> 9.
4, 3, 2 an/ various
unnamed ~ and
associated'rack
strata

(1) Well CBN-E16-
78 drilled on
August 3'1, 1978
pursuant 'to
Permit 84694
to an appro-
ximate depth
of 1,749;
(2) Well CBN-
E17-74 drilled
April 1, 1977
pursuant to Per-
mit 84684 to an
approximate depth
of 1,659 feet.

Oakwood Coalbed
Gas Field I
and Oakwood Coal-
bed Nethane Gas
Field II for
Coalbed Nethane
Gas including
Well Gas,
as well as Un-
sealed Gob Gas,
Short Hole Gas,
and Gas from
any Additional
Well

OGCB 3-90,

amended >

(herein
"Oakwood
I Field
Rules" )
and
VGOB No.
91-1119-
0162 as
amended
(herein
"Oaksoad
II Field
Rules" )

For the Subject Drilling Unit
underlying and comprised of the Subject

Land referred to as:

Unit Number E-16/E-16B
Buchanan County, Virginia

pure Wan
following ¹mt
of allawab(le
Nethane Gal d
each 80-acre

t to the Oakwood 1I Field Rules, the Board has adapted the
hod for the calculation of production and revenue and alienation
costs for short hole and unsealed gob pxoductian of coalbed

ependent upon the particular long wall mining plan applicable to
drilling unit.

The designated operator of any 80-acre drilling unit or units
with)n the boundaries of which any long wall panel which has been
isolated by the driving of entries is located and from which Unsealed
Gob (j)as, Shox't Role Gas or Gas from any Well authorised by the Cade of
Virg|)nia is produced, shall caloulate production and revenue based upon
the Bine plan as implemented within each affected 80-acre drilling unit
and Q particular, based upon the mineral acreage, as platted upon the
surf/ca, in each 80-acre dxilling unit actually cantained within a long
wall'panel as depicted by said mine plan. Except as otherwise provided
here4n, a copy of the pertinent poxtion of the mine plan being utilixed
to c|)lculate production, revenue and costs from any affected 80-acre

dr+11
'img unit shall be filed of record with the Board prior to the

pa nt of any revenue based upon such calculations, The formula or
divi4)i>¹n of interest for production from any 80-acre drilling unit
affaked by a lang wall panel and from any sepaxmtely owned tract in any
such'88-acre unit shall be calculated as follows:



7.1. For Short Hole Qas - The amount of production produced from
and attributed to each 80-acre drilling unit shall be the
ratio (expressed as a pex'centage) that the amount of mineral
acreage, when platted on the surface, which is both in the
affected unit and the long wall panel, bears to the total
mineral acreage, when platted on the suxface, contained
within the entire long wall panel affecting such 80-acre
drilling unit.

7.2. For Unsealed Qob Gas - The amount of production produced
from and attx'ibuted to each 80-acre drilling unit shall be
the ratio (expressed as a percentage) that the amount of
mineral acreage, when platted on the surface, which ie both
in the affected unit and the long wall panel, bears to the
total mineral acrdmge, when platted on the surface,
contained within the entire long wall panel affectfxxg such
80-acre drilling unit.

7.3. i. For Qas from Amy well Located in a Loncx wall Panel.
After actual cowmen(hwxsnt of coal mining operations by the
driving of entries and completion of isolation of a long
wall panel, the amount of Qas produced fxom such a well and
attributed to each 80-acre drilling unit shall be the ratio

(expressed as a percentage) that the amount of minmral
acreage, when platted on the surface, which is both in the
affected 80-acre drilling unit and the isolated long wall
panel, hears to the total mineral acreage, when platted on
the surface, contained within the entire long wall panel
affecting such 80-acre drilling unit.

ii. For Free well Gas. - Prior to the actual commencement
of coal mining operations by the driving of entries and
completion of isolation of a long wall panel, Qas from any
well located in a proposed long wall panel shall be produoed
from and allocated to only the 80-acre drillix(g unit in
which the well is located according to the undivided
interests of each Owner/Claimant within the unit, which
undivided interest shall be the ratio (expreesed as a
percentage) that the amount of mineral scream)e x(ithin each
sepax'ate tract that is within the Subject Dxil}ing Unit,
when platted on the surface, bears to the total mineral
acreage, when platted on the surface, contained within the
entire 80-acre drilling unit in the manner set fourth in the
Oakwood I Field Ruled.

