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dflie slides in this presentation
WETe prepared as talking points.
& it is possible that key
gSlibstantive elements were

: _'_::"*T delivered orally during
, == Presentation and are not present
| on the slides. Questions
regarding content should be
directed to the author.
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cr EN CIFEERYEEN AR
YA@UNVANT TO DO AND HOW.
= TOGET IT DONE

Lipman Biltekoff & Joy, LLP
333 International Drive Suite B-4
Willramsville, New York 14221

(716) 772-5544

This presentation does not constitute legal advice or a legal opinion on any matter
discussed. This presentation Is for educational purposes only. If you have a
specific legal guestion, please consult with an attorney of your own choice.
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JCg GNP E@IINEACESIBIISIESS
WRNOCESS Predictaniiity
@lifano Gasi Lease
r’rocess

ndowner Coalitions & Industry Negotiations
ESSEEOmpulsery Integration
== Unconventlonal Shale Gas Spacing
e Pjpelines and Infrastructure

—\What, when, where, why & how — Just a Primer
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B CONCLUSIONSs
al_h 'G =

RGeS i INY2 .
B 2a. Negotiable documents
creating lasting

relationships
* 3a. Not Adversarial

* 3b Certain Steps Can
3. Coalitions Improve Attractiveness
to Prospective |Lessee
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A INOTCOENCIVE
119, Creates Options
1c. Promotes Competition
1d. KNOW YOUR RIGHTS

1. Comgulsgey el glifely

2: Unconventional Spacing 2. Hallmark of Flexibility
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‘ 2y [ESSENIalie I\/Iarket
1. PJpeJ IES ——
3 g:‘i. ering lines b, Require space
,jf | nsm|ss|on ¢. Generally do not
= generate revenue
= E?’_i'i—t’ﬂ-ti 2 : :
- d. Line-sharing
* |nterstate Lines Agreements, Third-
Not Covered Today Party Gas

e. PSL 669(3) v. Trunk
Line Exception

- mai

.-I—'i'_
—
m—




Caﬁ'%u Do Business in NY’P

1, 100 -+ e hlstory e 5. Non- Confé“'r'frng Unit
Precess estadlishied oy

g;
N OFEWElls — 14K in |
PIBHUGHIONm s Statute.
ST~ 56 SCI/IECENTYEANS
o 6. Statewide Spacing fior
= Unconventional Shale Units
. J J 585 & Soelution Mining EUTsat oo

[BEWA(ECIE Article 23)

SREVISEd 8/2/05 (1. 2005,
7. Statewide Jurisdiction under

= "‘ 1:-386)
== 5 Modernized Process IglIJEI(e: DMN — Not Home
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= I Added Standardized State-
a. Roads are local matters

\Wide Spacing Unit Concepts :
¢. Automatic Conforming Unit b. Water is separately regulated
c. Disposal subject to SPDES

Permits :
d. Predictable Processes for 8. Process Streamlined but

Non-conforming Units, Subject to Change under
\ariances SGEIS
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IVANEOOHENIE Conveyanceof & Real Property.
r<]jr’ tetRIght torExplore, Drilli & Produce

SWI'[h the Land — Important Legal' Document
'fﬂ Alierms/Clauses are:

'_ '_|_ = r ey

_5 — -rantlng Clause, Term (Primary & Secondary),

== Royalty (Including actual production, shut-in, capable

— ofiproduction, lack of market, etc), Unltlzatlon Reps
& \Warranties, Statutory Compliance with GOL; RP

Acknowledgment for Recording
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iriclucliglef
DagflaelesWeiapiasiipelCaia/mHaolaea ot
C mputatlon of Royaltles Sterage Rignts, Pugh Clauses
"_(_'_ enucalrand nornzontal)

t Ler€onsult with Counsel — Absolute
' Personal Opinion — | Would Seek Counsel

~ CASHISIGNING BONUS ~NOT A LEASE TERM.
COVENANT or CONDITION — NEGOTAIBLE

Persenal Opinion — The 2008 Lease Market was Grossly
Overheated Bubble — Lease prices have fallen, economics
did not support price and will not recur In foreseeable future
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SOALITIONS & INBDUSTRY

Mlyin 4 — IreltigipyAPleesple) Like'Dealing with Coalitions
Fact — gregate eliacreage nisingle transaction desirable

