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VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for 1~arced Pooling of Interests in a Drilling Unit

Affecteil by Well Number CMB I Z-9, VGOB 0430-115 in thii
South Grundy Magisterial District of Buchanan County, Virginia

This cause came on this 30th day of April, 1991, upon the

application of Oxy USA, Inc. requesting that this Board pool the

interests of well operators in the 80-acre (plus a toli:rance of

154) dril Ling units established for the Oakwood Coalbe<i 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 of the hearing thereon was iuly and

properly given to each well operator of record having an interest
in the occluded coalbed methane gas below the Tiller seaii of coal

underlying the tracts within the drilling unit covered I ereby as

required hy Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given ancI further

conducted inquiry into the sufficiency of Oxy USA, Inc.'s search

to determ:.ne the names and whereabouts of well operator.: who may

be affectiid by the pooling of occluded coalbed methane i,as below

the Tilles seam of coal in the drilling unit involved heri.in. The

Board finf s that Oxy USA, Inc. has exercised due diligenci, and has

conducted a meaningful search of reasonably available si;urces at
hand, including, but not limited to, grantor/grantee indeies, deed

books, will records, tax records, local telephone books anil has had

conversations and correspondence with interested parti: s. The



Board he:.eby approves the notice given, by publics:ion and

otherwise, as meeting the statutory requirements, rules of the

Board and minimum standards of state and federal due prci:ess, and

finds that: notice has been given in all respects as requi] ad by law

and the males of this Board.

Based upon the evidence presented, the Board finds that the

following named persons may be owners of occluded coalbeiI methane

gas interests below the Tiller seam of coal, which are held

pursuant to a lease or other agreement, in the drilling unit

involved herein who have not voluntarily agreed to pc>i their

interests in this unit for its development and operation,

1. Mary Laster, her heirs, devisees, successors or assigns,
c/o Clayton K. Perkins, Rt. 1, Box 104, Vasisant, VA
24656

2. Hattie Lee Price, Box 403, Midland, VA 22728

3. Russell E. Price, Box 401, Midland, VA 22728

4. David W. Price, Box 402, Midland, VA 22728

5. Michael W. Price, Box 402, Midland, VA 22728

BasecI upon the evidence presented, the Board finds that, in

order to avoid the drilling of unnecessary wells, pr4 rent the

various t]pes of waste and protect the correlative rights of all
owners ancI potential owners of occluded coalbed methane gas with

respect tv the drilling unit involved herein, the owiiers and

potential owners of occluded coalbed methane gas involved who have

not heretofore reached an agreement with respect to develol,ment and

operation of the drilling unit covered hereby shall be reiIuired to
pool their coalbed methane gas interests below the Tiller seam of
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coal for 1%e development of this drilling unit, upon the :erma and

conditions set out in this order, all of which terms and ciinditions

are found, after consideration of the evidence presents! in this

cause, to be supported by substantial evidence and to
reasonable and equitable and such as will afford each

coalbed m ethane gas owner and potential owner in this

opportunity to recover or receive just and equitable

productior from this unit.

be just,
occluded

snit the

~hare of

Basec upon the evidence presented at the public hearing in

this matter, the Virginia Gas and Oil Board orders as fo'.,lows:

(1) the interests of well operators, as named above, in this

80-acre (with a tolerance of 15%) drilling unit establish d in the

lands involved herein for the Oakwood Coalbed Methane Gas Field are

hereby pooLed for the development and operation of this u> it. Oxy

USA, Inc., is hereby authorized to drill, complete and >crate a

well in tzis drilling unit so as to produce occluded coalbed

methane gai> from the pooled acreage, consistent with the t srms and

provisions of its applicable well work permit and the Oakwc >d Field

Rules.

(2) Iach owner or potential owner of occluded coalbe methane

gas below 1:he Tiller seam of coal involved herein, other I,han Oxy

USA, Inc., shall, within 30 calendar days after the date of mailing

this Order, deliver to Oxy USA, Inc., P. O. Drawer Q, Ri hlands,

VA 24634, a written election either to participate in the

operation of the well covered hereby or to exercise sr ".h well

operator's right of election under this order as describei below.
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A timely election shall be deemed to have been made i:( a well

operator on or before the last day of such 30 calendar da( period

has sent such written election by telegram or telegraph to Dxy USA,

Inc., or has had such written election duly postmarked and has

placed sue@ written election in the United States mai:., first

class, poatage prepaid, duly addressed to Oxy USA, Inc. at the

address s4t forth above. The alternatives afforded to =he well

operators herein pooled are set forth below.

