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" I REINTIA:

BEFORE THE VIRGINIA GAS AND OIL BOARD

| IR ERE:

Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling Unit

'thfected by Well Number BE-8, VGOB 1010-33 in the
South Grundy Magisterial District of Buchanan County, Virginia

This cause came on this 10th day of Octcober, 1990, upon the

Tapplicaticn ef Oxy USA, Inc. regquesting that this Board poocl the

interests of well operators in the BO-acre (plus a tolerance of
15%) drilling units established for the Oakwood Coalbed Methane
Field in the South Grundy Magisterial District of Buchanan County,
Virginia. Notice of the filing of the application herein and of

the time, date and place cof the hearing thereon was duly and

 properly given to each well operator of record having an interest

in the occluded coalbed methane gas below the Tiller seam of coal

{underlying the tracts within the drilling unit covered hereby as

| required by Section 45.1-36.118 of the Code of Virginia, 1950 as

amended, The Board examined the Notice as given and further |

conducted ingquiry inte the sufficlency of Oxy USA, Inc.'s search

| to determine the names and whereabouts of well operators who may

be affected by the poaling of occluded coalbed methane gas below
the Tiller seam of coal in the drilling unit invalved herein. The
Ecard finds that Oxy USA, Inc. has exercised due diligence and has
conducted a meaningful search of reasonably available sources at
hand. The Board hereby approves the notice given, by publication
and otherwise, as meeting the statutory reguirements, rules of the

Board and minimum standards of state and federal due process, and
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finds that notice has been given in all respects as reguired by law

and the rules of this Board.

Basged upon the evidence presented, the Board finds that Oxy
USA, Inc. has acquired cccluded coalbed methane interests below the
Tiller seam of coal in the drilling unit as described on the map,

which is attached hereto as Exhibit "A" and made a part herecf, and

has the right to conduct operations on its occluded coalbed methane

interests. Based on the evidence presented, the Board finds that
the following nhamed persons may be ownera of occluded coalbed
methane interests below the Tiller seam of coal which are not
subject to any lease and who have not voluntarily agreed to pool
their interests in the drilling unit invelved herein for its
development and cperations:

1} Howell Armes, Route 1, Box 117, Vansant, VA 24656;

2) Dock Armes, Route 4, Box 345, Abingdon, VA 24210;

3) Alice Jackson, 2846 Vanetta Road, Centerburgh, OH 43011;

4) Ed Coleman, P. O. Box 454, Lebanon, VA 24266

5) Kvle Price, P. 0. Box 84, Mavisdale, VA 24627;

6) James C. Price, Box 1, Birch Leaf, VA 24220;

7) Cathy Spears, 4105 Lake Boulevard, Oceanside, CcaA

8} Edgar Allen Price, 3609 Pamlico Circle, Norfolk, VA
23513¢

9) Gladys Armes, New Point, VA 23125;
10) Helson Armes, 1195 Dayton Drive, Warminster, PA 18974;

11} Virgie A. Maynard, 625 Ellen Road, Newport News, VA
23605;

12} Peter Jaccobsen, 9612 27th Bay Avenue, Norfolk, VA 23518:;




13)
14)
15)
16}
17
18)
19)
20)
21)
22)

213)

24)
25)
26)
27])
28)
29)
30)
31)
32)
33)
34)
35)
36)
37)

38)

sk 367 raee 198

Georgia Armes, Route H. Box 454, Coeburm, VA 24230;
Pauline Jesse, Route H, Box 454, Ceeburn, VA 24230;
Donald Armes, Route H, Box 454, Coeburn, VA 24230;
Jean Mullins, Route H, Box 454, Coeburn, VA 24230;
Gertie Armes, Route 2, Vansant, VA 24656;

Billy Armes, Route 2, Box 266U, Cedar Bluff, VA 24603
Josh Armes, Route 1, Grundy, VA 24614;

Tibis Armes, Madon, NC

Kelsay Earp, Route 1, Box 768, Bocomer, NC 28606

John Deel, Box 3, Maxie, VA 24828:

Martha Irene Deel, 375 Huntington Circle, Alpharetta, GA
Ioz01;

William V. Deel, Box 14, Maxie, 24628;

Banie Armes, Route 2, Oakwood, OH 45B73;

Hullet Armes, Route 2, Oakwood, OH 45873;