M y"r'ri _- iSetierrdeals in a Coalition

BE=PC 1= \Varket/Geology Determines Price - Coalition or Not
__'_—'r?’-ﬂ_"—_
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I\/Iyth 3 — Strength in #’s so Bigger Is Better/More Powerful

s Fact — Acreage quality and location create value — size does not
matter... EXCEPT bigger = few bidders
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SEY | TEMS FOR COALL,IGN

TO ADDNVALUE™

Consolidaig Aeialefe

eBBI0)/EEopliysicall— Exclude Unproductive Areas

Corrgﬁe Acreage — Ability to Deliver LLeases in 1 Transaction
J Principals 10 |_ease — More Terms Does Not = Better Terms

1

Company: IMust be Able to Operate on Leases

iQ-ease “Beoek” with Coalition Acreage ID, Owner Names/Address,
Regional Map, Run Title if Feasible, Include Offset Acreage If
=easible, Confidential??? Option Period to Negotiate

6.~ Coalition is Substitute for Land Service Companies
7. Best Coalitions Operate like best Land Service Companies




SOVIPUILSORY INTECRATION™

1. Not e Cogigiye Process; Protects Mineral Rights

2 = NOT - 3 Statutory Choices
— (1) lAtegrated Participating Owner; (2) Integratea
‘?;:T:- ~INon-Participating Owner; (3) Royalty Owner; (4)

"
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== \/oluntary Integration Agreement

3. Very Efficient — “Check the Box” Regulation
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SONIEUL SORY INTEGRAINONS

iINEOEPaYS AEE Costs before Drlling— 4as Eull Worklng
IHCTEE (R 0 ) S s o

i PO 1s O)l'and Gas OpErator
amsiEres n all benefitsiand burdens of Industry
1 'rsonal ©pinion: Bad Choice for the Average Owner

e

= __,' PO PaysiAEE Costs + 200% “Penalty” from Production

-——r

'ﬁ‘;’ﬂ?.f?a INEPOrIs O1l and Gas Operator
=" b, Shares in all benefits and burdens of Industry
-2¢. Personal Opinion: It is the Best Alternative to Lease
2d. Personal Opinion: Lease Is better option for landower

3. RO - NoRisk or Liability - Receives 1/8™ Gross Roylaty

3a. Personal Opinion: Warst Option of all — only for the
“unidentifiable owner”
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UINCONVENTIONAL SHALE

- GAS SPACING .

e T

Vertlce srrl CHIOOIL

2. 40 ecy as Ll

0. \/\/et ore HEESS than
460° frop) 9oUglefIsY

_“e ‘Inia Box” Unit

2 Horlzontal shale pools
—a. At least 40 acres
b. 330 setback
c. “Growth” Unit
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WINCONVENTIONAL SHALE
GASISRACING

1. FlorizogEl Bkl e
frorn CorneenPzle
£l Jr |ng
Corfl ent

=— bk ree V/ears
= =C-Units up toi 640
= ACres

~d Inrtial well
centered

e. 330’ sethack
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NES =d,E., INFRASTIRWECTURE™

. Gag Jn grotind 1simost valuable'as a “proved reserve”
\/\/AJJ ltte werViarket=site (1.e., point ofi sale) = distance

J _J,u gsitiiatdisallow flow of gas inhibit production
Y 0 [PENIBI thiat cannot move A property gas across B property cannot

e = eperate

| -r'ir TPSL 66(0)(3) exemption from all but safety regulation for
= gatnering lines

5, Infrastructural demands & Impediments may be most
significant obstacle to full Marcellus and other shale potential
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SPEINNES = I:E., INFRASTRUECTURE™™

iiiEsiricilrall SUggestions
2, Modiiy PSE66(c))(8) & Eclicda =it [iflas
SRRIENCOLICOE COIMpPanY Covperation Via linesnamng

SIDISCOlIrage Ieases prohibiting gas transmission
RRCCTOSS properties or multi-line ROWS

- r FS|ze vitnk lines and gathering systems to support

_ —lllFdevelopment
== Create the environment of cooperation
' 1. After Competition for Leases Ends

A Welll Concelved and Constructed Infrastructure
Starts New York on the Road to Energy and
Greenhouse Gas Emission Freedom




