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APPLICANT 
AGREEMENT 

APPLICANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

22 

STATE OF TEXAS 
TAX I .D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M-
10611.6 

For GLO Use Only 

JANUARY 17, 2006 

MINERAL LEASE BID APPLICATION 

I agree, if awarded a lease on the referenced tract, to comply with all terms 
and conditions of said lease and with all applicable laws that so govern said 
lease, and as those laws may be amended. 

Name: Forest Oil Corporation 

Address : 707 171
h Street Suite 3600 

City: Denver State: CO Zip: 80202 
(Include +4 Code) 

Telephone: (303)812-1400 

County(ies): Reeves Survey/Area : G. A. Franklin 
(If Applicable) 

Block[[sp.: Section[[ract: 71 Acres: 567.00 
(If Applicable) 

(A) Bonus Amount ($) 1.052.919.00 

One Million Fittv Two Thousand Nine Hundred Nineteen Dollars 
(type/print above) 

(B) Sales Fee Amount ($) 15.793.79 

Fifteen Thousand Seven Hundred Ninety Three & 79/100 Dollars 
(type/print above) 

This Sales Fee is 1112% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT NAME 

Garth Berkeland 
(type/pnnt name) 

BONUS AMOUNT ONLY (A) 
(Do NQ.t include sales fee) 
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FORES T OIL C ORPORATIO N 
.. 

REF!iiRENCE '''=IN.'{().ICE PATE INVOICE (110, JNVOICE AMT, PRIOR PAVf.4ENT 

060 1 -AP-20 1 01 / 10/ 06 MGL. N0.22 1052919.00 0 . 00 

VENDOR CHECK DATE 

• 12068 1 COMMISSIONER OF THE GENERAL 01 / 11 / 06 

000007 069660 

C hec k No 488637 
DIS COUNT AMOUI\IT PAID 

1052919.00 
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FOREST O I L C ORPORAT I ON 
.. ·:;: RE.F.'ERENCt tNVOJ.CE DATE INVOICE NO• INVOICE AMT. PRIOR PAYMENT 

06'01-AP-201 0 1 /10/06 MGL.N0.22A 15793 . 79 0.00 
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• 120681 COMMISSIONER OF THE GENERAL 01 / 11 /06 

000008 089861 

C hec k No 488638 
DlSCOVNT AMOUNT PAID 
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Luse Form 
Re• isrd I 0199 

ur>t ) t d chool Land 

%Justin, Z!rexa.s 

O IL AND GA LEA E 
:-:o. ;\1· 106116 

W II ER EA . pur.;U:lnt to the Texas 'atural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and II, (said Code bcong hereonafter referred to as N R C.), and subJect to all 
rules and regulations promulgated by the Conunissioncr of the General I and omce andlor the School Land Board pursU:lnt thereto, and all other applicable statutes and amendments to said 
N.R C., the following area. to-wit: 

ECT IO 71, G . A. FRANKLI N SURVEY, R EEVES C OU TV, TEXAS, CO 'TA l lNG APPROX I~ IATELY 567 AC RES, A HOW ON T il E OFFIC IAL ~lAP OF REEVE 
CO U TV, T EXA NOW 0 FILE IN T HE TEXA GE EIUL L;\ D O FFIC E, AUST IN, TEXA , 

was, after bcong duly advenosed, offered for lease on the 17" day of J anu>r), 2006, at 10:00 o'clock a rn. by the Commissioner of the General Land Omce o f the State o fTeus and the School 
Land Board of the State ofTe<as. for the sole and only purpose of prospecting and drilling for. and producong ool and. or gas tlut may be found and produced nom the abo•c descn'bcd area; and 

W II ER EA , after all bids and renuttances "hrch "ere recel\ed up to saod ume ha•·e been duly consrdered by the Coll'llliss10ner of the General Land Omce and the School Land Board at a 
regular meetmg thereof in the General Land Omce, on the 17'" tla) of Januaf') , 2006, hereonafter the "effectl\e date" and tt \\35 found and deternuncd tlut FO REST O IL CORI' ORATIO:\ 
\\hose address is 707 17TH T R EET, ITE 3600, DENVER, O LO IUDO 80202 had offered the hrghest and best brd for a lease of the area above descnbed and rs, therefore. entitled to 
reccl\ e a lease thereon: 

OW, Ti l EltEFORE, I , JeiT)' E. Patterson, Commissioner of the General Land o mce of tire State o f Te<as, hereinafter sometimes referred to as "Lessor," whose address os Austin, Texas, by 
,;nue of the authority vested in me and in consrdcration of the payment by the hereinafter desrgnated Lessee, the swn of One Million Fift)-T"o T housand Nine II undred lneteen and 001100 
Oollar; (S 1,052,919.00), receipt of \\ hich is hereby acknowledged and o f the royalties, covenants, stipulations and conditions contained and hereby agreed to be pard. observed and perfonncd by 
Lessee, do hereby demise. grant. lease and le t unto the abo' e mentioned brdder the exclusrve right to prospect for, produce and tal..e or I and/or gas from the aforesaid area upon the followrng 
temlS and conditions, tO-\\ II' 

I. R E ER \'A T ION. There is hereby excepted and reserved to Lessor the full use of the propeny co,ered hereby and all nghts "rth rc pectto the surface and subsurface thereof for any and 
oil purposes e•ccpt those granted and to the e\lcnt herem granted to Lessee, together .,.;th the nght5 of ongress and egress and usc of sard lands by Lessor and n.s nuncrallcssees, for purposes of 
explonng for and producing the nunerals \\htch are not co• cred, or" hoch nu} not be co•ered 111 ~le future. w1der the tern~:> of tins lease. but "hoch may be located" nhrn the surface boWld.anes 
of the leased a reo. All of the rights rn and to the leased premrses retarned b) Lessor and all of the nght5 111 and to the leased premises granted to lessee herem sholl be e\crcosed rn such a manner 
that neuher shall unduly interfere wuh the operations of the other 