J. D. Armes, Route 2, ODakwood, OH 45873

Ruby Jenkins, 7849 Keys Road, Mt. Vernon, OH 43050;
Alva Coleman, Route 1, Vansant, VA 24656;

Herman Coleman, 1417 Fairfax Road, Bellevue, NE 68005;
Howard Coleman, Route 2, Continental, QH 45831;
Gladys Blankenship, Route 1, Box 103A, Hurley, VA:
Beatrice Owens, Hox 1555, Grudny, VA 24614:;

Lucy Iooney, P. 0. Box 1177, Grundy, VA 246147

Sadie Peters, Falis Street, Defiance, OH

May Shortridge, Box 35, Rowe, VA 246467

Charlie E. Street, Route 3, Box 41, Abingdon, VA 24210;
Bud Cocleman, P. O. Box 952, Grundy, VA 24614;
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Loraine Lester, B443 East Troy-Urbana Road, Casstown,
OH 485312;

Ruth Coleman, F. ¢. Box 296, Cedar Bluff, VA 24609;

Michael Coleman, Route 1, Box 682, Pounding Mill, VA
24637;

Mildred Coleman, P. O. Box 269, Pounding Mill, VA 24637;
Larry Ccleman, Route 1, Box 232, Cleveland, VA 24225;
Wanda Cook, Route 1, Box 383, Castlewood, VA 24224
Agnes Bartee, 6207 Upton Place, Clinton, MD 20735;
Blanch Dale, 6202 Parkview Lane, Clinton, MD 20735;
Douglas Johnson, Route 1, Box 95-R, Marshall, WA 22115;
Helen Faulkner, 12860 Birch Lane, Beaumont, TX 77706;

Betty McClananhan, Route 2, Box 116 A-1, The Plains, VA
22171;

Kathy Webb, 9634 Glover Hill Road, Manassas, VA 22110;

Phyllis Durland, 1911 Millerville Pike, Lancaster, PA
17603;

Brenda K. Hodge, 3532 River Road, Hamilton, OH 45013;

Fred G. Heodge, 4401 Star Route 123, Blanchester, OH
45107 ;

George M. Hodge, 10940 Morrow-Rossburg Road, Pleasant
Plain, OH 45162

Roy C. Hodge, Route 2, Box 246-A, Windsor, VA 23487;
Ruth Eighmey, 3112 Cousino Rocad, Erie, MI 48133;

Steven D. Hodge, 815 East Cherry Street, Blanchester, OH
45107 ; '

Kimberly Ann Burton, 80-D Jodie Lane, Wilmington,
OH 45117

Edward Bryant Hodge, 314 Bourbon Strest, Blanchester,
OH 45107;
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60) Dallas R. Hodge, 10491 Road P, Route 5, Napeleon,
OH 43545;

and that the following named persons may be owners of occluded
' coalbed methane gas interests below the Tiller seam of coal, which
are held pursuant to a lesase or other agreement, in the drilling
unit involved herein whe have not voluntarily agread to pool their
interests in this unit for its development and operation:

2)

Based upon the evidence presented, the Board finds that, in
order to avoid the drilling of unnecessary wells, prevent the
| various types of waste and protect the correlative rights of all
owners and potential owners of eccluded coalbed methane gas with
respact to the drilling unit involved herein, the owners and
potential owners of occluded coalbed methane gas involved who have
not heretofore reached an agreement with respect to development and
| operation of the drilling unit covered hereby shall bhe reguired to
poel thelr coalbhed methane gas interests below the Tiller seam of
coal in development of this drilling unit, upon the terms and
conditions set out in this order, all of which tarms and conditions
are found, after consideration of the evidence presented in this
cause, to be supported. by substantial evidence and to be just,
reasonable and equitable and such as will afford each occluded

coalbed methane gas owner and potential owner in this unit the

5
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|| opportunity to recover or receive just and equitable share of

production from this unit.
Based upon the evidence presented at the public hearing in this

matter, the Virginia Gas and 0il Board orders as follows:
(1) Pending resclution of issues with respect to potential

conflicting claims of ownership of the occluded coalbed methane

|gas, the ogccluded coalbed methane gas well operator shall:

{(a) Establish an interest-bearing escrow account at a
financial institution into which the payment for costs or proceeds
attributable to the conflicting interest shall be deposited and

held for the benefits of claimants;

