
ae am(m n.som>
~

V I R G I Ni I A:

!
ORDER RECORDED UNDER CODE
OF VIRGINIA SECTION 451-36126

BEFORE THE VIRGINIA QAS AND OIL BOARD

APPLICANT:

RELIEF

SOUCI'EGAL

DESCRIPTION

JEICT DRILLING UNIT SERVED BY WELL MUMBERBD

,'(As-162 a As-169) (herein "well" ) To BE
IIBD IN THB LOCATION DEPICTED OM SESXBZT A,

SUB
S-35
DRIL
HESUFIIO

Car Cole Heirs et al Tract
sen QSBSRBSR3LS

3SW5XBSSRXAL DlSTRZCT
CSSMTX, VXRQZMXA

"Subject Lands" are more
cularly described on ishibit A,

attached hereto and made a part hereof)

Pa
Sm
Ba
(the
part 5

Appalachian Energy Xnc. ) VIRGINIA QAS

) AND OIL BOARD

POOLINQ OF INTERESTS IM A 80.20 )

ACRE SQUARE DRILLING UNIT ) DOCKET NO.
DESCRIBHO IN SSSXBZT A HERETO ) VQOB-OT/05/15-1930
LOCATED IN THE ~ NO ~ 1 COAL BHO)

GAS FIELD AND SERVED BY WELL NO. )
M-35 (AS-152 0 AS-169) (herein )

"Subject Drilling Unit" ) PURSUANT )

TO VA. CODE 55 45.1-361.21AND )

45.1-361.22, FOR THE PRODUCTION OF )

OCCLUDED NATURAL QAS PRODUCED FROM )

COALBEDS AMD ROCK STRATA ASSOCIATED )

THEREWITH (herein "Coalbed Methane )
Gas" or "Gas") )

)
)
)

)
)
)
)

)
)

)
)

)

)
)

)

REPORT OF THE BOARD

FINDINGS AWD ORDER

1. Hearing Date and Place: This matter came on for hearing before
the virgin)a Gas and oil Board (hereafter "Board" ) at 9:00 a.m. on May 15,
2007 Scut/west Higher Education Center, Campus of Virginia Highlands
Community College, Abingdon, Virginia.

2. Annearances: Jsmee B. Kaiser of Wilhoit and Kaiser, appeared for
the Applicant.

3. i Jurisdiction and Notice: Pursuant to Va. Code 5545.1-361.1 et
see(., 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 diligence in conducting a meaningful search



of reasonabIly available sources to determine the identity and wherleabouts of
each gas ~ oil owner, coal owner, or mineral owner and/or potential owner,
i.e., persbn identified by Applicant as having ("Owner" ) or claiming
("Claimant"I the rights to Coalbed Methane Gas, including all coalbeds and

coal seams !below the Tiller seam including but not limited to the Seaboard,
Greasy CreeIi, Bandy, Horsepen, War Creek, Pocahontas Nos.9, 8, 6, 5, 4, 3, 2,

and va/ious unnamed coal seams, coalbeds and rock strata associated
therewith akwood No.1 (hereafter "subject Pormations") in the subject

Claimants bf C
Subject Drillin
Applicant ()uui/
Owners/ClaiJsmnt
the Board )tuzs
Va. Code Bl45.
given harshen sa
the minimuml stands

oalbed Methane Gas interests in subject pormatio!ns in the
g Unit who have not heretofore agreed to lease or s'ell to the
or voluntarily pool their Qas interests. conflicting Gas
s in Subject Drilling Unit are listed on Bxhibit B. purther,
caused notice of this hearing to be published as z'squired by
1-361.19.B.Whereupon, the Board hereby finds that the notices
tisfy all statutory requirements, Board rule requiremelnts and

rds of state due process.

