


































































































Exhibit A-2

All Interest Owners

Tract Current Mineral Owner
Leased/Fee

Yes or No

Current 

Mineral 

Owner 

Interest in 

Tract

Total Acres 

in Unit

Current 

Mineral Owner 

Acres in Unit

Tract 

Participation

Antero 

Working 

Interest

Antero Unit 

Participation

Northwood 

Energy 

Corporation 

Working 

Interest

Northwood 

Energy 

Corporation 

Unit 

Participation

Unleased 

Working 

Interest

Unleased Unit 

Participation
Parcel ID Township Current Mineral Owner Address

1 Siltstone Resources, LLC Yes 100.000% 11.051 11.051 2.416% 100.000% 2.416% 0.000% 0.000% 0.000% 0.000% 37-00617.000 Somerset

600 Jefferson Street

Houston, TX 77002

Attn: Dennis Hung

2 Hothem Family Properties, LP Yes 100.000% 41.276 41.276 9.025% 100.000% 9.025% 0.000% 0.000% 0.000% 0.000% 37-00363.000 Somerset

999 East Lake Drive

Gainesville, GA 30506-1729

Attn: Arden L. Hothem

3a Daniel A. Davies Yes 100.000% 10.935 10.935 2.391% 100.000% 2.391% 0.000% 0.000% 0.000% 0.000% 37-00290.002 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

3b Daniel A. Davies Yes 100.000% 1.583 1.583 0.346% 0.000% 0.000% 100.000% 0.346% 0.000% 0.000% 37-00290.002 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

4a Daniel A. Davies Yes 100.000% 5.397 5.397 1.180% 100.000% 1.180% 0.000% 0.000% 0.000% 0.000% 37-00290.004 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

4b Daniel A. Davies Yes 100.000% 0.947 0.947 0.207% 0.000% 0.000% 100.000% 0.207% 0.000% 0.000% 37-00290.004 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

5a Daniel A. Davies Yes 100.000% 0.425 0.425 0.093% 100.000% 0.093% 0.000% 0.000% 0.000% 0.000% 37-00290.003 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

5b Daniel A. Davies Yes 100.000% 0.259 0.259 0.057% 0.000% 0.000% 100.000% 0.057% 0.000% 0.000% 37-00290.003 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

6 Hothem Family Properties, LP Yes 100.000% 33.546 33.546 7.335% 100.000% 7.335% 0.000% 0.000% 0.000% 0.000% 37-00365.000 Somerset

999 East Lake Drive

Gainesville, GA 30506-1729

Attn: Arden L. Hothem

7a Golden Eagle Resources II, LP Yes 100.000% 4.675 4.675 1.022% 100.000% 1.022% 0.000% 0.000% 0.000% 0.000% 37-00290.001 Somerset

600 Jefferson Street

Houston, TX 77002

Attn: Dennis Hung

7b Golden Eagle Resources II, LP Yes 100.000% 7.184 7.184 1.571% 0.000% 0.000% 100.000% 1.571% 0.000% 0.000% 37-00290.001 Somerset

600 Jefferson Street

Houston, TX 77002

Attn: Dennis Hung

8a William H. McChesney Yes 100.000% 4.649 4.649 1.016% 100.000% 1.016% 0.000% 0.000% 0.000% 0.000% 37-00290.005 Somerset
268 Richland Drive

Avon Lake, OH 44012

8b William H. McChesney Yes 100.000% 7.821 7.821 1.710% 0.000% 0.000% 100.000% 1.710% 0.000% 0.000% 37-00290.005 Somerset
268 Richland Drive

Avon Lake, OH 44012

9a William H. McChesney Yes 100.000% 11.534 11.534 2.522% 100.000% 2.522% 0.000% 0.000% 0.000% 0.000% 37-00290.000 Somerset
268 Richland Drive

Avon Lake, OH 44012

9b William H. McChesney Yes 100.000% 2.205 2.205 0.482% 0.000% 0.000% 100.000% 0.482% 0.000% 0.000% 37-00290.000 Somerset
268 Richland Drive

Avon Lake, OH 44012

10 Shawn H. & Loretta McChesney Yes 66.670% 2.888 0.631% 100.000% 0.631% 0.000% 0.000% 0.000% 0.000% 37-01212.002 Somerset
32880 Webber Road

