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PREPARED DIRECT TESTIMONY OF SPENCER BOOTH

INTRODUCTION.1

Q1. Please introduce yourself to the Division.2

A1. My name is Spencer Booth. I am a Senior Staff Landman for Antero Resources3

Corporation (“Antero”) and am based in its Denver, Colorado office.4

Q2. What is your educational background?5

A2. I graduated from the University of Oklahoma in 2007 with a Bachelor’s degree6

from the College of Business in Energy Management, and a minor in Finance.7

Q3. Would you briefly describe your professional experience?8

A3. From August of 2007 to April of 2012, I worked as a Land Negotiator for Encana9

Oil and Gas (USA) Inc. in Denver, Colorado, in the Paradox, Piceance and Denver10

Julesburg Basins. In April of 2012 I joined Antero Resources Corporation and be-11

gan working its Marcellus Shale asset in West Virginia through November of 2015,12

and was then reassigned to work Antero’s Utica Shale asset in Ohio.13

Q4. What do you do as a Senior Staff Landman for Antero?14

A4. As a Senior Staff Landman I am responsible for the development, supervision,15

negotiation, drafting, and management of our field brokers, lease acquisitions, title16

and curative matters, trade agreements, joint ventures, purchase and sale17

agreements, joint operating agreements and other binding agreements pertaining to18

Antero’s Utica Shale asset. I am also responsible for overseeing our unitization19

efforts, specifically those with regard to the subject unit.20

Q5. Are you a member of any professional associations?21

A5. I am a member of the American Association of Professional Landmen and the22

Denver Association of Petroleum Landmen.23

Q6. What is the purpose of your testimony today?24

A6. I am testifying in support of the Application of Antero Resources Corporation for25

Unit Operation (the “Application”), with respect to the McChesney Unit,26

consisting of twenty-five (25) separate tracts of land totaling approximately 45527

acres in Monroe and Belmont Counties, Ohio. In particular, I will describe the28

efforts made by Antero to put the McChesney Unit together and the Unit Plan that29

Antero is proposing.30



S. Booth2

EFFORTS MADE BY ANTERO TO LEASE UNIT TRACTS.1

Q7. The Application submitted by Antero indicates that it owns the oil and gas2

rights to approximately 451 acres of the proposed McChesney Unit, right?3

A7. Yes. Antero now holds leases for approximately 451 acres, or 99.206% of the unit.4

That’s reflected on Exhibit A-2 to the Unit Operating Agreement.5

Q8. Would you describe how Antero acquired those rights?6

A8. Antero acquired those rights through a combination of acquiring leases from other7

operators and acquiring leases from unleased landowners within the McChesney8

Unit.9

Q9. Are there other operators in the McChesney Unit?10

A9. No. There are no other operators holding interests in the McChesney Unit.11

Q10. Are there other owners of working interests within the McChesney Unit?12

A10. Yes, there several individuals owning portions of the working interest of Tract 3.13

These interests amount to a total of approximately 0.794% of the working interest14

in the McChesney Unit and remain uncommitted. Antero controls the balance of15

the working interest in Tract 3. All of the uncommitted working interests are16

reflected on Exhibit A-4 of the Unit Operating Agreement.17

Q11. Is there any unleased acreage in the McChesney Unit?18

A11. No, currently all tracts within the McChesney Unit are subject to oil and gas leases.19

Q12. Do all of the Antero leases conform to the proposed McChesney Unit?20

A12. No. There are several tracts in the McChesney Unit under lease – identified on21

Exhibit A-5 of the Unit Operating Agreement – with leases containing non-22

conforming pooling provisions and having an aggregate acreage of approximately23

56 acres (the “Non-Conforming Leases”). Those leases contain pooling provisions24

that allow the lessee, i.e. Antero, to voluntarily consolidate the lease’s acreage into25

units smaller than the 455 acres required for Antero to voluntarily form the26

McChesney Unit or they contain no pooling provision at all. These leases27

therefore, don’t “conform” to the McChesney Unit’s proposed acreage if we try to28

voluntarily create the McChesney Unit, and thus those tracts need to be statutorily29

unitized if we are to effectively and efficiently develop the McChesney Unit. The30

interests of the Non-Conforming Leases represent approximately 10.454% of the31
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acreage within the Unit.1

Q13. Have you prepared an affidavit detailing Antero’s efforts to obtain the2

commitment of the uncommitted working interests and modifications of the3

Non-Conforming Leases?4

A13. Yes, an affidavit of Non-Conforming Lease and Non-Consenting Working Interests5

Efforts is attached to the Application as Attachment 2 Exhibit 7 detailing the efforts6

of Antero to obtain voluntary agreements within the McChesney Unit.7

Q14. Do you have an exhibit in your testimony that shows the uncommitted8

working interests and Non-Conforming Lease within the McChesney Unit?9

A14. The plat in Attachment 2 Exhibit 3 shows the Non-Conforming Leases in purple.10

Tract 3, which is shown in green and purple cross hatching, is subject to a Non-11