Drilling Uz)it underlying and comprised of sub3ect Lands; (2) represented it
.has given, notice to those parties so identified (hereafter sometimes
4person(s)" whether referring to individuals, corporations, pagtnerships,
association)z, companies, businesses, trusts, joint ventures or othey legal
entities) 4(ntitled by Va. Code $ 5 45.1-361.19 and 45. 1-361.22, to no!tice of
the applicsItion filed herein; and (3) that the persons set forth in Bmhibit
B-3 hereto;have been identified by Applicant as persons who may be Owners or

4. Amendments: BOSN.

5. Dismissals: NQNB.
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e rights, interests and estates in and to the Gas in the Subject
including those of the Applicant and of the known «nd unknown
in Bmhibit B-3 hereto and that of their known alnd unknown

ors, administrators, devisees, trustees, assigns and sucdessors,
te and remote, for the drilling and operation, including
f coalbed Methane Qas produced from the subject Drilling Unit
for the Subject Formations underlying and comprised of the

(hereafter sometimes collectively identified and refalrred to
~lopment and/or operation in the Subject Drilling Unit" ); and,
here is a horizontal severanoe and therefore undivided o4mership
am, Applicant requests that the percentage of p-3 production be
including the total completed thickness of the P-3 Seam by the

ed thickness of all coal seams completed in the well. Upon
completing the well the operator shall notify the Director of the
hickness of the completed p-3 seam and the percentage of total
tributed to the P-3 seam and, (3) that the Board dSsignate

Blac. as the Unit Operator.

6. Relief Recueated: Applicant requests (1) that pursuant to Va.
Code 5 45.$-361.22, including the aPplicable portions of 5 45.1-361.21, the

IBaezgy Imc. (hereafter "Unit Operator" or "Operator" ) is
aa the Unit Operator authorized to drill and operate the Well in
lling Unit at the location depicted on the plat attached hereto as
subject to the permit provisions contained in Va. Code 5 45.1-

Appalachian
designated ~i

Subject Dr)I
Bmbibit

7. Relief Granted: The requested relief in this cause shall be and
hereby is, granted and: (1) pursuant to Va. Code 5 45.1-$61.21.C.3,



361.27, et ~e ., to 55 4 VAC 25-150 et ~se ., Gas and Oil Regulations; to 5 4

VAC 25-160 let'se ., Virginia Gas and Oil Board Regulations and to the Oakwcod

No. 1 Coal;BBd Gas Field Rules established by the Oil and Gas Conservation
Board's Order entered march 26, 1989; all as amended from time to time; and

(2) all the! ilnterests and estates in and to the Gas in Subject Drilling Unit,
including ()hkt of the Applicant, the Unit Operator and of the known and
unknown pefsbns listed on Exhibit B-3, attached hereto and ma(ie a p8rt
hereof, ant) their known and unknown heirs, executors, admibistratots,
devisees, trostees, assigns and successors, both immediate and remote, be «nd

hereby are',pgled in the Subject Formations in the Subject Formation in the
Subject Dri'lling Unit underlying and comprised of the Subject Lands; and (3)
because the)re is a horisontal severance and therefore undivided oWnership of
the P-3 ses)m, upon drrllrng and completing the well the operator sba11 notIfy
the Director of the DGQ of the thickness of the completed p-3 seam and the
percentage of total production attributed to the P-3 seam.

Pursues(t to the Oakwood No. 1 Coal Field Rules promulgated under the
authority Sf Va. Code 5 45.1-361.20, the Board has adopted the following
method for'he calculation of production and revenue and allocation of
allowable c'eets for the production of Coalbed Methane Gas.

For Free Well Gas. — Gas shall be produced from and allocated to only
the 80,20 acre drilling unit in which the well is located adcording to
the @divided interests of each Owner/Claimant within the unit, which
undimiged interest shall be the ratio (expressed as a percehtage) that
the a)mdunt of mineral acreage within each separate tract that is within
the S+ject Drilling Unit, when platted on the surface, bears to the
total, mineral acreage, when platted on the surface, contained within
the en):ire 80.20-acre drilling unit in the manner set forth in the
Oakwood No. 1 Field Rules.