Avon Lake, OH 44012

10 Flatiron Energy Partners, LLC Yes 4.666% 0.202 0.044% 100.000% 0.044% 0.000% 0.000% 0.000% 0.000% 37-01212.002 Somerset

5646 Milton Street 

Suite 900

Dallas, TX 75206

Attn: Austin Eudaly

10 Cooper Island Investments, LLC Yes 8.333% 0.361 0.079% 100.000% 0.079% 0.000% 0.000% 0.000% 0.000% 37-01212.002 Somerset

5910 N Central Expy

Suite 1350

Dallas, TX 75206

Attn: F. C. Vickers
4.332
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All Interest Owners

10 Highpoint Energy, VI Yes 18.888% 0.818 0.179% 100.000% 0.179% 0.000% 0.000% 0.000% 0.000% 37-01212.002 Somerset

2236 Cahaba Valley Road

Suite 100

Birmingham, AL 35342

Jeffrey D. Brooks

10 Four HC Utica, LLC Yes 1.110% 0.048 0.011% 100.000% 0.011% 0.000% 0.000% 0.000% 0.000% 37-01212.002 Somerset

5910 N Central Expy

Suite 1350

Dallas, TX 75206

Attn: F. C. Vickers

10 Tejas Resources, LLC Yes 0.333% 0.014 0.003% 100.000% 0.003% 0.000% 0.000% 0.000% 0.000% 37-01212.002 Somerset

8351 Deerwood Forest Drive

Fort Worth, TX 76126

Attn: Alan Paschal

11 William H. McChesney Yes 100.000% 17.096 17.096 3.738% 100.000% 3.738% 0.000% 0.000% 0.000% 0.000% 37-00289.000 Somerset
268 Richland Drive

Avon Lake, OH 44012

12 William H. McChesney Yes 100.000% 22.312 22.312 4.878% 100.000% 4.878% 0.000% 0.000% 0.000% 0.000% 37-00289.001 Somerset
268 Richland Drive

Avon Lake, OH 44012

13 Hothem Family Properties, LP Yes 100.000% 88.921 88.921 19.442% 100.000% 19.442% 0.000% 0.000% 0.000% 0.000% 37-00373.000 Somerset

999 East Lake Drive

Gainesville, GA 30506-1729

Attn: Arden L. Hothem

14 Marjorie Schumacher Yes 100.000% 10.440 10.440 2.283% 100.000% 2.283% 0.000% 0.000% 0.000% 0.000% 37-00360.000 Somerset
428 Eastern Avenue

Woodsfield, OH 43793

15 Hothem Family Properties, LP Yes 100.000% 39.424 39.424 8.620% 100.000% 8.620% 0.000% 0.000% 0.000% 0.000% 12-007003.0000 Malaga

999 East Lake Drive

Gainesville, GA 30506-1729

Attn: Arden L. Hothem

16 Leonard A. & Donna J. Williams Yes 100.000% 39.882 39.882 8.720% 100.000% 8.720% 0.000% 0.000% 0.000% 0.000% 12-008004.0000 Malaga
9514 Clover Valley Road

Johnstown, OH 43031

17 Hothem Family Properties, LP Yes 100.000% 55.476 55.476 12.129% 100.000% 12.129% 0.000% 0.000% 0.000% 0.000% 12-008006.0000 Malaga

999 East Lake Drive

Gainesville, GA 30506-1729

Attn: Arden L. Hothem

18 Andrew E. & Rachel D. Miller Yes 10.000% 0.0001 0.00002% 100.000% 0.00002% 0.000% 0.000% 0.000% 0.000% 12-008008.0000 Malaga
34104 Harper Ridge Road

Woodsfield, OH 43793

18 Daniel & Sarah Gingerich Yes 90.000% 0.0009 0.0002% 100.000% 0.0002% 0.000% 0.000% 0.000% 0.000% 12-008008.0000 Malaga
296 Creek Road

Curwentsville, PA 16833

19 Tamasovich Estate Division, LLC Yes 100.000% 33.305 33.305 7.282% 100.000% 7.282% 0.000% 0.000% 0.000% 0.000% 12-008011.0000 Malaga

34630 Harper Ridge Road

Woodsfield, OH 43793

Attn: Theodore J. Tamasovich

20 Tamasovich Estate Division, LLC Yes 100.000% 0.711 0.711 0.155% 100.000% 0.155% 0.000% 0.000% 0.000% 0.000% 12-008013.0000 Malaga