8. Hlection and Election Period: In the event any Qas Owner or
claimant nxlmed in Exhibit 8-3 hereto does not reach a, voluntary agreement to
share in tbe operation of any well to be located in the subject Dri,lling Unit
and/or outxlide subject Drilling Unit but from which production is allocated to
Subject Drflling Unit, at a rate of payment mutually agreed to by said Gas
Owner or C),aimant and the Applicant or Operator, then such person named may
elect one qf the options set fdrth in Paragraph 9 below and must give written
notice of (his election of the option selected under Paragraph 9 to the
designated Unit operator at the addrs)ss shown below wi,thin thirty (30) days
from the +te this Order is recorded in the county above named. A timely
election sha11 be deemed to have been made if, on or before the last dsy of
said 30-day'eriod, such electing person has delivered his written election to
the desi~ted Unit Operator at the address shown below or has duly postmarked



and placed, its written election in first class United States mail, postage
prepaid, addressed to the Unit operator at the address shown below.

9.1
Slection Options:

Option 1 - To Participate In The Davit and Operation of the
Drillinm Unit: Any Gas owner or claimant named in )bxhibit 8-3 who

does not reach a voluntary agreement with the Applicant, or
Operator may elect to participate in the develoisnsnt and operation
of the Subject Drilling Unit (hereafter "Participating Operator")
by agreeing to pay the estimate of such participating operator's
proportionate part of the actual and reasonable costs of the
Nvelopmsnt contemplated by this Order for free well gas, short
hole gas, unsealed gob gas and gas from any increased density well
pxoduced pursuant to the Oa)xwood I or Oalxwood II Field Rules,
including 8 r8asonabls sgpervision fee, of the well development
and operation in the Subjiect Drilling Unit, as more particularly
set forth in virginia Gas and oil soard Regulation vR 4VAc 25-160-
100 (herein "Allocable, Completed for Production Costs" ).
Purther, a participating Operator agrees to pay the estimate of
such Participating Operator's proportionate part of the TOtal
Allocable, completed-for-pxoduction panel costs as set forth )881ow

to the Unit Operator within forty-five (45) days from the later of
the date of mailing or this date of recording of this Qx'der. The
Total Allocable, Completed-for-production panel costs for the
Subject Drilling Unit are as follows:

Allocable, Completed-for-Production Panel Costs: 8 99, 166.48

9.2

A Participating Operator's proportionate cost hereunder shall be
the result obtained by multiplying the Participating

Operatoxs'Percent

of Unit" timea the Total Allocable Ccmpleted-for-
Production Panel Costs set forth above. Provided, however, that
in the event a participating operator elects to participate and
fails or refuses to pay the estimate of his proportionate part of
the Total Allocable, Completed-for Production Panel Cdsts as set
forth above, all within the time set forth herein and in the
manner prescribed in Paragraph 8 of this Order, then such
Participating Operator shall be deemed to have elected not to
participate and to have elected compensation in lieu of
participation pursuant to Paragraph 9.2 herein.

Option 2 - To Receive A Cash Bonus Consideration: In lieu of
participating in the dsve3.opmsnt and opexation of subject Drilling
Unit under Paragraph 9.1 above, any Gas Owner or Claimant named in
Exhibit B-3 hereto who does not reach a voluntary a~t with
the Applicant or Operator may elect to accept a cash bonus
consideration of 81.00 per net mineral acre owned by such person,
commencing upon entry of this Order and continuing annually until
conxaencement of production from Subject Drilling Unit, and
thereafter a royalty of 1/8th of 8/Sths [twelve aad oae-half
percent (12.5%)] of the net proceeds received by the Unit operator
for the sale of the Coalbed Nethane Gas produced from any well
development covered by this Order multiplied by that person'
Division of Interest or proportional share of said production (for
purposes of this order, net proceeds shall be actual proceeds
received less all post-production costs incurred downstream of the
wellhead, including, but not limited to, all gathering,