8. Election and Election Period: In the event any Owner Or Claimant
named in ~5bit B 3 has not reached a voluntary agreement to share in the
operation 0f the Well to be located in Subject Drilling Unit, at a rate of
payment mutually agreed to by said Gas Owner or Claimant and the Applicant or
the Unit Qetator, then such person may elect one of the options set forth in
Paragraph 0 below and must give written notice of his election of the option
selected uhdler Paragraph 9 herein to the designated Unit Operator at the
address shown below within thirty (30) days from the date of relceipt of a
copy of thjs Order. A timely election shall be deemed to have been made if,
on or before the last day of said 30-day period, such electing person has
delivered his written election to the designated Unit Operator at the addr'ess
shown below or has duly postmarked and placed his written election in first
class United states mail, postage prepaid, addressed to the Unit Operator at
the addrese Shown below.

9. Election Options:

9.1 Option 1 - To Participate In The Development and operation of the
f)rilling Unit: Any Gas Owner or Claimant named in EmbSbit B-3
who has not reached a voluntary agreement with the Applicant or
Unit Operator may elect to participate in the well development
and operation in 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, including a reasonable supervision fee, of the
Well development and operation in the Subject Drilling Unit, as
mpre particularly set forth in virginia Gas and oil Board
Rlegulaticn 4 VAC 25-160-100 (herein "Completed for Production
Costs" ). Purther, a Participating Operator agrees to pay the
elstimate of such Participating Operator's proportionate part of
the Estimated, Completed-for-Production Costs as set forth be).ow
to the Unit Operator within forty-five (45) days from the later
of the date of mailing or the date of recording of this Ordbr.
The estimated Completed-for-Production Costs for the Subjict
Drilling Unit are as follows:

Completed-for-Production Costs: $391,642.00 / 8432,275.00

Any gas owner and/or claimants named in Exhibit B-3, whc elect
this option (Option 1) understand and agree that their initial
payment under this option is for their proportionate share of the
Applicant's estimate of actual costs and expenses. It is also
understood by all persons electing this option that they are
4(gracing to pay their proportionate share of the actual costs and
expenses as determined by the operator named in this Board Order.

A Participating Operator's proportionate cost hereunder shall be
the result obtained by multiplying the Participating Operator'
"Interest within Unit" as set forth herein in the attached
Exhibit B-3 times the Estimated Completed-for-produc(-.ion 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 Estimated,
Completed-for-Production Costs as set forth above, all within the
time set forth herein and in the manner prescribed in Paragrap)z 8

Of this Order, then such Participating Operator shall be deeiaed
to have elected not to participate and to haVe elected
4ompensation in lieu of participation pursuant to Paz)agraph 9.2
herein.

9.2 Ooticn 2 - To Receive A Cash Bonus Consideration: In lieu of
participating in the Well development and operation in subject
Drilling Unit under Paragraph 9.1 above, any Gas Owner or
Claimant named in Exhibit B-3 hereto who has not reached a
Voluntary agzeement with the Unit Operator may elect to accept a
cash bonus consideration of 85.00 per net mineral acze owned by
Such person, commencing upon entry of this Order and continuing
annually until commencement of production from Subject Drilling
Unit, and thereafter a royalty of 1/8th of 8/Bths (twelve and
One-half percent (12.5%)] of the net proceeds receiVed by the
Unit Operator for the sale of the Gas produced from any Well
development and operation covered by this Order multiplied by
that person's Interest Within Unit as set forth in Exhibit B-3
(for purposes of this Order, net proceeds shall be actual
))roceeds received less post-production costs incurred downstz'earn
Of the wellhead, including, but not limited to, gathering,
compression, treating, transportation and marketing costs,



wbether performed by Unit Operator or a third person] as fair,
reasonable and equitable compensation to be paid to said Gas

Oper or Claimant. The initial cash bonus shall become due and
'ming when so elected and shall be tendered, paid ot escrowed
'ithin one hundred twenty (120) days of recording of this Order.
'ereafter, annual cash bonuses, if any, shall become due And

cluing on each anniversary of the date of recording of this order
ig the event production from Subject Drilling Unit has not
theretofore commenced, and once due, shall be tendered, paid or
e'scrowed within sixty (60) days of said anniversary date. Once
the initial cash bonus and the annual cash bonuses, if any, are
so paid or escrowed, said payment(s) shall be satisfaction in
fbll for the right, interests, and claims of such electing peraon
in and to the Gas produced from Subject Formation in tahe Subject
Lands, except, however, for the 1/8th 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 right, interests, and clai~ms of such
electing person in any well development and operation covered
hereby and such electing person shall be deemed to have and
hereby dces 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 Share In The Development And Operation As A Mon-