34630 Harper Ridge Road

Woodsfield, OH 43793

Attn: Theodore J. Tamasovich

21 Norris F. Whittaker, Sr. Yes 100.000% 1.984 1.984 0.434% 100.000% 0.434% 0.000% 0.000% 0.000% 0.000% 12-008007.0000 Malaga
34631 Harper Ridge Road

Woodsfield, OH 43793

457.371 457.371 100.000% 95.627% 4.373% 0.000%

100.000%

4.332

0.001
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Unleased Mineral Owners

Tract Current Mineral Owner
Leased/Fee

Yes or No

Current 

Mineral 

Owner 

Interest in 

Tract

Total 

Acres in 

Unit

Current 

Mineral 

Owner 

Acres in 

Unit

Tract 

Participation

Antero 

Working 

Interest

Antero Unit 

Participation

Northwood 

Energy 

Corporation 

Working 

Interest

Northwood 

Energy 

Corporation 

Unit 

Participation

Unleased 

Working 

Interest

Unleased 

Unit 

Participation

Parcel ID Township

Current 

Mineral 

Owner 

Address

No Unleased Owners
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Outstanding Working Interest

Tract Current Mineral Owner
Leased/Fee

Yes or No

Current 

Mineral 

Owner 

Interest in 

Tract

Total Acres 

in Unit

Current 

Mineral 

Owner Acres 

in Unit

Tract 

Participation

Antero 

Working 

Interest

Antero Unit 

Participation

Northwood 

Energy 

Corporation 

Working 

Interest

Northwood 

Energy 

Corporation 

Unit 

Participation

Unleased 

Working 

Interest

Unleased Unit 

Participation
Parcel ID Township Current Mineral Owner Address

3b Daniel A. Davies Yes 100.000% 1.583 1.583 0.346% 0.000% 0.000% 100.000% 0.346% 0.000% 0.000% 37-00290.002 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

4b Daniel A. Davies Yes 100.000% 0.947 0.947 0.207% 0.000% 0.000% 100.000% 0.207% 0.000% 0.000% 37-00290.004 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

5b Daniel A. Davies Yes 100.000% 0.259 0.259 0.057% 0.000% 0.000% 100.000% 0.057% 0.000% 0.000% 37-00290.003 Somerset
1900 Rebel Ridge Road

La Grange, KY 40031

7b Golden Eagle Resources II, LP Yes 100.000% 7.184 7.184 1.571% 0.000% 0.000% 100.000% 1.571% 0.000% 0.000% 37-00290.001 Somerset

600 Jefferson Street

Houston, TX 77002

Attn: Dennis Hung

8b William H. McChesney Yes 100.000% 7.821 7.821 1.710% 0.000% 0.000% 100.000% 1.710% 0.000% 0.000% 37-00290.005 Somerset
268 Richland Drive

Avon Lake, OH 44012

9b William H. McChesney Yes 100.000% 2.205 2.205 0.482% 0.000% 0.000% 100.000% 0.482% 0.000% 0.000% 37-00290.000 Somerset
268 Richland Drive

Avon Lake, OH 44012
19.999 19.999 4.373% 0.000% 4.373% 0.000%

4.373%



Exhibit A-5

Non Conforming Leases

Tract Current Mineral Owner
Leased/Fee

Yes or No

Current 

Mineral Owner 

Interest in 

Tract

Total 

Acres in 

Unit

Current 

Mineral 

Owner 

Acres in 

Unit

Tract 

Participation

Antero 

Working 

Interest

Antero Unit 

Participation

Northwood 

Energy 

Corporation 

Working 

Interest

Northwood 

Energy 

Corporation 

Unit 

Participation

Unleased 

Working 

Interest

Unleased Unit 

Participation
Parcel ID Township Current Mineral Owner Address

1 Siltstone Resources, LLC Yes 100.000% 11.051 11.051 2.416% 100.000% 2.416% 0.000% 0.000% 0.000% 0.000% 37-00617.000 Somerset