Each occluded coalbed methane gas well operator or potential

well operator herein pooled claiming an interest as to the occluded

coalbed methane gas below the Tiller seam of coal derived from any

tract witl~in the drilling unit involved herein is accc ."ded the

following options as to such interest:

(a) Particination: To participate in the working interest

in and the development of the occluded coalbed methane gas below

the Tille) seam of coal in the drilling unit involved herein by

agreeing i:o pay such well operator's proportionate pari; of the

actual cost of drilling, completing, equipping, operating, plugging

and abandoning of the well covered hereby and by payini< as set

forth herein, to Oxy USA, Inc., such owner's proportionati. part of

the $233,941.00 estimated cost of drilling, completing, ei:uipping,

operating, plugging and abandoning of the proposed well covered

hereby. A participating well operator's proportionate pait of the

anticipated cost of completion and share of the production from

such well shall be in the proportion that the number of nel, mineral

acres in the unit covered by the occluded coalbed methane gas
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rights owned by such party bears to the entire number of mineral

acres in this unit; or

(b) carried interest: In lieu of participating in the

working interest in and the development of the pool ..n this

drilling ur it, as set forth in subparagraph (i) above, to lect to

share in tlute operation of the well covered on a carried b,sis (as

a carried well operator) so that the proportionate part of the

actual cost of drilling, completing, equipping, operating, ilugging

and abandc ning of such well allocable to such carriitd well

operator's interest is charged against such carried well opi.rator's

share of Production from such well. All of such carr:ied well

operator's occluded coalbed methane gas rights below th, 'Tiller
seam of co Ll in the pool in the drilling unit involved he..ein are

relinquishsd under this order to Oxy USA, Inc. until the l>roceeds

from the sale of the share of production from such well,iccruing

to such ca ~ried well operator's unleased interest in the Lrilling

unit invoLved herein, exclusive of any royalty, ex:ess or

overriding royalty, or other non-operating or non-cost bearing

burden re<,erved in any lease, assignment thereof or a agreement

relating thereto covering such interest, equals three hundred

percent (3 30%) for a leased interest or two hundred percent (200%)

for an unlsased interest of the share of the cost of drilling and

completing the well allocable to the occluded coalbed met one gas

interest cf such carried well operator; plus one hundreci percent

(1004) of the carried operator's share of the cost of surface

equipment beyond the wellhead connection of such well alii,cable to
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the inta:,est of such carried well operator; yllla on

percent i1004) of the share of the cost of operating

allocable to the occluded coalbed methane gas interes

carried w sll operator. Such carried well operator's pro

part of the costs of, and the production from, the wel

hundred

~uch well

of such

)rtionate

covered

: mineralhereby is to be in the proportion that the number of n

acres in the unit covered by the occluded coalbed me hane gas

operator

During

Lve such

proceeds

duction,

upon or

parately

t to the

and any

in any

rhich is
sd well

d other

ject to

to such

rriding

hall be

r month

sold.

interest iwned or potentially owned by such carried well

bears to 1:he entire number of mineral acres in such unit

the period of time Oxy USA, Inc. is entitled to rec

carried well operator's share of production or the

therefrom, Oxy USA, Inc. shall pay all applicable pr

severance, excise, gathering and any other taxes based

measured by the value or amount of production and shall s

calculate and pay to such carried well operator for payme

appropriats owner any royalty, excess or overriding royalt

other non-operating or non-cost bearing burden reserve

lease, assignment thereof or agreement relating thereto

deducted ).'rom the share of production of such carr

operator. Such royalty, excess or overriding royalty a

non-operat:.ng or non-cost bearing burden is not to be s

any charge for operating costs. Payment by Oxy USA, Inc.
carried we.'.1 operator of any such royalty, excess or ov

royalty or other non-operating or non-cost bearing burden

made withir ninety (90) days after the end of the calend

within which the production sub)ect to such burdens i
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Within sixty (60) days after the completion of the well overed