3(articipating Person on A carried Basis And To Receiive
'Onsideration In Lieu Of Cash: In lieu of participating in the
gall development and operation of subject Drilling Unit under
1(aragraph 9.1 above and in lieu of receiving a Cash bonus
consideration under paragraph 9.2 above, any Qas owner or
Claimant named in Rxhibit $-3 who has not reached a voluntary
agreement with the Unit Operator may elect to share in the well
development and operation i.n Subject Drilling Unit on a carried
basis (as a "carried well operator" ) so that the proportionate
)jart of the Completed-for-Production Costs hereby allocable to
such Carried Well Operator's interest is charged ag(ainst such
carried Well Operator's share of production from subject Drilling
Unit. Such Carried Well Operator's rights, interests, and claims
i,n and to the Gas in Subject Drilling Unit shall be deemed and
)hereby are assigned to the Unit operator until the proceeds from
tIhe sale of such Carried Well Operator's share of prcdiction from

'ubjeot Drilling Unit (exclusive of any royalty, exCess or
overriding royalty, or other non-operating or non eeet-bearing
)turden reserved in any lease, assignment thereof or agrees(snt
relating thereto covering such interest) equals thee hundred

, percent (300%) for a leased interest or two hundred percent
(200%) for an unleased interest (whichever is applicable) of such
Carried Well Operator's share of the Completed-for Production
Costs allocable to the interest of such Carried Well Operator.
Any Qas Owner and/or Claimant named in Wmbibit B-3 who eleicts
this option (Opt'.on 3) understands and agrees that Completed-for-
production Costs are the Operator's actual costs for well
development and operation. When the Unit Operator recoups and



rbcovers from such Carried Well Operator's assigned interest the
amounts provided for above, then, the assigned intereat of such
Carried Well Operator shall automatically revert back to such
ckrried well operator, and from and after such reversion, each
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 shelf pay his
pkoportionate part of all further costs of such well development

'abd operation.

Spbject to a final legal determination of ownership, the election
made under this Paragraph 9.3, when so made, shall be
satisfaction in full for the right, interests, and claims of Bach
e3.ecting person in any Well development and operatien covered
hjsreby and such electing person shall be deemed to have and
hWreby does assign his right, interests, and claims in and to the
Glas produced from subject Formation in the subject Drilling Unit
tb the Applicant for the period of time during which its interest
is carried as above provided prior to its reversion back to such
electing person.

10. Failure to Properly Elect: In the event a person named in
Exhibit $-3 hereto has not reached a voluntary agreement with the Applicant
or Unit Operator and fails to elect within the time, in the manner, and in
accordance With the terms of this Order, one of the alternatives set forth in
Paragraph 9 above for which his interest qualifies, then such person shall be
deemed to gave elected not to participate in the proposed Well development
and operation in Subject Drilling Unit and shall be deemed, subject to any
final legal determination of ownership, to have elected to accept as
satisfactiob in full for such person's right, interests, and claims in and to
the Gas thb consideration provided in Paragraph 9.2 above for which its
interest quialifies, and shall be deemed to have leased and/or aseigned his
right, interests, and claims in and to said Gas produced from Subject
Formation in subject Drilling Unit to the Unit operator. Persons who fail to
properly eliect shall be deemed to have accepted the compensation and terms
set forth Qelrein at Paragraph 9.2 in satisfaction in full for the right,
interests, land claims of such person in and to the Gas produced from Subject
Formation uhdjsrlying Subject Lands.