compression, treating, transportation and marketing costs, whether
performed by Unit Operatoz or a third person) as fair, reasonable
and equitable compensation to be paid to said Gas owner or
Claimant. The initial caz)h bonus shall become due and owing when

so elected and shall be tendered, paid or escrowed within sixty
(60) days of recording of this Order. Thereafter, annual cash
bonuses, if any, shall become due and owing on each anniversary of
the date of recording of this order in the event production from
Subject Drilling Unit has not theretofore commenced, and once due,
shall be tendefed, paid or escrowsd within si~ty (60) days of said
anniversazy date. Once the initial cash bonus and the annual cash
bonuses, if any, are so pNid or escrowed, subject to a final legal
determination of ownership, said payment(s) shall be satisfaction
in full for the right, interests, and claims of such electing
person in and to the Gas produced from subject Formation in the
Subject Lands, except, however, for the I/8th royalties due
hereunder.

Subject to a final legal determination of ownership, the election
made under this Paragraph 9.2, when so made, shall be satisfaction
in full for the riqht, interests, and claims of such electing
person in any well devel~ and operation covered hereby and
such electing person shall be deemed to and hereby does lease and
assign, its right, interests, and claims in and to the Gas
produced from Subject Formation in the Subject Drilling Unit to
the Applicant.

9.3. Option 3 - To Shaze In 'The Development And Operation As A Won-

particinating person on A Carried Basis And To Receive
Consideration In Lialu Of Cash: In lieu of participating in the
development and operntion of subject Drilling Unit undez paragraph
9.1 above and in lieu of receiving a cash bonus cohsideration
under Paragraph 9.2 above, any Gas Owner or Claimant named in
Bxhibit B-3 hereto who does not reach a voluntary a~nt with
the Applicant or operator may elect to shaze in the development
and operation of Subject Drilling Unit on a carried basis (as a
"carried well operator" ) so that the proportionate part of the
Total completed-for-production panel costs hereby allocable to
such Carried Well Operater's interest is charged against such
carried well operator's sbare of pzoduction from subject Drilling
Unit. such carried Well opezator's rights, interests, and claims
in and to the Gas in s+ject Formation in the subject Drilling
Unit shall be deemed an/ hereby aze assigned to the Applicant
until the proceeds from the sale of such Carried Well Operator's
share oi'roduction from Subject Dzilling Unit (excluaive of any
royalty, excess or overriding royalty, or other non-operating or
non cost-hearing burden reserved in any lease, assignment thszeof
or agreement re3,atin(f thereto covering such interest) equals three
hundred percent (300%) for a leased interest oz'wo hundred
percent (200%) for an unleased interest (whichever is applicable)
of such Carried Well Operator's share of the Total Completed-for-
Production Panel Costs allocable to the interest of Such Carried
Well Operator. When the Applicant recoups and recovers from such
carried well operator's assigned intezest 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 revezsion, such Carried Well Operator
shall be treated as if it had participated initially under



Paragraph 9.1 above; and thereafter, such participating person
shall be charged with and shall pay his proportionate part of all
further costs of such well development.

Subject to a final legal determination of ownership, the election
made under this Paragraph 9.3, when so made, shall be satiafaction
in full for the rights, Xntexests, and claims 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 its rights, intextests, and claims in and to the Gas
produced from Subject Formation in the Subject Drilling Unit to
the Applicant for the period of time during which its intexest is
carried as above provided prior to its reversion back to such
electing person.