600 Jefferson Street

Houston, TX 77002

Attn: Dennis Hung

11.051 11.051 2.416% 2.416% 0.000% 0.000%

2.416%
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Resume of Efforts

Tract Owner Parcel Net Acres

1
Siltstone Resources, LLC

(Non-Conforming Lease)
37-00617.000 11.0510

Date

5/17/2016

5/24/2016

6/2/2016

6/8/2016

6/9/2016

6/21/2016

6/22/2016

7/8/2016

7/15/2016

7/18/2016

9/6/2016

10/17/2016

3b

4b

5b

7b

8b

9b

Northwood Energy Corporation

(outstanding Working Interest)

37-00290.002

37-00290.004

37-00290.003

37-00290.001

37-00290.005

37-00290.000

1.583

0.947

0.259

7.184

7.821

2.205

Date

9/9/2016

10/14/2016

Rick Allen, Turner Oil & Gas, sent e-mail to Jim Denny containing additional information which included, vesting documents, maps with tract locations, and restated the offer being presented by Antero Resources. Mr. Allen also 

extended an invitation to meet in person to further discuss this matter. 

Rick Allen, Turner Oil & Gas, spoke with Jim Denny, Mr. Allen presented a new offer to Mr. Denny for review. Mr. Allen informed Mr. Denny he would be sending new information and would like to possibly meet next week to further 

discuss this matter.

Spencer Booth spoke with Dennis Hung about this issue.  Mr. Hung is going to review with their team, and get back with Spencer shortly.

Phone Number

Comments

941 Chatham Lane Suite 100

 Columbus, Ohio 43221

For the past several months Spencer Booth from Antero has been working with John DiFrangia at Northwood to resolve this issue. Antero feels hopefull a mutually acceptable agreement can be reached between the parties, 

however, at the time of this application the issue remains outstanding.  

Spencer Booth continues to work with Northwood to resolve this issue.

600 Jefferson Street

Houston, TX 77002

Attn: Dennis Hung

Jordan Brandenburg spoke with Dennis Hung about this issue and the team at Siltstone has not made any decisions yet.  Robert Le at Siltstone is also now the new land representative for this issue.

Rick Allen, Turner Oil & Gas, called Jim Denny, Vice President Siltstone. Left a message on cell phone to please return the call so discussions can occur regarding this issue.

Mike Maclay, Turner Oil & Gas, called the Siltstone Resources, Houston office and spoke with Mr. Hung. Mr. Maclay verbally presented the offer from Antero to Mr. Hung. Mr. Hung declined the offer and also stated this is not on 

their radar at this time.

Mike Maclay, Turner Oil & Gas, called Mr. Hung to follow up on the previous offer from Antero Resources. Mr. Hung informed Mr. Maclay they are having their analyst review the documents and once the review is completed he 

would contact Mr. Maclay.

Rick Allen, Turner Oil & Gas, called Jim Denny, Vice President Siltstone. Left a message to please return the call so discussions can occur regarding this issue.

Comments

Mike Maclay, Turner Oil & Gas, drove to the Siltstone Resources Ohio office, left message for Blaine Johnson at the front desk.

Mike Maclay, Turner Oil & Gas, called Blaine Johnson. No answer, left voice message.

Mike Maclay, Turner Oil & Gas, sent e-mail to Blaine Johnson, Siltstone Resources, requesting the information previously requested on 5/17/2016..

Mike Maclay, Turner Oil & Gas, sent e-mail to Blaine Johnson, Siltstone Resources, inquiring about who would be the appropriate person to contact in regards to this issue.
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PREPARED DIRECT TESTIMONY OF JORDAN P. BRANDENBURG

INTRODUCTION.1

Q1. Please introduce yourself to the Division.2

A1. My name is Jordan P. Brandenburg. I am a Senior Landman for Antero Resources3

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

Q2. What is your educational background?5

A2. I received a Bachelor of Arts in Liberal Studies from Oklahoma State University in6

2006.7

Q3. Would you briefly describe your professional experience?8

A3. I began my career in January 2007 as a landman for Chesapeake Energy Corpora-9

tion in Oklahoma City, and I worked both shale and non-shale plays in Oklahoma,10

Kansas and Arkansas. I first started working the Utica Shale in Ohio in 2012 while11

employed with Gulfport Energy Corporation and I joined Antero in June 2014.12

Q4. What do you do as a Senior Staff Landman for Antero?13

A4. As a landman I am responsible for managing field brokers, negotiating lease14

acquisitions, and handling title matters for our operations in the Utica Shale. I have15

also been responsible for overseeing our unitization efforts with regard to the16