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

inventory of the equipment in and connected to such wel] and an

itemized statement of the cost of drilling, completing and

equipping such well for production; and for each month the: eafter,

during the time Oxy USA, Inc. is being reimbursed as ],rovided

above, Oxy USA, Inc. shall furnish to such carried well ,perator

an itemizecI statement. of all costs and liabilities incurreil in the

operation of such well, together with a statement of the ,uantity

of occluded coalbed methane gas produced therefrom and thai amount

of proceedh> realized from the sale of the production alloi,able to

such carried well operator's interest in the unit during the

preceding month. Oxy USA, Inc. shall also furnish to the S:ate Gas

and Oil Inspector, copies of the same statements furnishec, to each

carried well operator under the provisions hereof. Ani amount

realized from the sale or other disposition of equipmeiit newly

acquired > n connection with any operation on the well covered

hereby which would have been owned by such carried well )perator

had such owner participated therein as a participat:ing well

operator shall be credited against the total uncovered w<iLl costs

in determ:.ning when the interest of such carried well operator

shall revert to such owner as described above. When Oxy 1ISA, Inc.
recovers from such carried well operator's relinquished interest
provided for above, the relinquished interest of such car::ied well

operator <,hall automatically revert to such owner, and from and

after sucl reversion, such carried well operator shall bi treated
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as a partic ipating well operator and shall own the same :.interest

in such well, the material and equipment in or pertaining thereto

and the p:.oduction therefrom, as such owner would hai e been

entitled ".o had such owner participated initially as a

participating well operator in the drilling, complet!ng and

equipping c f such well; and thereafter, such owner shall be charged

with and shall pay the owner's proportionate part of the further

costs of t)ie operation of such well.

(c) i.'ash consideration: ln lieu of participating in the

working interests in and the development of the drill:,ng unit

involved herein, any owner of an unleased interest may !lect to

receive a sum of ONE DOLLAR ($1.00) per net mineral acre i>wned by

such owner, plus a total royalty in the amount of one-e:.ghth of

eight-eighChs (1/8th of 8/8ths) of the occluded coalbed met sane gas

and gas candensate produced 1'rom the well covered by thi,i Order,

the same to be delivered into the lease tanks or into the p Lpelines

to which such well is connected, free and clear of al'.. costs,

expenses ~.nd risks incurred in or in connection with cieilling,

equipping, operating, completing, plugging and abandonincl of such

well. Any well operator electing this option shall delis ar under

this Orde:..a net revenue interest of 87.504 of 8/8th', of the

occluded coalbed methane gas and gas condensate produced from the

well covered by this Order, with such net revenue interi,st being

determinec by deducting from such owner's share of prod':tion the

royalty pxovided for immediately above; and provided furt er, that
such roya'J ty of 1/8th of 8/8ths and such net revenue in),'crest of



87.504 of 8/Bths shall be proportionately reduced and payalile only

in the prcportion that the number of net mineral acres in the

drilling u!iit covered by the occluded coalbed methane ga! rights

owned by such well operator bears to the entire number of mineral

acres in tJiis unit; or

(3) '.[n the event a well operator, either an owne . of an

occluded coalbed methane gas lease or an owner of an ! mleased

tract, who is subject to the provisions of this Order sh!!11 fail
to timely and properly elect, in writing, one of the ag,ilicable

options as set forth above, such well operator shall be d iemed to

have electiid not to participate in the working interest in She well

covered hereby and shall be deemed to have leased his int irest in

the occludid coalbed methane gas to the designated coalbe<l methane

gas well operator. In the event a well operator, either in owner

of a leasii interest or an owner of an unleased interest who is
subject tc the provisions of this Order shall elect to !ct as a

participating well operator under 2A.(i) or B.(i) above, w!iichever

is applicable, but thereafter fail or refuse to pay or sn mre the

payment of such well operator's proportionate part of the cost of

the well covered hereby as set forth in such provisic;is, such

election to act as a participating operator under this Oriler shall

be null ani void and such well operator shall become a car!ied well

operator consistent with the terms and provisions of thili Order.

