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RE-POOLING OF INTERESTS IN

DRILLING UNIT P-41 LOCATED
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REPORT OF THE BOARD

FINDINGS AND ORDER

ing Date and Place: This matter was continued at t

September 21,
Virginia Gas ar
19, 2030 &5t Y
Virginia.

2
Offices, PLLC,
Assistant Attor

2 Jur]

id 0il board (hereafter

Appearances:

2010 hearing and came for final hearing before ¢
"Board") at 9:00 a.m. on OctoH

he at the Russell County Conference Center, Leband

of the firm Swartz I
B. Piged

Mark Swartz, Esquire,
appeared for the Applicant; and Sharon M.
ney General, was present to advise the Board.

isdiction and Notice: Pursuant to Va. Code §§ 45.

361.1 et seq.,
subject matter.
Board also find
conducting a s
the identity

mineral owners
Applicant as h
Coalbed Methane
the Upper Seah
Upper Horsepen,
No. 9, Pocahont]

=

and whereabouts of gas and o0il owners, coal ownen
and/or potential owners, i.e., persons identified
aving ("Owner") or claiming ("Claimant") the rights

the Board finds that it has jurisdiction over 4
Based upon the evidence presented by Applicant, 4
8 that the Applicant has (1) exercised due diligence
earch of the reasonably available sources to determi

Gas in all coal seams below the Tiller Seam, includil
oard, Greasy Creek, Middle Seaboard, Lower Seaboar
Middle Horsepen, War Creek, Lower Horsepen, Pocahont
as No. 8, Pocahontas No. 7, Pocahontas No. 6, Pocahont




No. 5, Pocahontas No. 4, Pocahontas No. 3, Pocahontas No. 2 and varipy
unnamed coal |seams, coalbeds and rock strata associated therewit
{hereafter "Subject Formation") in Subject Drilling Unit underlying Fr
comprised of PBubject Lands; (2) represented it has given notice
those parties| (hereafter sometimes "person(s)" whether referring
individuals, corporations, partnerships, associations, companig
businesses, trusts, joint ventures or other legal entities) entitled|D
Va. Code §§ 45.1-361.19 and 45.1-361.22, to notice of the Applicatign

filed herein; |and (3) that the persons set forth in their Applicatic
earing have been identified by Applicant through its

t
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and Notice of

diligence as wners or Claimants of Coalbed Methane Gas intere
underlying Subfject Drilling Unit and that the persons identified
Exhibit B-3 attached hereto are persons identified by Applicant who
be Owners or |Claimants of Coalbed Methane Gas interests in Subj
Formation who |have not heretofore agreed to lease or sell to
Applicant and/¢r voluntarily pool their Gas interests. Conflicting
Owners/Claimantis in Subject Drilling Unit are 1listed on Exhibit
Further, the Bgard has caused notice of this hearing to be published
required by Va| Code § 45.1-361.19.B. Whereupon, the Board hereby fi
that the notices given herein satisfy all statutory requirements, Boaxr
rule requirements and the minimum standards of due process.

4. Amendments: None

B issals: None

6. Relief Requested: Applicant requests (1) that pursuant
Va. Code § 45.1-361.22, including the applicable portions of Va. Cod

t
45.1-361.21, tHe Board pool all the rights, interests and estates'|i
and to the Gas|in Subject Drilling Unit, including the pooling of

s

d

t

d

interests of the Applicant and of the known and unknown persons na
in Exhibit B-3 hereto and that of their known and unknown hei
executors, administrators, devisees, trustees, assigns and successo
both immediate |and remote, for the drilling and operation, includi
production, of |Coalbed Methane Gas, produced from or allocated to t
Subject Drilling Unit established for the Subject Formation underlyi
and comprised 9f the Subject Lands, (hereafter sometimes collective
identified and referred to as "Well Development and/or Operation in t
Subject Drilling Unit"), and (2) that the Board designate CNX G
Company LLC as as Unit Operator.