Conforming Lease and is also held by an uncommitted working interest owner.12

Q15. Do you have an aerial plat of the McChesney Unit?13

A15. Yes, I’ve attached one as Attachment 2, Exhibit 4.14

Q16. It appears that Tract 6b is not inside the McChesney Unit. Why then is it15

listed on the Unit Operating Agreement Exhibits A-1 and A-2 and shown on16

the maps attached to the Application?17

A16. Tract Nos. 6a and 6b are portions of a single Permanent Parcel number being 37-18

00647.000. Transactions in the title history associated with the eastern and western19

portions of the parcel are such that the owners of those portions of the parcel are20

different parties. The minerals underlying the eastern portion (6a), which is inside21

the unit, is owned by LL&B Headwater I, LP and LL&B Headwater II, LP;22

whereas, the western portion (6b), outside the boundaries of the McChesney Unit,23

is owned by Patrick A. McCort, Jr. Tract 6b is listed on the exhibits to this24

Application and the Unit Operating Agreement to clearly delineate and eliminate25

any doubt that the portion of Parcel 37-00647.000 held by Mr. McCort, Jr., is not26

included within the McChesney Unit.27

UNIT PLAN PROVISIONS.28

Q17. Would you describe generally the development plan for the McChesney Unit?29

A17. Antero plans to develop the McChesney Unit from a single well pad, which is30

located in the southern portion of the McChesney Unit, from which we intend to31
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drill two horizontal wells. The two laterals are projected to be approximately 9,883’1

and 9,281’ in length, respectively, as shown on Attachment 2, Exhibit 3.2

Q18. Does Antero have a specific timeline for drilling the wells in the McChesney3

Unit?4

A18. Antero intends to spud the 1H well of the McChesney Unit in May of 20175

followed immediately by the 2H well.6

Q19. Does Antero have any other development activity in the immediate area?7

A19. Yes, Antero has planned development in the area of the McChesney Unit which is8

demonstrated on Attachment 2, Exhibit 6.9

Q20. Are you familiar with the Unit Plan proposed by Antero for the McChesney10

Unit?11

A20. Yes. The Unit Plan proposed by Antero is attached to the Application and consists12

of an initial document that establishes the non-operating relationship between the13

parties in the unit, and an operating agreement and related exhibits that establish14

how the unit is going to be explored, developed and produced.15

Q21. Turning first to the body of the Unit Plan, marked as Attachment 1 to the16

Application. Would you describe briefly what it does?17

A21. Yes. The general intent of the Unit Plan is to effectively combine the oil and gas18

rights and interests in the McChesney Unit in a uniform manner so that they can be19

developed as though each of the tracts were covered by a single lease.20

Q22. Are all of the oil and gas rights in the proposed unit combined?21

A22. No. The Unit Plan only unitizes the oil and gas rights in and related to the Unitized22

Formation.23

Q23. How would production from the McChesney Unit be allocated?24

A23. On a surface-acreage basis. Under Article 4 of the Unit Plan, every tract is assigned25

a tract participation percentage based on surface acreage, as shown on Exhibit A-226

to the Unit Operating Agreement. Article 5 of the Unit Plan allocates production27

based on that tract participation.28

Q24. Would you go through an example from Exhibit A-2 to the Unit Operating29

Agreement to illustrate what you mean?30

A24. Yes. If you look at Tract 1, parcel number 37-00584.000, on Exhibit A-2 to the31
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Unit Operating Agreement, you will see that it has 3.005 acres lying within the1

boundary limits of the McChesney Unit, which is a 455.047 acre production unit.2

Under the Unit Plan, Tract 1 would therefore be allocated 0.660% of the production3

from the McChesney Unit.4

Q25. Is this the way production would be allocated to the tracts covered by the Non-5

Conforming Lease?6

A25. Yes.7

Q26. In your experience, is this an unusual way to allocate production in a unit?8

A26. No, this is the customary method for allocating production in a unit.9

Q27. How are unit expenses allocated?10

A27. Like production in the unit, generally on a surface-acreage basis. Article 3 of the11

Unit Plan provides that expenses, unless otherwise allocated in the Unit Operating12

Agreement, will be allocated to each tract of land within the unit in the proportion13

that the surface acres of each tract bears to the surface acres of the entire unit.14

Q28. Who pays the unit expenses?15

A28. According to the terms of the proposed Unit Plan, the working interest owners.16

Q29. Do the royalty owners pay any part of the unit expenses?17

A29. No, unless the terms and conditions of the royalty owner’s oil and gas lease dictate18

otherwise.19

Q30. Let’s turn to the Unit Operating Agreement. It appears to be based upon20

A.A.P.L. Form 610 – Model Form Operating Agreement, is that correct?21

A30. Yes. We typically use a modified version of the 1989. The Form 610, together22

with its exhibits, is a commonly used form in the industry and is frequently23

modified to fit the needs of the parties and circumstances.24

Q31. Would it be fair to say, then, that you are familiar with the custom and usage25

of the Form 610 and other similar agreements in the industry?26

A31. Yes.27

Q32. Turning to the Unit Operating Agreement in particular, does it address how28

unit expenses are determined and paid?29

A32. Yes. Article III of the Unit Operating Agreement provides that all costs and30