Harrison Unit.17

Q5. Are you a member of any professional associations?18

A5. I am a member of the American Association of Professional Landmen and the19

Denver Association of Petroleum Landmen.20

Q6. What is the purpose of your testimony today?21

A6. I am testifying in support of the Application of Antero Resources Corporation for22

Unit Operation (the “Application”), with respect to the Harrison Unit, consisting of23

twenty-one (21) separate tracts of land totaling approximately 457 acres in Monroe24

and Belmont Counties, Ohio. In particular, I will describe the efforts made by25

Antero to put the Harrison Unit together and the Unit Plan that Antero is proposing.26

EFFORTS MADE BY ANTERO TO LEASE UNIT TRACTS.27

Q7. The Application submitted by Antero indicates that it owns the oil and gas28

rights to approximately 436 acres of the proposed Harrison Unit, right?29

A7. Yes. Antero now holds leases for approximately 437 acres, or 95.627% of the unit.30



J. Brandenburg2

That’s reflected on Exhibit A-2 to the Unit Operating Agreement.1

Q8. Would you describe how Antero acquired those rights?2

A8. Antero acquired those rights through a combination of acquiring leases from other3

operators and acquiring leases from unleased landowners within the Harrison Unit.4

Q9. Are there other operators in the Harrison Unit?5

A9. Yes, Northwood Energy Corporation, Inc. holds the working interests in Tracts 3b,6

4b, 5b, 7b, 8b, and 9b, which represent approximately 4.373% of the unit. That’s7

reflected on Exhibit A-2 and Exhibit A-4 of the Unit Operating Agreement.8

Q10. Are there other owners of working interests within the Harrison Unit?9

A10. There are not. Antero has received an assignment of the all of the outstanding10

working interests in Tract 1 as reflected on Exhibit A-2.11

Q11. Is there any unleased acreage in the Harrison Unit?12

A11. No, currently all tracts within the Harrison Unit are subject to oil and gas leases.13

Q12. Do all of the Antero leases conform to the proposed Harrison Unit?14

A12. No. There is a tract (Tract 1) in the Harrison Unit under lease – identified on15

Exhibit A-5 of the Unit Operating Agreement – which lease contains a non-16

conforming pooling provision and covers approximately 11 acres (the “Non-17

Conforming Lease”). This lease contains a pooling provision that allows the18

lessee, i.e. Antero, to voluntarily consolidate the lease’s acreage into units smaller19

than the 457 acres required for Antero to voluntarily form the Harrison Unit or it20

contains no pooling provision at all. This lease, therefore, does not “conform” to21

the Harrison Unit’s proposed acreage if we try to voluntarily create the Harrison22

Unit, and thus Tract 1 needs to be statutorily unitized if we are to effectively and23

efficiently develop the Harrison Unit. The interest of the Non-Conforming Lease24

represents approximately 2.416% of the acreage within the Unit.25

Q13. Have you prepared an affidavit detailing Antero’s efforts to obtain the26

commitment of the uncommitted working interests and modifications of the27

Non-Conforming Lease?28

A13. Yes, an affidavit of Non-Conforming Lease and Non-Consenting Working Interests29

Efforts is attached to the Application as Attachment 2, Exhibit 7 detailing the30

efforts of Antero to obtain voluntary agreements within the Harrison Unit.31



J. Brandenburg3

Q14. Do you have an exhibit in your testimony that shows the uncommitted1

working interests and Non-Conforming Lease within the Harrison Unit?2

A14. The plat in Attachment 2, Exhibit 3 shows the uncommitted working interest in3

green and tracts subject to a Non-Conforming Lease purple.4

Q15. Do you have an aerial plat of the Harrison Unit?5

A15. Yes, I’ve attached one as Attachment 2, Exhibit 4.6

UNIT PLAN PROVISIONS.7

Q16. Would you describe generally the development plan for the Harrison Unit?8

A16. Antero plans to develop the Harrison Unit from two well pads, which are located9

on the southwestern and off the southeastern portions of the Harrison Unit,10

respectively, from which we intend to drill two horizontal wells. The two laterals11

are projected to be 8,682’ and 10,567’ in length, respectively, as shown on12

Attachment 2, Exhibit 3.13

Q17. Does Antero have a specific timeline for drilling the wells in the Harrison14