y 15 Relief Granted: The Applicant’s requested relief in th
cause be and hereby is granted: (1) Pursuant to Va. Code § 4S5.
361.21.C.3, CNX|Gas Company LLC hereafter "Unit Operator" is designat
as the Unit Operator authorized to drill and operate the Coalb
Methane Gas well in the Subject Drilling Unit at the location depict
on the plat attached hereto as Exhibit A, subject to the perm
provisions contdined in Va. Code §§ 45.1-361.27 et seq.; to the Oakwo
Coalbed Methane| Gas Field I Order OGCB 3-90, dated May 18, 1990,
amended; to §§ 4 VAC 25-150 et seqg., Gas and 0il Regulations; and to
4 VAC 25-160 et] seq., Virginia Gas and 0il Board Regulations, all
amended from time to time, and (2) all the interests and estates in a
to the Gas in Jubject Drilling Unit, including that of the Applica
and of the kno and unknown persons listed on Exhibit B-3, attach
hereto and made a part hereof, and their known and unknown heir
executors, administrators, devisees, trustees, assigns and successor
both immediate pnd remote, be and hereby are pooled in the Subject




Formation in th

Subject Lands.

Pursuant
authority of
following meth
allocation of
Gas.

For Frac

Va.
od for the calculation of production and revenue
allowable costs for the production of Coalbed Meth

Well Gas.

e Subject Drilling Unit underlying and comprised of

to the Oakwood I Field Rules promulgated under
Code § 45.1-361.20, the Board has adopted

- Gas shall be produced from and allocated

only the
according
within ¢t
(express

Unit,
acreage,
80-acre
Field Ru

8.

d as a percentage)
within each separate tract that
when platted on the surface,

when platted on the surface,

Election and Election Period:

80-acre drilling unit in which the well is locat
to the undivided interests of each Owner/Claim
e unit, which undivided interest shall be the ra
that the amount of mineral acre
is within the Subject Drill
bears to the total minex
contained within the enti
rilling unit in the manner set forth in the Oakwood
s.

In the event any Owner

Claimant named

agreement to share in the operation of the well located in the Subjec

Drilling Unit,

Owner or Claimant and the Unit Operator,
elect one of the options set forth in Paragraph 9 below and must gi

written notice

to the design

thirty (30) day
timely election
last day of sail
written electio
below or has du
class United 8
Operator at the

9.

Eledg

in Exhibit B-3 hereto does not reach a voluntar

at a rate of payment mutually agreed to by said
then such person named
v
f his election of the option selected under Paragraph
ted Unit Operator at the address shown below withi
8 from the date of receipt of a copy of this Order.
shall be deemed to have been made if, on or before t
d 30-day period, such electing person has delivered hi
n to the designated Unit Operator at the address sho
ly postmarked and placed its written election in fir
tates mail, postage prepaid, addressed to the Un
address shown below.

tion Options:

9.1 Optiol 1 - To Participate In The Well Development a&d

Operation of the Drilling Unit:

Any Gas Owner or Claima

named 1

n Exhibit B-3 who does not reach a voluntary agreeme

with t
Develo
(herea

estimat

of the

contemp
Oakwood

as mor

Regulati

Costs")

estimat

of the
Unit o

the dat
Con
Unit is

The

e Unit Operator may elect to participate in the We
ent and Operation in the Subject Drilling Un
er "Participating Operator") by agreeing to pay t

of such Participating Operator's proportionate pa
actual and reasonable costs of the Well Developme
ated by this Order for Gas produced pursuant to t
I Field Rules, including a reasonable supervision fe
particularly set forth in Virginia Gas and 0il Boa
on 4 VAC 25-160-100 (herein "Completed-for-Producti

Further, a Participating Operator agrees to pay t

of such Participating Operator's proportionate par
ompleted-for-Production Cost as set forth below to th
rator within forty-five (45) days from the later o
e of mailing or the date of recording of this Order|
ipleted-for-Production Cost for the Subject Drillin
as follows:

(o T (b ot B ot e
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this option (Option 1) understand and agree that their initlig

the Applicant’s estimate of actual costs and expenses. 1E

forth above. Provided, however, that in the event a Participat

Productiqn Cost as set forth above, all within the time set fo

Completed-for-Production Cost: $186,427.89

owner and/or claimants named in Exhibit B-3, who el

under this option is for their proportionate share

in Unit" times the Completed-for-Production Cost

of his proportionate part of the Completed-fon

Optlion 2 - To Receive A Cash Bonus Consideration: In 1'

ject Drilling Unit under Paragraph 9.1 above, any
r or Claimant named in Exhibit B-3 hereto who does
h a voluntary agreement with the Unit Operator
t to accept a cash bonus consideration of $10.00
mineral acre owned by such person, commencing up-:
of this Order and <continuing annually untfll
encement of production from Subject Drilling Unit, a
eafter a royalty of 1/8th of 8/8ths [twelve and on
percent (12.5%)] of the net proceeds received by t
Operator for the sale of the Coalbed Methane Gas
uced from any Well Development and Operation covered
Order multiplied by that person's Interest in Unit
ortional share of said production [for purposes of this
r, net proceeds shall be actual proceeds received less
-production costs incurred downstream of the wellhead
uding, but not limited to, gathering, compressior
ting, transportation and marketing costs, whethéd
ormed by Unit Operator or a third person] as faidy

Owner or Claimant. The initial cash bonus shall becon
and owing when so elected and shall be tendered, paid
escrowed within one hundred twenty (120) days af

or
recording of this Order. Thereafter, annual cash bonuses,
if any, shall become due and owing on each anniversary df
the date of recording of this order in the event production

and |once due, shall be tendered, paid or escrowed within
(60) days of said anniversary date. Once the initiall

cash| bonus and the annual cash bonuses, if any, are so paigd
scrowed, subject to a final 1legal determination of
rship, said payment(s) shall be satisfaction in fulll

for |the right, interests, and claims of such electing




person in and to the Gas produced from Subject Formation |in
t Subject Lands, except, however, for the 1/8th royalt44

dug hereunder.
Subject to a final legal determination of ownership, |[tHe
election made under this Paragraph 9.2, when so made, shalll
be| satisfaction in full for the right, interests, d
claims of such electing person in any Well Development
Operation covered hereby and such electing person shall
deemed to and hereby does lease and assign, its right],
interests, and claims in and to the Gas produced fF¢
Subject Formation in the Subject Drilling Unit to
Applicant.

Optiion 3 - To Share In The Well Development And Operati

As | A Non-Participating Person On A Carried Basis And |T

Redeive Consideration In Lieu Of Cash: In lieu
payticipating in the Well Development and Operation
Subject Drilling Unit under Paragraph 9.1 above and in 1i
of |receiving a Cash Bonus Consideration under Paragraph 9.
e, any Gas Owner or Claimant named in Exhibit
to who does not reach a voluntary agreement with
Operator may elect to share in the Well Developm
Operation of Subject Drilling Unit on a carried basli
a "Carried Well Operator"] so that the proportion
of the Completed-for-Production Cost hereby alloca
uch Carried Well Operator's interest is charged agai
Carried Well Operator's share of production fr
ect ' Drilling ' Unit: Such Carried Well Operator
ts, interests, and claims in and to the Gas in Subje
ling Unit shall be deemed and hereby are assigned
Applicant until the proceeds from the sale of su
ied Well Operator's share of production from Subjes
ling Unit (exclusive of any royalty, excess ¢
riding royalty, or other non-operating or non cost
ing burden reserved in any lease, assignment thereof ¢
ement relating thereto covering such interest) equal
hundred percent (300%) for a leased interest or ty
ed percent (200%) for an unleased interest (whichevgr
plicable) of such Carried Well Operator's share of the
eted-for-Production Cost allocable to the interest df
Carried Well Operator. When the Applicant recoups a
ers from such Carried Well Operator's assigned
est the amounts provided for above, then, the assigned
est of such Carried Well Operator shall automaticallly
t back to such Carried Well Operator, and from angd
such reversion, such Carried Well Operator shall bg
ed as if it had participated initially under Paragraph
bove; and thereafter, such participating person shall
arged with and shall pay his proportionate part of all
er costs of such Well Development and Operation.
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ct to a final legal determination of ownership, th}
ion made under this Paragraph 9.3, when so made, shal
be sptisfaction in full for the rights, interests, and

ion covered hereby and such electing person shall bs¢




deFmed to have and hereby does assign its righ
int

erests, and claims in and to the Gas produced firgm
Supject Formation in the Subject Drilling Unit to |[tHe
Applicant for the period of time during which its interegt
is| carried as above provided prior to its reversion back| Ho
such electing person.