Pailure to Properlv Sleet: In the event a person named in exhibit
oes not reach a voluntary agreement with the Applicant or operator

elect within the time, in the manner and in accordanoe with th'

s Order, one of the alternatives set forth in paragraph 9 above
is interest gualifies, then sech person shall be deemed to have

to participate in the propoxmsi development and operation of
lling Unit and shall be deemed, subject to a final legal
n or ownership, to have elected to accept as satisfaction in full
san's right, interests, xjnd claims in and to the Gas in subject
the subject Drilling Ikxit the cansidexation provided in Paragraph

r which its interest gualifies and shall be deemed to have leased
d his right, interests, and claims in and to said Gas produced

Formation in the Subject Dx'illing Unit to the Applicant. Persons
o properly elect shall be deemed, subject to a final legal

10.
B-3 hereto d
and fails go
terms of taxi
for which h
elected not
Subject DSi
detexminatgo
for such r
Formation in
9.2 above fo
and/or assigns
from Subje4t
who fail ,'t
determinat4on of ownex'ship, to have accepted the compensation and terms set
forth her)in at Paragraph 9.2 in satisfaction in full for the right,
interests, and claims of such person in and to the Gas produced from the
Subject Fofmation underlying Subject Lands.

11. Default Sy Participatina Person: In the event a person named in
Exhibit s-3 elects to participate under paragraph 9.1, but fails or refuses to
pay, to swcure the payment or to make an arrangement with the Unit Operator
for the ~t of such person's proportionate part of the Total Allocable,
Completed-for-Production Panel Costs as set forth herein, all within the time
and in th) manner as prescribed in this Order, then such person shall be
deemed to .'&ave withdrawn his election to participate and shall be deemed to
have elec)ed to accept as satisfaction in full for such pezson's right,
interest, Ixnd claims in and to the Gas in Subject Formation in the Subject
Dxilling Wit the consideration provided in Pazagraph 9.2 above for which his
interest gualifies depending on the excess burdens attached to such interest.

WhereuponI any cash bonus consideration due as a result of such deemed
election sjuxll be tendered, paid ox escrowed by Unit operator within sixty
(60) days after the last day on which such defaulting person under this Order
should ha+ paid his proportiohate part of such cost or should have made

satisfacto+ arrangesmnts for the payment thereof. when such cash bonus
conslderatfon is paid or escrowed, it shall be satisfaction in full for the
right, inxlerests, ind claims of such person in and to the Gas in subject
Formation underlying subject Drillibg Unit in the subject Lands covered
hereby, exbept, however, for any royalties which would become due pursuant to
Paragraph 9.2 hereof.

12. Assicnmant of Intereat: In the event a person named in Sxhibit B-
3 is unable to reach a voluntary agreement to share in the development and



operation of the wells contemplated by this Order at a rate of payment agreed
to mutually) by said Owner or Claimant and the Applicant or Operator, and such

person eleclts or fails to elect to do other than participate under Paragraph
9.1 above gn the development and operation of subject Formations in subject
Drilling U+t, then subject to a final legal determination of ownership, such
person shail be deemed to have and shall have assigned unto Applicant such
person's right, interests, and claims in and to any well, in Subject Pormation
in Subject iDziiling Unit, and/or outside Subject Drilling Unit but from which

production 's allocated to Subject Drilling Unit, and other share in
production )tc which such person may be entitled by reason of any election or
deemed elektion hereux(der in accordance with the provisions of this Order
governing Said election.

13. Unit operator (or ooeratoz): cowsoL Inc., be and hereby is
designated as Unit operator authorized to drill and operate subject Pozmation
in Subject
Va. Code ()5
Regulation8;
the Oakwocld
Methane
time, and Bl
Operator id

Drilling Unit, all subject to the permit provisions contained in
45.1-361.27 et ~se .; BlB 4 vAc 25-150 et see(., Gxs and Oil

88 4 vAc 25-160 et ~., virginia Qas and oil Board Regulations;
Coalbed Gas Field I Order OGCS 3-90 and the ~ Coalbed
Pield II order vQQB 91-3119-0162, all as amended frcm time to
1 elections required by this Order shall be communicated to Unit
writing at the addzess shcwn below:

COWSL Snc.
O. Box 947

Bluefield, VA 24605
Phcne: (540) 988-1015
Fax: (540) 988-1055
Attn: Leslie K. Arrington

commencement of Onezatiohs: On August 31, 1978,Unit Operator
1 cSM-B16-78 within the subject Drilling Unit pursuant to permit
tionally, Unit Operator bas drilled one well, Well CBM-B17-74,
Subject Drilling Unit from which production is to be allocated to
Drilling Unit. The Unit o))erator shall prosecute operation of same
igenCe. This Order shall tersdnate, except for any cash sums then

dsz; otherwise, unless sooner terminated by Order of the Board
on the date on which all wells covered by this order axd/or all

which production is allocated to the subject Drilling Unit are
abandoned and plugged.