11. Dlsfault Ey Participating Person: In the event a person named in
Exhibit $-3 elects to participate under Paragraph 9.1, but fails or refuses
to pay, to secure the payment or to make an arrangement with the Unit
Operator fob 'the payment of such person's proportionate part of the estimated
Completed-fer'roduction costs as set forth herein, all within the time and
in the mannlex's prescribed in this Order, then such person shall be desired
to have withdrawn his election to participate and shall be deemed to have
elected to «ceept as satisfaction in full for such person's right, interests,
and claims ih and to the Gas the consideration provided in ParSgraph 9.2
above for which his interest qualifies depending on the excees burdens
attached to'luch interest. Whereupon, any cash bonus consideratioa due as a
result of Wu4h deemed election shall be tendered, paid or escrowed by Unit
Operator wilkhin one hundred twenty (120) days after the last day on which
such defaul'ting person under this Order should have paid his proportionate
part of such, cost or should have made satisfactory arrangements for the



payment thetelof. When such cash bonus consideration is paid or escrowed, it
shall be s6tgsfaction in full for the right, interests, and claims of such
person in Bnd to the Gas underlying subject Drilling Unit in the subject
Lands cover(ed hereby, except, however, for any 1/8th royalties which would
become due Quksuant to Paragraph 9.2 hezeof.

12. Aesignment of Interest: In the event a person named in Bxhibit
B-3 is un8b5e to reach a voluntary agreement to share in the Well
development And operation in subject Drilling Unit at a rate of payment
agreed to s)utually by said Gas Owner or Claimant and the Unit Oper'ator, and
said person elects or fails to elect to do other than participate under
Paragraph 9.1 above in the Well development and operation in Subject Drilling
Unit, then sgch person shall be deemed to have and shall have assigned unto
Unit Operatcr such person's right, interests, and claims in and to said Nell,
in Subject Formatione in Subject Drilling Unit, and other share in and to Gas
production to which such person may be entitled by reason of any election or
deemed eleCtkon hereunder in accordance with the provisions of this Order
governing said elections.

13. Ubit Operator (or Operator): Appalachian Bnezgy Inc. shall be
and hereby is designated as Unit Operator authorized to drill and operate the
Well(s) in Subject Formations in Subject Drilling Unit, all subj4ct to the
permit provisions contained in Va. Code 55 45.1-361.27 et ~ece.; 55 4 vAC 25-
160 et ~se ., Gas and Oil Regulations; 55 4 VAC 25-160 et ~se ., Virginia Gas
and Oil Bc)afd Regulations; Oil and Gas Conservation Board ("OGCB") Order
establishing the Oakwood No. 1 Coal Bed Gas Field Rules entered March 26,
1989; all 8s amended from time to time, and all elections required by this
order shall be communicated to Unit operator in writing at the address shcwn
below:

Appalachian Bmezgy Inc.
P.O. Box 2406
Abingdon, Virginia 24212-2406
Phoned (276) 619-4880
Attn< Prank 5(anderson

14. Commencement of operations: Unit operator shall commence or
cause to cbzimence operations for the drilling of the well within subject
Drilling USit within seven hundred thirty (730) days from the date of this
Order, and,shall prosecute the same with due diligence. If the Unit Operator
has not so commenced and/or prosecuted, then this order shall terminate,
except for amy cash sums then payable hereunder; otherwise, unless sooner
terminated by Order of the Board, this Order shall expire at 12:00 p.m. on
the date on, Which the well covered by this Order is permanently abandoned and
plugged. E)(oWever, in the even at an appeal is taken from this O'rder, then
the time be(tWeen the filing of the Petition for Appeal and the Finel order of
the Circuit Court shall be excluded in calculating the two-year period
referenced herein.

15. Operator's Lien: Unit Operator, in addition to the other rights
afforded her)under, shall have a lien and a right of set off on the Gas
estates, rights, and interests owned by any person subject hereto who elects
to participlate under Paragraph 9.1 in the Subject Drilling Unit to the extent
that costs 'incurred in the drilling or operation on the Subject Drilling Unit



are a charge against such person's interest. Such liens and right of set off
shall be 6+arable as to each separate person and shall remain liens until
the Unit Opet'ator drilling or operating the well(s) has been paid the full
amounts due'under the terms of this order.