10, Fallure to Properly Elect: In the event a person named| ip
Exhibit B-3 hereto does not reach a voluntary agreement with the Unik
Operator and fails to elect within the time, in the manner and |ih
accordance with the terms of this Order, one of the alternatives sef
forth in Paragraph 9 above for which his interest qualifies, then such
person shall be deemed to have elected not to participate in

proposed Well [Development and Operation in Subject Drilling Unit 3
shall be deemed, subject to a final legal determination of ownership
to have elected to accept as satisfaction in full for such person'
right, interests, and claims in and to the Gas the considerati
provided in Paragraph 9.2 above for which its interest qualifies
shall be deemefd to have leased and/or assigned his right, interesfs
and claims in |and to the Gas produced from Subject Formation in

Subject Drilling Unit to the Applicant. Persons who fail to prope
elect shall be deemed, subject to a final legal determination
ownership, to ve accepted the compensation and terms set forth her
at Paragraph 9.2 in satisfaction in full for the right, interests,

claims of such| person in and to the Gas produced from the Subj
Formation underlying Subject Lands.

11. Default By Participating Person: In the event a perso
named in Exhibit B-3 elects to participate under Paragraph 9.1,
fails or refuges to pay, to secure the payment or to make 3
arrangement with the Unit Operator for the payment of such person

herein, all within the time and in the manner as prescribed in th
Order, then suc

to such interes Whereupon, any cash bonus consideration due as
result of such deemed election shall be tendered, paid or escrowed
Unit Operator within one hundred twenty (120) days after the last daj
on which such defaulting person under this Order should have paid hip
proportionate part of such cost or should have made satisfactor
arrangements £ the payment thereof. When such cash bonug
consideration is|paid or escrowed, it shall be satisfaction in full fo
the right, interests, and claims of such person in and to the Gas
underlying Subject Drilling Unit in the Subject Lands covered hereby
except, however, | for any royalties which would become due pursuant tg
Paragraph 9.2 herneof.

12. Assignment of Interest: In the event a person named i
Exhibit B-3 is able to reach a voluntary agreement to share in the
Well Development [and Operation contemplated by this Order at a rate of
payment agreed fo mutually by said Owner or Claimant and the Unit
Operator, or fails to make an election under Paragraph 9.1 above, then
subject to a fin3dl legal determination of ownership, such person shall




be deemed to have and shall have assigned unto Applicant such persg
right, ' interegts, and claims in and to said well, and other share
production to| which such person may be entitled by reason of
election or deemed election hereunder in accordance with the provisi
of this Order governing said election.

]

2 Unit Operator (or Operator): CNX Gas Company LLC shall
and hereby 1is| designated as Unit Operator authorized to drill
operate the oalbed Methane Well in Subject Formation in Subj
Drilling Unit,| all subject to the permit provisions contained in
Code §§ 45.1-361.27 et geq.; §§ 4 VAC 25-150 et seqg., Gas and
Regulations; §§ 4 VAC 25-160 et seq., Virginia Gas and 0il Bo
Regulations; the Oakwood Coalbed Gas Field I Order OGCB 3-90, all
amended from tiime to time, and all elections required by this Or
shall be communicated to Unit Operator in writing at the address shog
below:

CNX Gas Company LLC
2481 John Nash Blvd.
Bluefield, WV 24701
Attn: Anita D. Duty

14. Commgncement of Operations: Unit Operator shall commence

cause to commenice operations for the drilling of the well(s) within t
Subject Drilling Unit and/or the well(s) outside the Subject Drillimn
Unit but from |which production is allocated to the Subject Drillip
Unit within Seven Hundred and Thirty (730) days from the date of th
Order and shall prosecute same with due diligence. If Unit Operatp
shall not have|so commenced and/or prosecuted, then this Order shal
terminate, except for any cash sums then payable hereunder; otherwils
t

unless sooner terminated by Order of the Board, this Order shall expi
at 12:00 P.M. on the date on which all wells covered by the Ord
and/or all wells from which production is allocated to the Subje
Drilling Unit ajfe permanently abandoned and plugged. However, in t
event an appeall is taken from this Order, then the time between t
filing of the petition for appeal and the final Order of the Circu
Court shall be excluded in calculating the two-year period referred

herein.