14.
drilled WeeL
()4694.
outside thg
the Subject
with due d((l
payable haik'elun

at 12:00 P,'.M

wells froal
permanently/

The Unit Operator shall file with the Board notice of the date on
which any longwall panel under Subject Drilling Unit becomes isolated by the
driving of'ntries thereby resulting in a change in the method of calculating
production and revenue apd the al).ocation of allowable costs from that
provided ih the Oakwood I Pield Rules to that provided in the Oakwood II Field
Rules.

15. Ooerator's Lien: Unit Operator, in addition to the other rights
afforded 3)ereunder, shall have a lien and a right of set off on the Gas
estates, rfights, and interests Owned by any person subject hereto who elects
to participate under Paragraph 9.1 in the subject Drilling Unit to the extent
that costa incurred in the drilling or operation on the Subject Drilling Unit
are charge)able against such person's interest. Such liens and right of se't
off shall be separable as to each separate person and shall remain liens until



the Unit Operator drilling or operating any well covered hereby has been paid
the full amounts due under the terms of this Order.

16. Escrow Provisions:

The Unit Operator has represented to the Board that there are no
unknown or,unlocatable owners/claimants whose entitlements are subject to the
requirements of Paragraph 16.1 below; and that there are no conflicting
owners/clafmants in Subject Drilling Unit whose entitlements are subject to
the requiz)ements of Paragraph 16.2 below. Therefore, unless and until
otherwise z)rdered by the Board, the Escrow Agent named herein or any successor
named by tbe Board is not required to establish an escrow account for Subject
Drilling Unit (herein "the Bscrow Account" ) or to receive and account to the
Board pursqant to its agreement for any escrowed funds hereafter described:

First Union Eational Bank
Corporate Trust PA1328
123 South Broad Street
Philadelphia, PA 19109-1199
Te),ephone: (88) 396-0853 or (215) 985-3485
Attention: CoZporate Trust Don Ball inghof f

16.1, Escrow Provisions For Unknown or Unlocatable Persons: If any
payment of bonus, royalty payment or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be looated or is unknown, then such cash bonus,
royalty payment, or other payment shall not be cosaaingled with any
funds of the Unit Operator and shall, puzsuant to Va. Code Ann. 8
45.1-361.21.D, be deposited by the Operator into the Escrow
Account, ccsmmncing within one hundred twenty (120) days of
recording of this Order, and continuing thereafter on a monthly
basis with each deposit to be made, by use of a report fozmat
approved by the Inspector, by a date which is no later than sixty
(60) days after the last day of the month being reported and/or
for which funds are being deposited. such funds shall be held for
the exclusive use of, amd sole benefit of the person entitled
thereto until such funds can be paid to such person(s) or until
the Escrow Agent relinquishes such iunds as required by law or
pursuant to Order of the Board in accordance with Va. Code Ann. 5
45.1-361.21.D.

16.2 Bscrow Provisions For Conflicting Claimants: If any payment of
bonus, royalty payment of other payment due and owing under this
Order cannot be made because the person entitled thereto cannot be
made certain due to conflicting claims of ownership and/or a
defect or cloud on the title, then such cash bonus, royalty
payment or other payment, together with Participating Operator's
proportionate costs piid to operator pursuant to paragraph 9.1
hereof, if any, (1) shall not be coszaingled with any funds of the
Unit Operator; and (2) shall, pursuant to Va. Code Ann. 55
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 Escrow Account within one hundred twenty
(120) days of recording of this Order, and continuing. thereafter

on a monthly basis with each deposit to be made, by use of a
report format approved by the Inspector, by a date which is no
later than sixty (60) days after the last day of the month heing
reported and/or for which funds are subject to deposit. Such
funds shall be held for the exclusive use of, and sole benefit of,



rg~(335
the person entitled thereto until such funds can be paid to such
person(s) or until the Eecrow Agent relinquishes such funds as
required by law or pursuant to Order of the Board.