16. Escrow Provisions:

The Applicant represented to the Board that there are mo unkncwn

or unlocat+Ie claimants in Subject Drilling Unit whose payments are subject
to the provisions of Paragraph 16.1 hereof in the Subject Drilling Unit; and,
the Unit Oplefator has represented to the Board that there are no conflicting
claimants in the Subject Drilling Unit whose payments are subject to the
provisions of Paragraph 16.2 hereof. Therefore, by this Order, the Esciow
Agent named herein or any successor named by the Board, is not required to
establish an interest-bearing escrow account for the subject Drilling Unit
(herein "EscVow Account" ), and to receive and account to the Board pursuant
to its agr(smment for the escrowed funds hereafter described in Paragraphs
16.1 and 16'.2:

Wachovia Bank, M.A.
VA7515

P.O. Box 14061
Roanoke, VA 24035

Attentiont Judy Berger

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 located or is unknown, then such cash bonus,
royalty payment, or other payment shall not be commingled with
any funds of the Unit Operator and, pursuant to Va. Code 5 45.1-
361.21.D, said sums shall be deposited by the Unit Ops)rator into
the Escrow Account, commencing within one hundred twenty (120)
days of recording of this Order, and continuing thereafter on a
s)onthly 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 being
Seported and/or for which funds are being deposited. Such funds
shall be held for the exclusive use of, and sole benefit of the
person entitled thereto until such funds can be paid to such
person(s) or until the Escrow Agent relinquishes such funds as
fequired by law or pursuant to Order of the Board in accordance
with Va. Code 5 45.1-361.21.D.

16.2 Escrow Provisions For Conflicting Claimants: If any payment of
bdnos, royalty payment, proceeds in excess of ongoing Operational
es)pdnses, or other payment due and owing under this Order cannot be
ma)de because the person entitled thereto cannot be made certain due
ta conflicting claims of ownership and/or a defect or cloud on the
ti(tje, then such cash bonus, royalty payment, proceeds in excess of
odgding operational expenses, or other payment, together with
Pslrficipating Operator's Proportionate Costs paid to Uni,t Operator
pdreuant to Paragraph 9.1 hereof, if any, (1) shall not be
coss4ingled with any funds of the Unit Operator; and (2) shall,



pursuant to va. Code 55 45.1-361.22.A.2, 45.1-361.22.A.3 and 45.1-
363.52.A.4, be deposited by the Operator into the Escrew Account
wifhin one hundred twenty (120) days of recording of this Order, and
coBtinuing thereafter on a monthly basis with each deposit to be
mage 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 dleposit. Such funds shall be held for the exclusive uae of, and
sole benefit of, the person entitled thereto until such funds can be
paid to such person(s) or until the Escrow Agent relinquishes sech
funda as required by law or pursuant to Order of the Board.

17. Sbecial Findings: The Board specifically and specially finds:

17.1. APPlicant is Appalachian Energy Znc. Applicant is duly
authorised and qualified to transact business in the commonwealth of
Vitginia;

17.2. APPlicant Appalaohian Energy Znc. has made a delegation of
authprity to Appalachian Energy Znc. to explore, dewelop and
maI(ntain the properties and assets of Applicant, now owned or
hereafter acquired, and Appalachian Energy znc. has accepted this
de)legation of authority and agreed to explore, develop and maintain
thbse properties and assets, and has consented to serve as coalbed
Me(:hIu1e Gas Unit operator for subject Drilling Unit and to
faithfully discharge the duties imposed upon it as Unit Operator by
stgthte and regulations;

17.3. @plicant Appalachian Energy Znc. is an operator in the
Co(nmonwealth of Virginia, and has satisfied the Board's requirements
fot'perations in Virginia;

17.4 Applicant Appalachian Energy 1nc. claims ownership of gas leases,
Cohlbed Methane Gas leases, and/or coal leases representing 98.45%
petcent of the oil and gas interest/claims in and to coalhed Nethane
Ga9 'and 90.53% percent of the coal interest/claims in and to Coalbed
Mephlane Gas in subject Drilling Unit; and, Applicant claims the
rgi hit to eXplore for, develop and produce Coalbed Nethan0 Gas from
s jbct Formations in subject Drilling Unit in Bu «~~» county,
Vigginia, which Subject Lands are more particularly de0cribed in
Bxbibit At

17.5.,The estimated total production from subject Drilling Unit
is,.5(0 NNCG, The estimated amount of reserves from the
Subject Drilling Unit is 500 NNCG;