(4) If any payment of bonus, royalty payment or othe! payment

due and wring under this Order cannot be made because tj!e person

entitled thereto cannot be made certain due to conflicti: g claims
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of ownership and/or a defect or cloud on the title, then s,ch cash

bonus, royalty payment or other payment shall be deposited into an

escrow account within one hundred eighty (180) days after I,he date

of this Orier and shall not be commingled with any funds of the

applicant vr unit operator. 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 th» holder

relinquishes such funds to the Board as required by law or the

Board. At1:ached hereto is a listing of all persons whose .nterest

is uncerta Ln.

If ary person whose interest is pooled hereby reluses to

accept the cash bonus consideration or if any such persaii cannot

be paid the cash bonus, royalty payment or any other pa):Aent due

hereunder for any reason other than the reasons set fort:i above,

the unit operator may deposit such cash bonus, royalty pc.Pment or

other paymznt into an escrow account established in the ac',:ounting

records of unit operator and such funds shall be creditecl to such

account fcr the benefit of such person. Such funds so clzposited

in such escrow account shall be held for the benefit of the

person(s) entitled thereto until such funds can be paid to such

person(s) or until they are reguired to be paid to the

Commonwealth.

Within thirty (30) days of the expiration of any and all
election Eeriods provided in paragraph 2, the designated operator

shall tenor to the State Gas and Oil Inspector a i otarized

statement of all disputed claims, specifically, including a

10
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breakdown of the type of interest, mineral ownership and

of owner>'hip. This statement shall be used in cre

establishLng the escrow accounts reguired by this Order

changes i:i the status of conflicting claims occur, the

ircentage

ting and

If any

isignated

operator i<hall immediately notify the State Gas and Oil :nspector

and within thirty (30) days submit an amended disput i claims

statement,

With:.n 30 days of receipt of' certified copy of

legal determination of entitlement or upon receipt of an

signed by all claimants, the Board shall order payment of

he final

greement

rincipal

in response to the notice of hearing published pursuan

provisions of Section 45.1-361.19, Code of Virginia,

amended, axd whose identity or whereabouts remains unkno

to the

950, as

i at the

to have

he well

ider the

above.

iparate,

conclusion of the hearing in this matter shall be deeme

elected to lease his interest to the coalbed methane to

operator dkisignated to drill as described in paragraph 1,
same terms and conditions as set forth in paragraph (c
The desigrated well operator shall deposit into a s

distinct Interest-bearing escrow account established

Virginia G,is and Oil Board with the Treasurer of Virg

proceeds attributable to the unknown lessor's interest.

by the

iia all
11 sums

.'it and

to the

so deposits.d shall be held for the unknown lessor's ben

shall be deemed unclaimed property and disposed of pursuan

and accruing interest from the escrow account described above to

all persozs legally entitled thereto.

(5) hny well operator involved herein who has not appeared

11
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Uniform Disposition of Unclaimed Property Act (Section 5 )-210.1,

W ma.)
(6) .Wy cash bonus which becomes payable by Oxy Ul'A, Inc.

under the provisions of 2(c), above, shall be paid or :endered

within thirty (30) days after the date of this Order; r ..ovided,

however, if the owner entitled to such funds releases the same, or

if such owaer's interest in the unit involved in this cat,se has a

defect or cloud in the title thereto, or if such owner o annot be

paid such funds for any reason whatsoever other than the reasons

set forth in paragraph 2 and 3 above. Oxy USA, Inc. may deposit

(credit) szch funds due such party into an internal escrow account

establishei in the accounting records of Oxy USA, Inc. hand such

funds shall be credited to such account for the benefit of such

owner. Such funds so deposited (credited) in such escrow account

shall be hald for the benefit of the owner entitled thereCo until

such funds can be paid to such owner, or such owner acce.)ts such

funds, or until such title defect or cloud is cured or resoved to

the satisfaction of Oxy USA, Inc.

