Partnership and Leasing Procedure

From Larry:

Here's the procedure for enabling the leasing to proceed. With your permission I'll call the partnership Merryall Manse Minerals.

1. Create the limited partnership Merryall Manse Minerals, with Merryall Manse, Inc. as the sole partner and sets up a bank account (approximately $400).

2. Merryall Manse, Inc, sells to Merryall Manse Minerals the minimal part of the mineral rights (gas in the Marcellus Shale only) that enables the lease.

3. Merryall Manse, Inc. will pay 2% transfer tax to PA. This will be around $6,000 if we sell at $3,500/acre (the current offer), but if it's deemed that market value is more, it could be as much as $10,000. These monies, and payment of other lease-related expenses will come from the lease bonus.

4. Merryall Manse, Inc. completely finances the transaction so Merryall Manse Minerals doesn't have to come up with cash; i.e. a “loan” to the partnership.

5. Merryall Manse Minerals then negotiates the lease for as much as it can get – $3,500/acre is offered, $5,000/acre is target.

6. Upon the acceptance of the lease, Merryall Manse Minerals receives a bank draft that is held for about a month while the gas company verifies that Merryall Manse Minerals indeed owns title to the gas rights.

7. When the bank draft becomes valid, Merryall Manse Minerals receives the cash.

8. Merryall Manse Minerals pays Merryall Manse, Inc. the full amount of the “loan”.

9. We anticipate that the lease amount will exceed the loan amount. Merryall Manse Minerals pays the remainder of the bonus to Merryall Manse, Inc. minus expenses (fees for lawyers negotiators, accountants, transfer taxes, whatever).

The result is that Merryall Manse, Inc. receives the amount of the bonus money in its "restricted" account. Merryall Manse Minerals is emptied of cash and awaits royalties, if ever they come.