17.6. Smt forth in Exhibit 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 Methane Gas in Subj0ct
Formation in Subject Drilling Unit underlying and comprised of
S'ubject Lands, who has not, in writing, leased to the Applicant
oz the Unit Operator or agreed to voluntarily pool his intereats
ih Subject Drilling Unit for its development. The interests of
tbe Respondents listed in Exhibit B-3 comprise 1.55% percent of
the oil and gas interests/claims in and to Coalbed Methane Gas



and 9.47% percent of the coal interests/claims in and to Coalbed
Nethane Gas in Subject Drilling Unit;

17.7 Applicant's evidence established that the fair, reasonable and

e((uitable compensation to be paid to any person in lieu of the
rfgpt to participate in the Wells are those options provided in
Pfragraph 9 above;

17.8 The relief requested and granted is just and reasdnable, is
sBpported by substantial evidence and will afford each person
listed and named in Bxhibit 5-3 hereto the opportunity to recover
oF receive, without unnecessary expense, such person's just and

f)air share of the production from Subject Drilling Unit. The

gtanting of the Application and relief requested therein will
ensure to the extent possible the greatest ultimate recovery of
Coalbed Nethane Gas, prevent or assist in preventing the various
types of waste prohibited by statute and protect or assist in
pkotecting the correlative rights of all persons in the subject
corn)son sources of supply in the Subject Lands. Ther8fore, the
Bbazd is entering an Order granting the relief herein set forth.

18. : Wiling of order And Filinz of Affidavit: Applicant or its
Attorney sh)all file an affidavit with the Secretary of the Board within sixty
(60) days dfter the date of recording of this Order stating that a true and
correct coI(y of said Order was mailed within seven (7) days from the date of
its receipt by Unit Operator to each Respondent named in Bxhibit 5-3 pooled
by this Ordlsr and whose 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 Drilling Unit which are submitted by the Unit Operator to said
Director ant)/or his Inspector(s).

20. (jonclusion: Therefore, the requested relief and all terms and
provisions 'set forth above be and hereby are granted and IT IS SO OPDBRED.

21. Appeals: Appeals of this Order are governed by the provisions of
Va. Code ABn. 5 45.1-361.9 which provides that any order or decision of the
Board may be appealed to the appropriate circuit court.

22. Bffective Date: This Order shall be effective as of the date of
the Board'4 approval of this Application, which is set forth at Paragraph 1
above.
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DOME ltMtjl EXECUTED this M day of )84ld, 200$ , by a majority
of the Virginia Gas and Oil Board.

Cl%irman, ~y R. /Rapier

DOME %MD PERFORMED this g4 day of 2000, by Ortler of
this Board.

B. R. Wilson
Principal Executive To The Staff
Virginia Gas and Oil Board

STATE OFVIRIEjffA
COUNTY OF GTON

Achno on this~ dayo,2008, prsonally before me a notary pohhlc m snd for the

Commonwealth Irf 'trhgisis, ~Beany R. ampler, being daly sworn did depose and say that gc is Chairamn

of the Vtrghria and Oil Board, snd sppcarrd B. R. Wilson, being duly sworn did depose mrd say dmthlc is

Principal Execudve'o the Staff of the Virginia Gss and Oil they executed aad stem~
HZ.T~

174394
My commission bspires: Scptcmbc 30, 2009
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WELL LOCATION PLAT

COMPANY AOOalachian Enerey. Inc. WELL NAME AND NUMBER

TRACT Nc. OAfttESIEi ctaE IQm ET AL ELEVATION 2398~ (ePS) QUADRANGLE pATTENQON

COUNTY sNQQwAN, DISTRICT eANOEN SCALE: 1" 400'ATE APIQL 3. 2007
THIS PLAT IS A NE!W PLAT x; AN UPDATED PLAT; OR A FINAL LOCATION PLAT
PROPOSED TOTAL I!)EPTH OF WELL ~

+ DENOTES THE LOCATION OF A WELL ON UNITED STATES TOPOGRAPHIC MAPS, SCALE 1 TO
24,000, LATITUI)E AND TUDE UNES BEING REPRESENTED BY BORDER UNES AS SHOWN

(AFRX SEAL)

UQEQISED PROFESSIONAL ENGINEER OR UCENSED LAND SURVEYOR
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JO ANN 999TT, et al —fee
7.13 ACRES
GAS 3A8 iAC. 4.31%

JO ANN WHITT. et al —fee
7.30 ACRES
GAS 2.78 AC.