Unit?15

A17. Antero intends to spud the 2H well of the Harrison Unit in July of 2017 followed16

immediately by the 1H well.17

Q18. Does Antero have any other development activity in the immediate area?18

A18. Yes, Antero has planned development in the area of the Harrison Unit which is19

demonstrated on Attachment 2, Exhibit 6.20

Q19. Are you familiar with the Unit Plan proposed by Antero for the Harrison21

Unit?22

A19. Yes. The Unit Plan proposed by Antero is attached to the Application and consists23

of an initial document that establishes the non-operating relationship between the24

parties in the unit, and an operating agreement and related exhibits that establish25

how the unit is going to be explored, developed and produced.26

Q20. Turning first to the body of the Unit Plan, marked as Attachment 1 to the27

Application. Would you describe briefly what it does?28

A20. Yes. The general intent of the Unit Plan is to effectively combine the oil and gas29

rights and interests in the Harrison Unit in a uniform manner so that they can be30

developed as though each of the tracts were covered by a single lease.31



J. Brandenburg4

Q21. Are all of the oil and gas rights in the proposed unit combined?1

A21. No. The Unit Plan only unitizes the oil and gas rights in and related to the Unitized2

Formation.3

Q22. How would production from the Harrison Unit be allocated?4

A22. On a surface-acreage basis. Under Article 4 of the Unit Plan, every tract is assigned5

a tract participation percentage based on surface acreage, as shown on Exhibit A-26

to the Unit Operating Agreement. Article 5 of the Unit Plan allocates production7

based on that tract participation.8

Q23. Would you go through an example from Exhibit A-2 to the Unit Operating9

Agreement to illustrate what you mean?10

A23. Yes. If you look at Tract 1, parcel number 37-00617.000, on Exhibit A-2 to the11

Unit Operating Agreement, you will see that it has 11.051 acres lying within the12

boundary limits of the Harrison Unit, which is a 457.371 acre production unit.13

Under the Unit Plan, Tract 1 would therefore be allocated 2.416% of the production14

from the Harrison Unit.15

Q24. Is this the way production would be allocated to the tract covered by the Non-16

Conforming Lease?17

A24. Yes.18

Q25. In your experience, is this an unusual way to allocate production in a unit?19

A25. No, this is the customary method for allocating production in a unit.20

Q26. How are unit expenses allocated?21

A26. Like production in the unit, generally on a surface-acreage basis. Article 3 of the22

Unit Plan provides that expenses, unless otherwise allocated in the Unit Operating23

Agreement, will be allocated to each tract of land within the unit in the proportion24

that the surface acres of each tract bears to the surface acres of the entire unit.25

Q27. Who pays the unit expenses?26

A27. According to the terms of the proposed Unit Plan, the working interest owners.27

Q28. Do the royalty owners pay any part of the unit expenses?28

A28. No, unless the terms and conditions of the royalty owner’s oil and gas lease dictate29

otherwise.30

Q29. Let’s turn to the Unit Operating Agreement. It appears to be based upon31
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A.A.P.L. Form 610 – Model Form Operating Agreement, is that correct?1

A29. Yes. We typically use a modified version of the 1989. The Form 610, together2

with its exhibits, is a commonly used form in the industry and is frequently3

modified to fit the needs of the parties and circumstances.4

Q30. Would it be fair to say, then, that you are familiar with the custom and usage5

of the Form 610 and other similar agreements in the industry?6

A30. Yes.7

Q31. Turning to the Unit Operating Agreement in particular, does it address how8

unit expenses are determined and paid?9

A31. Yes. Article III of the Unit Operating Agreement provides that all costs and10

liabilities incurred in operations shall be borne and paid proportionately by the11

working interest owners, according to their Unit Participation percentages. Those12

percentages can be found in Exhibit A-2 to the Unit Operating Agreement.13

Moreover, the Unit Operating Agreement has attached to it an accounting14

procedure identified as Exhibit C that offers greater details regarding how unit15

expenses are determined and paid.16

Q32. That’s commonly referred to as the COPAS?17

A32. Yes, it stands for the Council of Petroleum Accountants Societies, Inc. and is a18

commonly used form in the industry.19

Q33. Based upon your education and professional experience, do you view the terms20

of Exhibit C as reasonable?21

A33. Yes. The terms as presented in Exhibit C are commonly accepted amongst22

operators and clearly set forth definitions, processes, timelines, etc., so that all23

parties can fully understand and agree as to those costs and accounting procedures24