17. Special Pindincs: The Board specifically and specially finds:

17.1

17.2

Applicant is a Virginia general partnership comprised of
Appalachi.an Operators, Inc., and Appalachian Nethane, Inc., who
are indirect wholly owned subsidiaries of CONSOL Energy.
Applicant is duly authorised and qualified to transact business in
the Cc4msonwealth of Virginia>

CONSOL Inc. has accepted Applicant's delegation of authority to
explore, develop and maintain the properties and assets of
Applicant now owned or hereafter acquired, has agreed to explore,
develop and maintain the properties and assets of Applicant, and
has consented to serve as coalbed Methane Qas Unit operator for
Subject Drilling Unit and to faithfully diecharge the duties
imposed upon it as Unit Operator by statute and regulation,

17.3

17.4

CONSOL Inc. is ~ Delaware corporation duly authorised to tzansact
business in the Cossaonwealth of Virginia and is an operator in the
Commonwealth of Virginia and has satisfied the Board's
requirements for operations in Virginia;

Applicant, Buchanan production Company, claims ownership of gas
leases, Coalbed Methane Gas leases, and/or coal leases
representing 82.98 percent of the oil and gas interest and 82.98
percent of the coal interest in subject Drilling Unit, and
Applicant claims the right to explore foz, develop and produce
coalbed Methane Qas from Subject Formations in oakwood Unit Number
E-16/E-16B in Buchanan county, virginia, which subject Lands are
more particularly described in Exhibit "A";

17.5 Applicant currently propohes to produce two wells on the Subject
drilling Unit to develop ths pool of Qas in Subject Pozmations,
and to operate and dhvelop subject Drilling Unit by the use of one
well located outside of, Subject Drilling Unit by allocating
production from said well to Subject Drilling Unit;

17.6 Subject Drilling Unit is located in the VP No. 1 Mine's Nos. 5, 6,
and 7 Longwall PanSls as reflected on the mine plan attached
hereto as Bxhibit G;

17.7 The estimated total production from Subject Drilling Unit is 125
to 550 NNCP. The estimated amount of reserves from the Subject
Drilling Unit is 125 to 550 NKF;

17.8 Set forth in Bxhibit B-3 is the name and last known address of
each Owner or Claimant identified by the Applicant as having or
claiming an interest in the coalbed ethane Gas in Bubject
Pormation in Subject Drilling Unit underlying and comprised of
Subject Lands, who has not, in writing, leased to the Applicant or
the Unit Operator or agreed to voluntazily pool his interests in
subject Drilling Unit for its development. The interests of the
Respondents listed in Exhibit B-3 coeprise 17.02 percent of the
oil and gas interests, 17.02 percent of the coal interests in

10



Subject Drilling Unit;

17.9 Applicant's evidence established that the fair, reasonable and
equitable compensation to be paid to any person in lieu of the
right to participate in any well covers& hereby are those options

, provided in Paragraph 9 abcve;

17.10 The relief requested and granted is just and reasenable, is
supported by substantial evidence and will afford each person
listed and named in Exhibit B-3 hereto the opportunity to recovez
or receive, without unnaoessary expense, such person's just and
fair share of th'e production from Subject Drilling, Unit. The
granting of the Application and relief requested therein will
ensure to the extent possible the greatest ultimate recovery of
coalbed methane gas, prevent or assist in preventing the various
types of waste prohibited by statute and protect or assist in
protecting the correlative rights of all persons in the subject
cowmen sources of aR)ply in the Subject Lands. Thezeiore, the
Board is entering an Order granting the relief herein set forth.

18. Nailing Of Order And Pilins Of. Affidavit: Applicant or its
Attorney a+11 file an affidavit with the secretary of the Board within sixty
(60) days Bfter the date of recozding of this Order stating that a true and
correct cc+y of said Order was mailed within seven (7) days from the date of
its receipt to each unleased Respondent named in Exhibit B-3 pooled by this
Order and Shoes address is known.