3'%RUCE

R41UFF, et al —fee
7,80 ACRES
GAS 2.28 'AC. 2.81%

EARL C. DEUJNGER, et al —mineral
105 ACRES
GAS 2.97 AC. 3.70%

CAROUNE ECOLE HEIRS, et al —mineral
18 ACRES,
GAS &.58 i AC. 10.70%

CAROUNE COLE HEIRS. et al —fee
84 ACRES
GAS 2.81 AC. 3.50%

CAROUNEICGLE HIRS, et al —fee
184.5 Ad/8
GAS 38. AC. 47.92%

MATRE DUNCAN —part mineral. part fee
82 ACRES
GAS 18.94 AC. 23.82%

THO Ie PSQN 4 L I STEIN

8803 PLAT

SCALE: 1" ~
400'ATE

APRIL 3, 2007



TRACT LESSOR

Exhibit B-3
Unit H-35

(AE-169 k AE-162)

LEASE
STATUS

Gas Estate Onlv

INTEREST GROSS
WITHIN ACREAGE
UNIT IN UNIT

Phyllis Fields
5110 Fisher Road
Athens, OH 45701

Unleased 1.44% 1.1533

Phyllis Fields
5110 Fisher Road
Athens, OH 45701

Unleased 0.11% 0.09

Total Peroantage Unleased
Total Acreige Unleased

1.55%
1.2

Coal Estate Onlv

1 hyllis Fields
5110 Fisher Road
Athens, OH 45701

Phyllis Fields
5110Fisher Road
Athens, OH 45701

Flora RagIII
Route 1, Box 549
Tazewell, VA 24651

Unleased 1.44% 1.1533

Unleased 0.11% 0.09

Unleased 0.46% 0.37

arl C. Dellinger Unleased
P.O. Box 1054
Grundy, VA 24614

Jimmy D. Ratliff Unleased
outs 1, Box 253

Moneta, VA 24121

F.D. Robertson Unleased
.O. Drawer 1560

Grundy, VA 24614

OGJ Properties I, LLC Unleased
4910 Whitby Mews

lliamsburg, VA 23188

0 93%

0.37

0.37

0.37

0.74



TRACT LESSOR

Exhibit 8-3
Unit H-35

(AE-169 k AE-162)

LEASE
STA'B%

Coal Estate Onlv

INTEREST GROSS
WITHIN ACREAIGE
UNIT IN UNIT

5&6

Polly Ann Mallory

General Delivery
Doran, VA 24612

Edith G. Street
P.O. Box 792
Grundy, VA 24614

Melanic D. Cooper
P.O. Box 314
Hurley, VA 24620

Corey S. Cooper
P.O. Box 314
Hurley, VA 24620

Byron D. Cooper
P.O. Box 314
Hurley, VA 24620

Edith G. Street
P.O. Box 792
Grundy, VA 24614

Melanic D. Cooper
P.O. Box 314
Hurley, VA 24620

Corey S. Cooper
P.O. Box 314
Hurley, VA 24620

Byron D. Cooper
P.O. Box 314
Hurley, VA 24620

Unleased

Unlsased

Unleased

Unleassd

Unleased

Unleased

Unleased

Unlea sad

Unleased

0 93% 0.74

079% 063
Except P-3 Coal Seam

0.058% 0.05

0.058'Yo 0.05

0 058% 0.05

2.66% 2.14
Except PQ Coal Seam

0.197% 0.16

0.197% 0.16

0.197% 0.16

Total Percentage Unleased
Total Acreage Unleased

9 47%
7.60



INBTllU%NT NM000
RECORDEO IN THE CLERK'B

BUCHANAN C
NARCH 27'008 AT

f195
OFFICE OF
ON

8'42PN

BBIERLY S. TILLER~ CLERK
RECORDEO BY: NKE