(b) Deposit into the escrow account any money paid by

a person claiming a contasted cownership interest as a participating

cperator's share of costs payable pursuant to the provisions of
Sections 45.1-302 and 45.1-361.21, paragraphs 6.A.(i) and 6.B>(i}
of this Board's Order;

{¢) Deposit into the as=crow account one-eighth of all

proceeds attributable to the conflicting interests plus all

| proceeds in excess of ongoing operational expenses attributable to

a participating or noen-participating cperator; and
{(d) Submit to the State Gas and Cil Inspector quarterly
statements reflecting the status of funds deposited into the BB~

10, VGOB 1010-33 escrow account, including sums allocahle to

producticon, royalty payments and interest. The operator may not |

use funds deposited into this escrow fund for any purpose. Upon
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resolution of conflicting claims of ownership, the operator may
petition the Board for an Order to disburse funds.

(2) wWithin 30 days of receipt of a certified copy of the
final legal determination of entitlement or upon receipt of an
agreement signed by all claimants, the Board shall order payment
of principal and accrued interest from the escrow account described
in paragraph 1 above to all perscns legally entitled thereto,

{3) Any person who does not make an election under this
pooling order shall be deemed, subject to a final legal
determination of ownership, to have leased his gas or oil interest
to the coalbed methane gas well operator.

{4) The interests of well cperators, as named above, in this

| Bo=acre (with a tolerance of 15%) drilling unit established in the

lands involved herein for the Oakwood Coalbed Methane Gas Field are
hereby pooled for the development and operation of this unit. Oxy
USA, Ing. is hereby authorized to drill, complete and operate a

well in this drilling unit so6 as to preduce occluded coalbed

| methane gas from the pooled acreage, consistent with the terms and

provisions of its applicahle well work permit and the Oakwood Field
Rulas.

(5) Each owner or potential owner of occluded coalbed methane
gas below the Tiller seam of coal involved herein, other than Oxy
USA, Inc., shall, within 30 calendar days after the date of mailing

this Qrder, deliver to Oxy USA, Inc., P. 0., Drawer Q, Richlands,

VA 24634, a written election either to participate in the operation

of the well covered hersby or te exercise such well operator's
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right of election under this order as described below. A timely
election shall be deemed to have bean made if a well operator on
or before the last day of such 30 calendar day period has sent such
written election by telegram or telegraph to Oxy USA, Inc. or has

had such written election duly postmarked and has placed such

Iwritten election in the United States mail, first class, postage
|prepaid, duly addressed teo Oxy USA, Inc. at the address set forth
above, The alternatives afforded to the well operators herein
pocled are set forth in either A or B, bkelow, whichever is
applicable.

(A} Each occluded coalbed methane gas well operator or
potential well operator herein pooled owning an interest as to the
occluded coalbed methane gas below the Tiller seam of coal derived
from a lease covering any tract within the drilling unit inwvolved |
herein is accorded the following cptions as to such interest:

(i) Participation: To participate in the working interest
in and the development of the occluded coalbed methane gas below
the Tiller seam of ccal in the drilling unit involved herein by

agreeing to pay =such well operator's proporticnata part of the

actual cost of drilling, completing, equipping, operating, plugging
Iand abandoning of the well covered heraby and by paying as set
IIfurth herein, to Oxy USA, Inc., such cowner's proporticnate part of
the $233,071.00 estimated cost of drilling, completing, equipping,
operating, plugging and abandoning of the proposed well covared

hereby. In lieu of such payment, furnishing to Oxy USA, Inc.

| security satisfactory to Oxy USA, Inc. for the payment thereof
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within 45 calendar days of the date of this order., A participating
well operator's proportionate part of the anticipated cost of
completion and share of the production frem such well shall be in
the proportion that the number ¢f net mineral acres in the unit
covered by the occluded coalbad methane gas rights owned by such
party bears to the entire number of mineral acres in this unit; or