19. Availability of Unit Records: The Director shall provide all
persons not subject to a lease with reasonable access to all records for
Subject Dgilling Unit which are submitted by the Unit Operator to said
Director ahd/or his Inspector(s).

20. Conclusion: Therafcre, the requested relief and all terms and
provisions'set forth above be and hereby are granted and IT Is so QRDRRED.

21. Appeals: Appeals of this Order are governed by the provisions of
Va. Code Ann. S 4$ .1-361.9 which provides that any order cr deciaion of the
Board may be appealed to the appropriate circuit court. Such appeals must be
taken in the manner prescribed in the Administrative Process Act, Va. Code
Ann. 6 9-6.14:I et seg. and Rule 2A of the Rules of the virginia supreme
Court.

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

D0NE AND EXRcUTED this P day of March, 2001, by a majority of the
Virginia Qes and Oil Board.

CEmizman, B)S)fny R. W~ler

11



65h 337

DONE AN) PERPORNED this S day of Narch, 2001, by Order of this Board.

B. K. Wilsoh
Principal Executive To The Staff
Virginia Gas and Oil Board

STATS OP VIRGINIA )
COUNTY OP WISE )

Achnctwledged on this~ day of Narch, 2001, personally before me a
notary pugbic in and for the Cosmxxtwealth of Virginia, appeared Benny R.
wampler, ing duly sworn did depose and say that he is chairwmn of tha
virginia Qlfs and oil Board, that he executed the sama and was authorised to do
so.

'Susan G. Garrett
Notary Public

Ny caeaaission expires July 31, 2002

STATE OP VIRGINIA )
COUNTY OP IWGTOS )

Ac ledged on this day of Narch, 2001, personally before me a
notary pub)ic in and for the cceamwealth of virginia, appeared B. R. Wilson,
heing duly Sworn did depose and say that he is Principal Execute to the
staff of She virginia Gas and oil Board, that he executed the same and was
authorised'o do so.

phn uL)
Notary Public

Ny commiss)on expires September 30, 2001



eeaeSRVV Ledi'",$4'Qf. T4ÃS4 Feae Ness
ellovm sv caNseL vsv. eel wssE Nav susvKYED.

C) '.
Kl

/
I
I
I
I

I

f
I

I

I

t+
)
l

I

I

I

I,

N 3SLI25.32
E 073,307.50

5

Q N 359.025.47+
E 97S.240.23

S .
3 I

I

'I
I

ll

IA

I K,

I

I

I

N 355.055.03
E 975370.40

EXHIBIT A

OAKWOOD FIELD UNIT E-16
FORCE POCIL ING

VGOBW1 -01 1 6W86'7

'e
Cospany CONST Enerav Inc. eel I Name ond Nusher UNIT El

Tract No. Elevotian

County Suchonon Dtstrict Narth Orundv/South Crundv Scale: I" = kSV Date x ~P»
This plat ls ol new plat II I an updoted plat or a fgl plat

/M~ /f7~ Xs tsIII'seS tt;--
Lt eM e etessteeet s sttts»'ldstees L~ s s sett~ .c".'



December 13,3000

COBOL «i NC.
~EN

When ~~ot al. Tr. 00- Coal, C5 4 Oas
Coal Leases
tstand crash coal~«Ssstrnr'aN Leased:—:--FtsdtrsSsn -CSIhaeed
Jewek Coat 4Coho~-
0.10norse

DarreNrtdrtn DeaMs, ot ns. -Feo
Coal Lassos
Mand Crash Coal C ~-Setarrr:Coal Leased
7.50sores 0ASF5%

Nodh Amsdsan Thnher Corp. Tr.0- Feo
Coal Lessee
Mend Crash Coal Cempaay- SatswDrstaaSe Cool Loosed~e~i s~ CSNNLaaaed
2.05nemo 3.5155%

&ma R. Roasts, sl al. —Coal, C5 4 One
Coal Lessee
Mend Creek Ceel Comyeatl- Sotsw DratasSs Coal Leased
Seehanan prsrhre0en Cam0anp-'C5, Sensed ~loaned
0.75 aalu 0~%
Sed W. Tates, et al. (HrhsefLaehe S.Yatsrd- Coal, C54 Oas
Coal Leases
tthetd CssehCoal r== .-Sahat ~CeelLeaeod~~-CSNLdaead 58t52}
DerreSSMn DenMs, ates. -Swhse
11Weew 14.185%