0O ¢t

15. OperLtor's Lien: Unit Operator, in addition to the oths
rights afforded |hereunder, shall have a lien and a right of set off o©
the Gas estates|, rights, and interests owned by any person subjec
hereto who elecks to participate under Paragraph 9.1 in the Subjec
Drilling Unit tp the extent that costs incurred in the drilling

5l =

operation on t Subject Drilling Unit are chargeable against suc
person's interest. Such liens and right of set off shall be separabl
as to each separate person and shall remain liens until the Uni

w"l97§4%*

Operator drilli or operating any well covered hereby has been pai
the full amounts |due under the terms of this Order.

16. Escrgw Provisions:

The Applicant represented to the Board that there are no unknown or
unlocatable claimants in the Subject Drilling Unit; and, the Unit
Operator has represented to the Board that there are conflicting
claimants in Tract(s) 2B and 2C of the Subject Drilling Unit whossg
payments are subject to the provisions of Paragraph 16.2 hereof.
Therefore, by this Order, the Escrow Agent named herein or any




successor named by the Board, is required to establish an interes

bearing escrow account for Tract(s) Tract(s) 2B and 2C of the Subjedt
Drilling Unit |(herein “Escrow Account”), and to receive and account| o
the Board pursuant to its agreement for the escrowed funds hereafftqr

described in Paragraphs 16.1 and 16.2:

1s6.

16.

1]

First Bank & Trust Company
PO Box 3860
Kingsport, TN 37664
Attn: Debbie Davis

™

1. Esdrow Provisions For Unknown or Unlocatable Persons: 1
any payment of bonus, royalty payment or other payment HL;

owing under this Order cannot be made because {th
son entitled thereto cannot be located or is unkno

such cash bonus, royalty payment, or other paymgn
1 not be commingled with any funds of the Unit Operatiof
, pursuant to Va. Code § 45.1-361.21.D, said sums shalll
deposited by the Unit Operator into the Escrow Account|
commencing within one hundred twenty (120) days o
recording of this Order, and continuing thereafter on
monthly basis with each deposit to be made, by use of
repprt format approved by the Inspector, by a date which
no |later than sixty (60) days after the last day of t
month being reported and/or for which funds are bei
sited. Such funds shall be held for the exclusive u
and sole benefit of the person entitled thereto unt

funds can be paid to such person(s) or until t
ow Agent relinquishes such funds as required by law
uant to Order of the Board in accordance with Va. Co
«1-361.21.D.

)= 5

2 Escrow Provisions For Conflicting Claimants: IT " a
payment] of bonus, royalty payment, proceeds in excess

ongoing| operational expenses, or other payment due and owi
under this Order cannot be made because the person entitl
thereto| cannot be made certain due to conflicting claims

ownershlip and/or a defect or cloud on the title, then su
cash badnus, royalty payment, proceeds in excess of ongoi
operational expenses, or other payment, together with
Participating Operator's Proportionate Costs paid to Unit
Operator pursuant to Paragraph 9.1 hereof, if any, (1) shall
not be |commingled with any funds of the Unit Operator; and
(2) 'shall, pursuant to Va. Code §§ 45.1-361,.22.R.2, |45.1}
361.22.A.3 and 45.1-361.22.A.4, be deposited by the Operato:
into the Escrow Account within one hundred twenty (120) day
of recording of this Order, and continuing thereafter on

monthly |basis with each deposit to be made by a date which i
no latey than sixty (60) days after the last day of the mont
being rdported and/or for which funds are subject to deposit.
Such funds shall be held for the exclusive use of, and sole
benefit |of, the person entitled thereto until such .funds can
be pai to such person(s) or until the Escrow Agent
relinquiphes such funds as required by law or pursuant to
Order of|the Board.