(ii) carried interest: In lieu of participating in the
working interest in and the development of the pool in this
drilling unit, as set forth in subparagraph (i) above, to elect to

share in the operaticn of the well coversd on a carried basis (as

a carried well operator] so that the proporticnate part of the

actual cost of drilling, completing, equipping, operating, plugging
and abandcening of such well allocable to such carried well
operator's interest is charged against such carried well operator's

share of production frem such well. All of such carried well

operator's occluded coalbed methane gas rights below the Tiller

seam of cecal in the pool in the drilling unit invelved harein are

relinguished under this crder to Oxy USA, Inc. until the proceeds

|| from the sale of the share of production from such well accruing

| to such carried well operator's unleased interest in the drilling

unit involved herein, exclusive of any royalty, excess or

|| ovarriding royalty, or other non-operating or non-coest bearing

| burden reserved in any lease, assignment therecf or agreement

relating thereto covering such interest, equals three hundred
percent (200%) of the share of the cost of drilling and completing

the well allocabkle to the occluded cocalbed methane gas interest of
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| such carried well operator; plus one hundred percent (100%) of the
|carried operator's share of the cost of surface egquipment beyond
the wellhead connection of such well allocakle to the interest of
such carried well operator; plus one hundred percent (100%) of the
| share of the cost of operating such well allocable to the occluded
; coalbed methane gas interest of such carried well operator. Such
carried well aperator's proportionate part of the costs of, and the
production from, the well covered hereby is to be in the proportion
that the number of net mineral acres in the unit covered by the
‘occludad eaalbed methane gas Interest ocwned or potentially owned
by such carried well operator bears to the entire number of mineral
acres in such unit. During the period of time Oxy USA, Inc. is
entitled to receive such carried well operator's share of
production or the proceeds therefrom, Oxy USA, Inc. shall pay all
applicable production, severance, excise, gathering and any other
| taxes based upon or measurad by the value or amount of production
land shall separately calculate and pay to such carried well
cperator for payment to the appropriate owner any royalty, excess
or overriding royalty and any other non-operating or non-cost
bearing burden reserved in any lease, assignment thereof or

agreement relating thereto which is deducted from the share of

e —

production of sich carried well operater. Such reoyalty, excess or

overriding royalty and other non-operating or non-cost bearing
burden is not to be subject to any charge for operating costs.
Payment by Oxy USA, Inc. to such carried well operator of any such

royalty, excess or overriding royalty or other non-cperating or

14
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' nen-cost bearing burden shall be made within ninety (%0) days after

the end of tha calendar month within which the production subject
to such burdens is sold. Within sixty (&80) days aftar the
completion of the well covered hereby, Oxy USA, Inc. shall furnish
such carried well oparator an inventory of the equipment in and
connected to such well and an itemized statement of the cost of
drilling, completing and equipping such well for production; and
for each month thereafter, during the time Owxy USA, Inc. is baing
reimbursed as provided above, Oxy USA, Inc. shall furnish to such
carried well operator an itemized atatement of all costs and
liabilities incurred in the operation of such well, together with
3 statement of the guantity of occluded coalbed methane gas
produced therefrom and the amount of proceeds realized from the
sale of the productien allocable ts5 such carried well coperator's

interest in the unit during the preceding month. Oxy USA, Inc.

' shall alsc furnish to the State Gas and 0il Inspector, copies of

the same statements furnished te each carried well cperatar under
the provisions hereof. Any amount realized from the sale or other
disposition of equipment newly acguired in connection with any
operation on the well coverad hereby which would have been owned

by such carried well operator had such owner participated therein

[as a participating well cperator shall be credited against the

total uncoverad well costs in determining when the interest of such
carried wall operator shall revert to such owner as deseribed
above, When Oxy USA, Inc. recovers from such carried well

oparator's relinguished interest provided for above, the

11
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ralinguished interest of such c¢arried well operatsr shall

automatically revert to such owner, and from and after such

reversion, such carried well cperator shall be treated as a

jparticipating'well operator and shall own the same interest in such
well, the material and egquipment in or pertaining thereto and the
production therefrom, as such owner would have been entitled to had
such owner participated initially as a participating well operator

in the drilling, completing and equipping of such well; and

owner's proportionate part of the further costs of the ocperation

|
\thereafter, such owner shall be charged with and shall pay the
1of such well.

| {B) Each well operator herein pooled owning or potentially
owning an occluded coalbed methane gas interest below the Tiller
seam of coal in any tract in the drilling unit involved harein

which interest is net subject to a lease is hereby accorded the

following options as to such interests:

| (i) Participation: To participate in the working interest
in and the development of the occluded coalbed methane gas below
the Tiller seam of coal in the drilling unit involved herein by
| agreeing to pay such well operator's proportionate part of the
- actual cost of drilling, conpleting, eguipping, operating, plugging

and abandoning of the well covered hereby and by paying as set

forth hereln, to Oxy USA, Inc., such owner's proportionate part of
' the $233,071.00 estimated ceost of drilling, completing, equipping,
operating, plugging and abandoning of the proposed well covered

hereby. In lieu of such payment, furnishing to Oxy USA, Inc.