associated with the activity of drilling and producing oil and natural gas wells and25

units.26

Q34. Will there be in-kind contributions made by owners in the unit area for unit27

operations, such as contributions of equipment?28

A34. No.29

Q35. Are there times when a working interest owner in the unit chooses not to – or30

cannot – pay their allocated share of the unit expenses?31
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A35. Yes, such a situation is not uncommon in the industry. The agreements allow1

working interest owners the flexibility to decline to participate in an operation that2

they either cannot afford or believe is not likely to be profitable. The remaining3

parties can then proceed at their own risk and expense.4

Q36. Generally, how is the working interest accounted for when an owner chooses5

not to participate in an operation?6

A36. A working interest owner who cannot or choose not to participate in an operation is7

considered a non-consenting party. If the remaining working interest owners8

decide to proceed with the operation, the consenting parties bear the full cost and9

expense of the operations. A non-consenting party is deemed to have relinquished10

its interest in that operation until the well revenues pay out the costs that would11

have been attributed to that party, plus a prescribed risk penalty or non-consent12

penalty.13

Q37. Can a working interest owner choose to go non-consent in the initial well in14

the Harrison Unit?15

A37. Under the terms of Article VI of the Unit Operating Agreement a party can choose16

not to participate in the unit’s initial well. Article VI provides that such a party17

shall be deemed to have relinquished its working interest to the other parties in the18

unit, with a back-in provision and risk factor of 500%.19

Q38. Does the Unit Operating Agreement treat the initial well and subsequent20

operations differently in terms of going non-consent?21

A38. The initial well and subsequent operations are both subject to a back-provision and22

risk factor of 500%.23

Q39. Where are the risk factors for subsequent operations set out in the Unit24

Operating Agreement?25

A39. They are set out in Article VI.B of the Unit Operating Agreement.26

Q40. Are the percentages included in the Unit Operating Agreement unusual?27

A40. No, not for joint operating agreements used in horizontal drilling programs.28

Because of the significant costs associated with drilling horizontally in the Utica /29

Point Pleasant (see Attachment 2, Exhibit 5 showing an estimate of the cost to30

develop the unit of almost $20,000,000) and because the Utica / Point Pleasant is31
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an unconventional play, it is common for companies to incorporate into their joint1

operating agreements a risk factor that is proportionate to the substantial financial2

commitment, and these percentages are sometimes higher than those contained in3

the Unit Operating Agreement.4

Q41. But if a working interest owner still has a royalty interest in the unit, that5

royalty interest would remain in place and be paid?6

A41. Yes. That royalty interest would still be paid.7

Q42. How are decisions made regarding unit operations?8

A42. Article V of the Unit Operating Agreement designates Antero as the Unit Operator,9

with full operational authority for the supervision and conduct of operations in the10

unit.11

Q43. I believe you’ve already described generally the documents in Exhibits A and12

C to the Unit Operating Agreement. Let’s turn therefore to Exhibit B of the13

Unit Operating Agreement. What is it?14

A43. Exhibit B is a standard oil and gas lease form that is attached to the joint operating15

agreement to govern any unleased interests owned by the parties. Article III.A of16

the Unit Operating Agreement provides that if any party owns or acquires an oil17

and gas interest in the Contract Area, then that interest shall be treated for all18

purposes of the Unit Operating Agreement as if it were covered by the form of19

lease attached as Exhibit “B.”20

Q44. Does this oil and gas lease contain standard provisions that Antero uses in21

connection with its operations in Ohio?22

A44. Yes.23

Q45. Moving on to Exhibit D of the Unit Operating Agreement, would you describe24

what it is?25

A45. Yes, Exhibit D is the insurance exhibit to the joint operating agreement. It sets26

forth coverage amounts and limitations, and the insurance terms for operations27

conducted under the Unit Operating Agreement.28

Q46. Would you next describe to the Division Exhibit E of the Unit Operating29

Agreement?30

A46. Yes. Exhibit E is the Gas Balancing Agreement, which further details the rights31
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and obligations of the parties with respect to marketing and selling any production1

from the Contract Area.2

Q47. In your professional opinion, given your education and experience, are the3

terms of the Unit Plan, including the terms of the exhibits just discussed, just4

and reasonable?5

A47. Yes.6

Q48. Does this conclude your testimony?7

A48. Yes.8
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