liabilities incurred in operations shall be borne and paid proportionately by the31
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working interest owners, according to their Unit Participation percentages. Those1

percentages can be found in Exhibit A-2 to the Unit Operating Agreement.2

Moreover, the Unit Operating Agreement has attached to it an accounting3

procedure identified as Exhibit C that offers greater details regarding how unit4

expenses are determined and paid.5

Q33. That’s commonly referred to as the COPAS?6

A33. Yes, it stands for the Council of Petroleum Accountants Societies, Inc. and is a7

commonly used form in the industry.8

Q34. Based upon your education and professional experience, do you view the terms9

of Exhibit C as reasonable?10

A34. Yes. The terms as presented in Exhibit C are commonly accepted amongst11

operators and clearly set forth definitions, processes, timelines, etc., so that all12

parties can fully understand and agree as to those costs and accounting procedures13

associated with the activity of drilling and producing oil and natural gas wells and14

units.15

Q35. Will there be in-kind contributions made by owners in the unit area for unit16

operations, such as contributions of equipment?17

A35. No.18

Q36. Are there times when a working interest owner in the unit chooses not to – or19

cannot – pay their allocated share of the unit expenses?20

A36. Yes, such a situation is not uncommon in the industry. The agreements allow21

working interest owners the flexibility to decline to participate in an operation that22

they either cannot afford or believe is not likely to be profitable. The remaining23

parties can then proceed at their own risk and expense.24

Q37. Generally, how is the working interest accounted for when an owner chooses25

not participate in an operation?26

A37. A working interest owner who cannot or choose not to participate in an operation is27

considered a non-consenting party. If the remaining working interest owners28

decide to proceed with the operation, the consenting parties bear the full cost and29

expense of the operations. A non-consenting party is deemed to have relinquished30

its interest in that operation until the well revenues pay out the costs that would31
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have been attributed to that party, plus a prescribed risk penalty or non-consent1

penalty.2

Q38. Can a working interest owner choose to go non-consent in the initial well in3

the McChesney Unit?4

A38. Under the terms of Article VI of the Unit Operating Agreement a party can choose5

not to participate in the unit’s initial well. Article VI provides that such a party6

shall be deemed to have relinquished its working interest to the other parties in the7

unit, with a back-in provision and risk factor of 500%.8

Q39. Does the Unit Operating Agreement treat the initial well and subsequent9

operations differently in terms of going non-consent?10

A39. The initial well and subsequent operations are both subject to a back-provision and11

risk factor of 500%.12

Q40. Where are the risk factors for subsequent operations set out in the Unit13

Operating Agreement?14

A40. They are set out in Article VI.B of the Unit Operating Agreement.15

Q41. Are the percentages included in the Unit Operating Agreement unusual?16

A41. No, not for joint operating agreements used in horizontal drilling programs.17

Because of the significant costs associated with drilling horizontally in the Utica /18

Point Pleasant (see Attachment 2, Exhibit 5 showing an estimate of the cost to19

develop the unit of over $21,000,000) and because the Utica / Point Pleasant is an20

unconventional play, it is common for companies to incorporate into their joint21

operating agreements a risk factor that is proportionate to the substantial financial22

commitment, and these percentages are sometimes higher than those contained in23

the Unit Operating Agreement.24

Q42. But if a working interest owner still has a royalty interest in the unit, that25

royalty interest would remain in place and be paid?26

A42. Yes. That royalty interest would still be paid.27

Q43. How are decisions made regarding unit operations?28

A43. Article V of the Unit Operating Agreement designates Antero as the Unit Operator,29

with full operational authority for the supervision and conduct of operations in the30

unit.31
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Q44. I believe you’ve already described generally the documents in Exhibits A and1

C to the Unit Operating Agreement. Let’s turn therefore to Exhibit B of the2

Unit Operating Agreement. What is it?3

A44. Exhibit B is a standard oil and gas lease form that is attached to the joint operating4

agreement to govern any unleased interests owned by the parties. Article III.A of5

the Unit Operating Agreement provides that if any party owns or acquires an oil6

and gas interest in the Contract Area, then that interest shall be treated for all7

purposes of the Unit Operating Agreement as if it were covered by the form of8

lease attached as Exhibit “B.”9

Q45. Does this oil and gas lease contain standard provisions that Antero uses in10

connection with its operations in Ohio?11

A45. Yes.12

Q46. Moving on to Exhibit D of the Unit Operating Agreement, would you describe13

what it is?14

A46. Yes, Exhibit D is the insurance exhibit to the joint operating agreement. It sets15

forth coverage amounts and limitations, and the insurance terms for operations16

conducted under the Unit Operating Agreement.17

Q47. Would you next describe to the Division Exhibit E of the Unit Operating18

Agreement?19

A47. Yes. Exhibit E is the Gas Balancing Agreement, which further details the rights20

and obligations of the parties with respect to marketing and selling any production21

from the Contract Area.22

Q48. In your professional opinion, given your education and experience, are the23

terms of the Unit Plan, including the terms of the exhibits just discussed, just24

and reasonable?25

A48. Yes.26

Q49. Does this conclude your testimony?27

A49. Yes.28

9/16/2016 25452498 V.2
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