12
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security satisfactory to Oxy USA, Inc. for the payment thereof

within forty-five (45) calendar days of the date of this Order.
A participating well goperator's proportionate part of the
anticipated cost of'completion and share of the production from

such well shall be in the propertion that the number of net mineral

acres in the unit covered by the occcluded coalbed methane gas

rights owned by such party bears to the entire number of mineral

|| acres in this unit; or

(ii) Cash Consideration: In lieu of participating in the

working interests in and the development of the poels in the
drilling unit involved herein, to elect to receive a sum of ONE
DOLLAR ($1.00) per net mineral acre owned by such owner, plus a
total royalty in the amount of cne-elghth of eight-eighths (1/8th
of B/Bths]) of the occluded caalbed methane gas and gas condensate
produced from the well covered by this oOrder, the same to be

delivered into the lease tanks or into the pipelines to which such

| well is connected, free and clear of all costs, expenses and risks

incurred in or in connection with drilling, equipping, operating,

campleting, plugging and abandoning of such well. Any well

|| operator elected this option shall deliver under this Order a net

revenue interest of B87.50% of B8/Bths of the occluded coalbed

methane gas and gas condensate produced from the well covered by

| this Order, with such net revenue interest being determined by

deducting from such owner's share of production the royalty
provided for immediately above; and provided further, that such

reyalty of 1/8th of 8/Bths and such net revenue interest of 87.50%

13
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of 8/8ths shall be proporticnately reduced and payable only in the
proportion that the number of net fmineral acres in the drilling

unit covered by the occluded coalbed methane gas rights owned by

such well operator bears to the entire number of mineral acres in

this unit; or

(iii) carried Interest:In lieu of participating in the

working interest in and the development of the poeols in the

rdrilling unit inveolved herein as set forth in subparagraph (i)

above, or electing the option set forth in subparagraph (ii) above,

ltc elect to share in the operation of the well covered hereby on

a carried basis (as a carried well operater) so that the

proportionate part of the actual cost of drilling, completing,

| equipping, operating, plugging and abandoning of such well
|

allocable to such carried well operator's interest is charged
| against such carried well operator's share of production from such

‘well and that all of such carried well operator's occluded coalbed

methane gas rights below tha Tiller seam of ccal in the poels in
the drilling unit Involved herein are relinguished under this Order

to Oxy USA, Inc. until the proceeds from the sale of the share of

preduction from the well accruing to such carried well operatar's

|| unleased occluded coalbed methane gas interest in the drilling unit

involved herein, equals two hundred percent (200%) of the share of

| the cost of drilling and completing the well c¢overed hereby

allocable to the unleased interest of such carried well operator,

| plus one hundred percent (100%) of the share of the cost of surface

equipnment beyond the wellhead connection of such well allocable to

14
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|| the unleased occluded coalbed methane gas interest of such carried

well operator; plus one hundred percent ({100%) of the carried

operator’'s share of the costz of sperating such well allocable to

| such carried well operator. Such carried operator's proporticnate

part of the costs of, and the production from, the well covered
hereby is to be in the proportion that the rumber of pet mineral
acres in the unit covered by the unleased occluded coalbed methane
gas interest owned by such carried well operatara hears to the

entire number of net mineral acres in this unit. puring the peried

| of time Oxy USA, Inc. is entitled to receive such carried wall

|| eperator's share of production or the proceeds therefrom, Oxy USa,

Inc. shall pay all applicable production, severance, excise,

| gathering and any other taxes based upon or measured by the value

aor amount of production.
Within sixty ({60) days after completion of the well covered

hereby, Oxy USA, Inc. shall furnish such carried well operator an

| inventoary of the equipment used in and connectad te such well and

an itemized statement of the actual cost of drilling, completing
and equipping such well for production; and each month thereafter,
during the time Oxy USA, Inc. 18 being reimbursed as provided
above, Oxy USA, Inc. shall furnish to such carried well operator,
an itemized statement of all costs and liabilitiss incurred in the
operation of such well, togsther with a statement of the guantity
of ocecluded coalbed methane gas produced therefrom and tha amount
of proceeds realized from the sale of thes production allocable tao .