Shn0r ~-.Timber Corp. Tr. 5-Feo
Coat Laeesa
MsndCseehCeel ~-Setewr CoetLeeeedr~C ~-SSINNdaad
diA2Mras 0SANI%

Yehe'n — —ot al. Tr. 14-Coot, C04 Oas
Coal Leases
MandCssettCoatC ~- L~CoetLseood
JewN .::::Coal Carp aad Ceal Loosed~-4'anced
13.00earns 10~%



PsowW af bnaoeeele
Qsk 7 $0 4%i%

(1) Canny Aha) caeeds, d ue
P.CL Ow Sly
Qrsndy, V/( SeNe

(1) )freer~Yhnbar ~» 17.$

(1) Earl W. dok
Hain ot 8 Lrelw IL Ydaa

11.SSwrw 1/L10$$% $.$87%

(a) leon Y
o/a Ceyry
7 Coh
Otsayahl 4lhf Se701

(b)~ (d'ye
8ÃO ($(yya

giQL 28180

(o) Bwnw L,'s)aber
2$120$by fecal

VA 2S224

(4) Cneeeghahhar

Cr ~VA 28010

(e) Chrbyne(L @eager
8$(m Osnhy I(eya Capt

'VA 28112

(hb) Cra(OA +
Owofarl OC 28802

(oo) Anne eearls IL Trwener
P.O. Oon SN
Oaenaa hh, VA 24$$

1A2
1/8 d1LSSwrw

(LOO

1/12$ et 11.SSwrw

(LOO

I/12$ d11M wrw

0.0$
1/128 ef 11.$$ wrw

0.0$
1/12$ of 11.$$ aow

(LOS
1/120 et 11.$$ wrw

0.0$
1/120 ot ILSSwrw

1A2
1/8 d 11.$$ wrw

1.7708% am»

a110$» O.N$%

0.11M» O.N$ %

(L11M» O.N8%

(L«mC . aNO»

1.7700% 0.0%%

PoOa1d2



(1) Qews 'IQenhts, el us
P.Q. See $8I)
Qnsrsfy. VA, 2a814

(1) He/Sr hnernerwthsher C—
r

-~-, Y).8

(1) Serf tf/. Yrehs,
Hehe ef 8 Laufse S.YHee

11.3$wrw 14.1820%

(18 luce Vhfw

7QHr (ansi
shrs8st8 wfv 2470t

(h) Qehareh IL Q8fs

1A2
1/8 ef tt.33wrw

Oi08
1/128 af 11.$$ nares

0.1108%

(a) ttusnw I
228888hrf

a08 Ltt&% 0.043%
t/128 af 11.38wrw

(d) QreSsrf

(e) Chrtesns S.aHee8sr

23112

(hh) Crs(8 A. He/n
801 Paul Qrlw

(L08
t/128 at t 1.38wrw

02$)
t/1$ 8 ef 11.3$wrw

O.OI
I/tSO at 11.33eerw

0.1108% 0.848%

0.1108% (08O%

0.1180% 0.008%

(ce) Anne seerfs IS. Ysssener
P.Q. Seu (S(S
Seance 888)trl $e088

(rtrf) dahn R. Lerh

OAR
1/120 ef 11.$$wrw

1'/8 et 11.$$ wrw

0.1180% 0048%

1.7103% 0.%0%

Ps8s2 af 2 1/t7/01



G
BUCHANA

14

.r ~ r wr .r ~ ~ ~ s~taaaanaa
r~~~ r ~~~xyY/j~WgÃAX aa

",~Jt
iiXNX~~j~ikXXMeW/XÃ~~4WPXPPEXPX/XZA+lIIII

15 '6 17 18

VIRGINIA GAS AND OIL BOARD
DOCKET NO. VGOB-61-0116-0867

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

Rtkascd this late to: JQ5CAC'~ H ~, TESTEP%tf&Mr &,~~enutv Ctertr