Fh Q0 Hh




finds:
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Gas Company LLC, a Virginia limited liability com
is duly authorized and qualified to transact business in
Commonwealth of Virginia;

Gas Company LLC has the authority to explore, deve
and maintain the properties and assets, now owned or hereaf
acquired, consented to serve as Coalbed Methane Gas U

0~

Operator for Subject Drilling Unit and to faithfully dischargg

the duties imposed upon it as Unit Operator by statute
regulations;

Gas Company LLC is an operator in the Commonwealth
Virginia, and has satisfied the Board’s requirements
operatiions in Virginia;

Gas Company LLC claims ownership of gas leases, Coal

Methan Gas leases, and/or coal leases representi

73.2827 percent of the oil and gas interest/claims in and

Coalbe Methane Gas and 99.9326 percent of the cogll

interest/claims in and to Coalbed Methane Gas in Subj

Drilling Unit; and, Applicant claims the right to explore fo
develo and produce Coalbed Methane Gas from Subje
Formations in Subject Drilling Unit in Buchan

County, Virginia, which Subject Lands are more particula
described in Exhibit A;

5. The |estimated total production from Subject Drilling Unit

is 125 MMCF to 550 MMCF. The estimated amount of reserves

from the Subject Drilling Unit is 125 MMCF to 550 MMCF;

6. Set [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 Ga
in Subject Formation in Subject Drilling Unit underlying and

comprised of Subject Lands, who has not, in writing, leased
the Applicant or the Unit Operator or agreed to voluntar
pocl his interests in Subject Drilling Unit for
development. The interests of the Respondents listed

Exhibit| B-3 comprise 26.7173 percent of the o0il and ga$
interests/claims in and to Coalbed Methane Gas and 0.0673
percent |[of the coal interests/claims in and to Coalbed Methans

Gas in Subject Drilling Unit;

7 Applilcant's evidence established that the fair, reasonable
and equitable compensation to be paid to any person in lieu
of the|right to participate in the Wells are those options

provided in Paragraph 9 above;

.8 The relief requested and granted is just and reasonable,
supported by substantial evidence and will afford each perso

listed |and named in Exhibit B-3 hereto the opportunity to
recover| or —receive, without unnecessary expense, such
person's just and fair share of the production from Subject
Drilling Unit. The granting of the Application and relief

e
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re sted therein will ensure to the extent possible e
greatest ultimate recovery of Coalbed Methane Gas, prevent gr
assipt in preventing the various types of waste prohibited Ry
stathte and protect or assist in protecting the correlatiipje
rights of all persons in the subject common sources of supF Va
in the Subject Lands. Therefore, the Board is entering
Order granting the relief herein set forth.

i 2 Malling Of Order And Filing Of Affidavit: Applicant or {
Attorney shall|file an affidavit with the Secretary of the Board with
sixty (60) dayg after the date of recording of this Order stating t
a true and corkrect copy of said Order was mailed within seven (7) d
from the date of its receipt by Unit Operator to each Respondent na
in Exhibit B-3 |pooled by this Order and whose address is known.

19. Avalilability of Unit Records: The Director shall prov
all persons not subject to a lease with reasonable access to 4l
records for Sybject Drilling Unit which are submitted by the Uni
Operator to saifd Director and/or his Inspector(s).

20. Conglusion: Therefore, the requested relief and all term
and provisions |[set forth above be and hereby are granted and IT IS
ORDERED.

) A ale: Appeals of this Order are governed by the

provisions of Va.

coure.

22.

Effgctive Date: This Order shall be effective as of the

date of the Boarxd’s approval of this Application, which is set forth
Paragraph 1 abo

10

Code Ann. § 45.1-361.9 which provides that any order
or decision of |the Board may be appealed to the appropriate circuit




DONE AND| EXECUTED this day of " ; by
majority of the Virginia Gas and 0il Board.

Chairman, Bradley C. Lambert

DONE AND [PERFORMED this day of ; . by Or*
of this Board. -

David E. Asbury, Jr.
Principal Executive To The Staff
Virginia Gas and 0il Board

STATE OF VIRGINI
COUNTY OF RUSSEL

Acknowledged on this day of 200D
personally beforgp me a notary public in and for the Commonwealth of
Virginia, appeared Bradley C. Lambert, being duly sworn did depose and
say that he is Chairman of the Virginia Gas and 0il Board, and appeare%

David E. Asbury,| Jr., being duly sworn did depose and say that he i
Principal Executilve to the Staff of the Virginia Gas and 0il Board tha
they executed the| same and were authorized to do so.

Diane J. Davis, Notary
174394

My commission expires: September 30, 2013
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