such carried well cperators unleased occluded coalbed nethane gas

15
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interests in such unit during the preceding month. Oxy USA, Inec.
shall alsc furnish to the State Gas and 0il Inspector for the
Commonwealth of Virginia, copies of the same statements furnished
to each carried well operator under the provisions hereof. any
amount realized from the saleée or other disposition of the aquipment

newly asquired in connection with any operation on the well covered

| hereby which would have been owned by the carried well operator,

|had such owner participated therein as a participating well

operator, shall be credited against the total unrecovered well
ecosts in determining when the interest of such carried well
operator shall revert to such owner as described above. When Oxy
USA, Inc. recovers from such carried well operator's relingquished
interest, the amount provided for above, the relinguished interest
of such carried well operator shall automatically revert to such

owner, and from and after such reversion, such carried well

|| operator shall be treated as a participating well cperator and

shall own the same interest in such well, the material and
equipment in or pertaining therete and the production therefrom,
as such owner would have been eantitled to had szuch owner
participated initially as a participating well operator in the
drilling, completing and equipping of such well, and thereafter,
such owner shall be charged with and shall pay such owner's
proportionate part of the further cests of the operation of such f
wall.

(6) In the event a well operator, either an owner of an

occluded coalbed methane gas lease or an owner of an unleased

16
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tract, who is subject to the provisions of this Order shall fail

to timely and properly elect, in writing, one of the applicable

opticns as set forth above, such well cperator shall be deemed to

have elected not to participate in the working interest in the well

| covered hereby as to the pools involved herein and shall be deemed

| to have leased his interest in the occluded coalbed methane gas to

| the designated coalbed methane gas well cperator. In the event a

well cperator, either an owner of a lease interest or an owner of
an unleased interest, who is subject to the provisiens of this

Order shall elect to act as a participating well operator under

|| 5A. (1) or B.(i) above, whichever is applicable, but thereafter fail

or refuse to pay or secure the payment of such well operator's

proportionate part of the ¢ost of the well covered hereby as set

forth in such provisions, such election to act as a participating

operator under this Order shall be null and vold and such well

operator shall become a carried well operator consistent with the

|| terms and provisions of this Order.

(7} Any waell coperator invelved herein who has not appeared

in response to the notice of hearing published pursuant to the

 provisions of Sectlon 45.1-361.19, Code of Virginia, 1950, as

amended, and whose identity or whereabouts remains unknown at the

conclusion of the hearing conducted in this matter shall be deemed |

to have elected not to become a participating well cperator, but
shall be deemed to have elected to be a carried well operator.
Such carried well operator's share of proceeds under the provisions

of this Order, after the payment therefrom of all well costs

17
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properly allecable thereto consistent with the provislons of this
Order, =shall be paid to the Virginia Gas and o0il Board and
Treasurer of Virginia and held in a separate escrow account for
such carried well operator's benefit. Such carried well operator's
share of proceeds shall be deemed unclaimed property and shall be
disposed of as provided in The Uniform Disposition of Unclaimed
|| Property Act, Section 55-210.1, et geg., Code of Virginia, 13950 as
| amended. The State Gas and 0i)l Inspector shall receive any such
funds and administer these designated accounts.

(B} Any cash bonus which becomes payable by Oxy USA, Inc.
under the provisions of 5B.(ii), abhove, shall be paid or tendered
within thirty (30} days after the date of this Order; provided,
however, 1f the owner entitled to such funds releases the same, or
if such owner's interest in the unit involwved in this cause has a
defact or cloud in the title thereto, or if such owner cannot be
paid such funds for any reason whatsoever other than the reasons
set forth in paragraph 1 and 7 above, OxXy USA, Inc. may deposit
{credit) such funds due such party into an internal escrow account
established in the accounting records of Oxy USA, Inc. and auch
funds shall be credited to such account for the benefit of such
owner. Such funds s0 deposited (credited) in such escrow account
shall be held for the benefit of the owner entitled therete until
such funds can be paid to such owner, or such owner accepts such
funds, or until such title defect or cloud is cured ar removed to

the satisfaction of Oxy USA, Inc.