(7) Oxy USA, Inc., in addition to any other rights afforded

such part> under the laws of Virginia, shall have a lien on the

mineral leasehold estate or rights owned by the ot].er well

operators i.nvolved herein in the unit covered hereby and ul:on their

shares of ".he production from the well covered hereby to tl.e extent

that cost,s incurred in the development and operation of the

drilling unit involved herein are a charge against such interests.
Such liens shall be separable as to each separate well opei.ator and

12



shall rema5n a lien until all costs incurred in connection iiith the

well have been paid. Upon the failure or refusal of any

participat:.ng well operator to pay such well op;rator's

proportionate part of any cost incurred hereunder in cotnection

with the wsll covered hereby, shall be entitled to reci!ive the

share of 5iroduction from the well accruing to such deI aulting

participat:.ng well operator's interest in the unit involved herein,

or the proceeds from such share, until such proportionate part of

such cost xas been paid. No part of the production or Iiroceeds

accruing tc any participating well operator shall be applieil toward

payment of costs chargeable to any other interest in st:h unit.

If any participating well operator fails or refuses to nay such

well opera1.or's proportionate share of the cost incurred hiireunder

in connect:.on with the well covered hereby within sixty (i 0) days

after rendition of a statement therefore by Oxy USA, Inc., :he non-

defaulting participating well operators, including Oxy USI„ Inc.,
shall, upon request by Oxy USA, Inc., pay the unpaid amoun". in the

proportion that the interest of each such non-de'.'aulting

participat:.ng well operator bears to the total interests of all
such non-defaulting well operators. In such event, each non-

defaulting participating well operator so paying sui,h well

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

reimbursement thereof, he subrogated to the lien rights diiscribed

above.

(8) ::f the well involved herein has not been commenc .d as of

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

13
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operations on such well within three hundred and sixty-f.ive days

(365) days from the date of this Order and in any event, shall

continue ox cause to be continued operations under this Or: er with

due diligi~nce; otherwise, the provisions thereof shall be

inoperative and this Order shall terminate, except for nny cash

sums becom:.ng payable hereunder, unless the time of commzncement

of such operation is extended by an Order of the Board.

(9) Oxy USA, Inc. shall, within thirty (30) days, after
completion, tender to the State Gas and Oil Inspector an itemized

statement reflecting the actual cost of drilling, eq;ipping,

completing, plugging and abandoning the well. Additional .Itemized

statements reflecting actual operating costs shall be furnished to
the State 3as and Oil Inspector on a quarterly basis. If the

actual costs of drilling, completing, equipping, plugg..ng 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.

(10) Oxy USA, Inc. shall cause a certified copy of this Order

to be mailed to the last known address of each well opec ator as

listed in this Order.

The relief granted by this Order is to avoid the dri:.ling of
unnecessary wells, prevent the various types of waste or 0=eluded

coalbed methane gas and protect the correlative rights of all
owners wit?, respect to the pools in the drilling unit :.nvolved

herein.

14



500K 375 PAGE %5

Done this 9) day of / IIQ~, 1991, by a maji:rity of

the Virginia Gas and Oil Board.

CHAIRWiN/

5T
Done cond performed this ZJ day of /A~

/

1991, by o] der of this Board.

2J.
Prigyfipai Exenxtxv/to t? i s Staf f,

pirginia Gas fd Oil Board

15
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State of Virginia
County of Washington

Acknowledged on this 'Q/ day of 1991
u lly before me a notary public in and for vkhe State of Virginia

enny Wampler, being duly sworn did depose and say that he is
of the Virginia Gas and Oil Board, that he executed the same and
ised tc do so.

C7. ZR.~a
gs V
lic
ion expires 9/23/92

irginis
County of Washington

Acknowledged on this day of ~~ 1991
personally befo> e me a notary public in and for tfie State of Virginia
appeared Byron Thomas Fulmer, being duly sworn did depose and say that he is

v

t

~

1 Executive to the Staff of the Virginia Gas and Oil Board, that he
ghe same and was authorised to do so.

I@M&
-."(w~ %II'~

ton expLres 9/23/92

"%4
n)anSLo

VIRGINIA. In the Cler k's Office of the Circuit Court of Buchanan County. The foregoing instrumu it
was this day presented in tll sfffce aforesaid 'ether with the certjjicate of acknowledgment Srtnem i,
admitted to record this ....~5k-.......QA'f .......................,19 %.........................l r l$ 0': .. 'i h
Deed Book No. ZlX..and Piste No...'.Ff.j....

TESTE: /Cld~cC 4...C.,:..~ .....Cl
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