la
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(%) Oxy USA, Inc., in addition to any other rights afforded
such party under the laws of Virginla, shall have a lien on the

mineral leasehold =state or rights owned by the other well

|| eperators involved herein in the unit covered hereby and upon their

s=hares of the production from the well covered hereby to the extent

that ceosts incurred in the development and operation of the

| drilling unit invelwved herein are a charge against such intarests,

Such liens shall be separable as teo each separate well operator and

shall remain a lien until all sosts incurred in connection with the

‘well have been paid. Upon the fajilure or refusal of any

participating well operator to pay such well operator's

proportionate part of any cost incurred hereunder in cennection

with the well c¢overed hereby, shall be entitled to receive the

share of production from the well accruing to such defaulting
participating well operator's interest in the unit inveolwved herain,

ar the proceeds from such share, until such propottionate part of

- =uch cost has been paid. No part of the production or proceeds

accruing to any participating well operator shall be applied toward
payment of costs chargeable to any other interest in such unit.

If any participating well operator falls or refuses to pay such

| well operator's proportionate share of the cost incurred hereupnder
| in connection with the well covered hereby within sixty (60) days

| after rendition of a statement therefere by Oxy USA, Ine., the non-

defaulting participating well operators, including Oxy USA, Inc.,
shall, upon regquest by Oxy USA, Inc., pay the unpaid amount in tha

proporticn that the interest of each such nan-defaulting

19
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|| participating well operator bears to the total interests of all

such non-defaulting well operators. In such event, each non-
defaulting participating well operator =0 paying such well

operator's share of the unpaid amount shall, to obtain

| reimbursement therecf, be subrogated te the lien rights described

above.

{10) If the wall involved herein has net been commenced as of

| the date of this Order, shall commence or cause to be commenced

cperatiens on such well within three hundred and sixty-five days
(365) days from the date of this Order and in any event, shall

continue or cause to be continued operations under this Order with

| due diligence: otherwise, the provisions thereof shall be

inoperative and this Order shall terminate, except for any cash
sums becoming payable hereunder, unless thae time of commencement
of such operation is extended by an Ordar of the EBoard.

f11) Oxy USA, Inc. shall, within thirty (30) days, after
completion, tender to the State Gas and 0il Inspector an itemized
statement reflecting the actual cost of drilling, equipping,
completing, plugging and abandoning the well. Additional itemized |
statements reflecting actual cperating costs shall be furnished te
the State Gas and Qi1 Inspector on a guarterly basis. If the |

actual costs of drilling, completing, equipping, plugging and

' abandoning the well is different than Oxy USA, Inc.'s estimates,

appropriate adjustments to the burdens imposed on each

participating or carried operator's share shall be made,

20




it JB7 ree 218

{12} Oxy USA, Inc. shall cause a certified copy of this ordar
' to ke mailed to the laat known address of sach well operator as
listed in this Order.

The relief granted by this Order is to avoid the drilling of
unnecessary wells, prevent the wvarious types of waste or occluded
coalbed methane gas and protect the correlative rights of all
owners with respect to the pools in the drilling unit invelved
hareafin.

A1l members present and in agreement dene and executed this

| gfi: day of ;’a/ﬁ'%ﬁ-wtf,{%., . 1990, A
o L »4»—#4{«-;

[} CHAIRMANS

ﬂ-’ /&/
Done and performed this ff day of Jknpiiwf 3

11850, by order of this Board.

e to the Staff,
and 0il Board

pal Executi
Virginia Ga

21
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Seate of Virginia
County of Washirgton

Acknowledged on thie ) day of _/ Efﬁﬁiﬂ?wfffaf . 192U

personally before me a notary public in and for the State of Virginia

‘appeared Benny Wampler, being duly sworn did depose and say that he is

C’xgrn:mn of the Virginia Gas and 0il Board, that he executed the same and
thorized de so.

b
r

Ay I

Notary Public
My commigsion expires 9/23f92

State of Yirginis

County of Washimgton #,,H’ .
i '.-‘;,J.

Acknowledged on this =

day of / é}}mﬂ G, 1897),

joniparsonally before me a notary public in and for the State of ?lrginia

¢ .v"'t’: ‘ ,.

agpenrgd Byron Thomas Pulmer, being duly sworn did depose and say that he is
pal Executive to the E-ta.ff of the Virpinis Gas and 011 Board, that he
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101 State Tax
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Sec. 5854 (b)
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Teste__Russell V. Presley. Clark
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