2. TER~l · Subject to the other pro•'ISions hereof. thrs lease shall be for a tenn of r;,., (5) )tars from the effective date hercof(hercrn called "pnnury tcnn") and as long thereafter as oil or 
gas rs produced rn paying qU:lnloues from sard area 

3. OELA Y ltENTALS. If no wellrs conunenced on the land hereb} leased on or before the anni\'ersary dare of this lease, this lease shallternunatc as to both panre> Wlless the Lessee on or 
before sard date shall pay or tender to the Comnussroner of the General Land Oftice of the State ofTe<as at Austin. Te<as. the amowu specrfied rn the follo"rng schedule muluplied by the 
number of acres 111 the prenuses, \\Inch shall operate as a rental and cover the pmilege ofdefcmng the eonuncnccment of a \\ell for n• ehe ( 12) months from saod date In hke manner and upon 
payments or tenders of amounts se t out m the followrng schedule. the conunencement of a "ell may be fun hcr deferred for a lo~e period of the same nwnber of montlos. 

Annh•cr;;arv Dare Delay Rental ocr Acre 
First S 5.00 
Second S 5.00 
Third S25.00 
Founh S25.00 

~. l>lt OO CTION ROYAL T IE SubJect to the promoons for ro}alt} rcdU<.tions set out on subparagraph (E) of this paragraph 4, upon proJU<.uon oforl •nd.or ~""· ~lC Lessee agrees 10 pay 
or cause to be paid to the C01mussioner of the General Land Oftice rn Auston. Tuas, for the use and benefit of the State ofTe <as. during the tcnn hereof 

(;\ ) O IL. As a ro)-alty on oil, "hich is defoned as rncludmg all h}drocarbons produced rna hqurd tonn at the mouth of the \\CII and al>o all condensate. dt>ullate. and other hqwd 
hydrocarbons reco•·ered from orl or gas run through a separator or other eqwpmen~ as hereonaftcr pro•ided, 1/4 pan of the gross production or the marl..et •-aluc thereof. at the opuon of the 
Lessor, such •-alue to be detennined by I) the highes t posted price, plus prenuwn if any. offered or paid for o rl , condensate, dis tillate. or other hqwd hydrocarbons, respectl\'ely, of a like type and 
gra \ity in the general area \\ here produced and when run. or 2) the highest market price thereof offered or paid in the general area "here produced and \\hen run, or 3) the gross proceeds of the 
sale thereof. whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased os sold, used or processed in a plan~ u " rll he run free of cost to Lessor t11rough an 
adequate oil and gas separator o f conventional type or other equipment at leas t as efticient to ~le end that a Ill iquid hydrocarbons recoverable from the gas by such means will he recovered. Upon 
written consent of Lessor, tl1c requirement lhal such gas be run ~trough such a separator or o~ter equipmemmay be waived upon such lcnns and condilrons as prescnbcd by I cssor. 

(U) NON-PROCES ED GAS: As a royalty on any gas (includrng nared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagrnph (A) above. 
produced from any well on said land (except as pro•ided herein with respect to gas processed in a plant for the « traction of gasoline, liqwd hydrocarbons or other products) If~ pan of the gross 
product ion or the market value thereof, at the option of the Lessor, such \'lllue to be based on the highest market price paid or offered for gas of co111>arable quahty rn the general area "here 
produced and when run, or the gross pnce paid or offered to the producer, "hichever is greater provrded that the maximum pressure base rn measunng the gas under thos lease contract shall not at 
any lime exceed 14.65 poWlds per square inch absolute, and the sundard base tc~rature shall be srxty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specrfic grn\oity according to test made by the Balance Mctlrod or by the most approved method of testing being used by the industry at the ume of tesnng 



(C) I'ROCES ED GA : As a royalty on any gas processed in a gasoline plant or o ther plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 pan of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the oplion of the Lessor. All royalties due herein shall be based on one hundred percent ( I 00%) oft he total plant production of residue 
gas attn'butable to gas produced from this lease, and on fifty percent (50'/o) or that percent accruing to Lessee, "hichever is the greater, of the to tal plant production of liquid hydrocarbons, 
anributable 10 the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
imerest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50'/o) or the highest percent accruing to a third pany processing gas through such plant under a processing 
agreement negotiated atamlS' length (or if there is no such third pany, the highes t percent then being specified in processing agreements or contracts in the industry). whiche,•er is the greater. The 
respective royalues on residue gas and on liquid hydrocarbons shall be detemtined by I) the highest market pnce paid or offered for any gas (or liquid hydrocarbons) o f comparable qUJiity in the 
general a rea or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respecth·e grades of liquid hydrocarbons), whichever is the greater. In no 
even~ howe\·er, shall the royalties payable wtder this paragraph be less than the royalties which would have been due had the gas not been processed. 

(0 ) OTHER PRO DUCTS: As a royalty on carbon black, sulphur or an)' other products produced or manufactured from gas (excepting liquid hydrocarbons) " hethcr said gas be 
"casinghead," "dry" or any other gas, by fractionating, bunting or any o ther processmg. II~ pan of gross production o f such products, or the market value thereof, at the opuon of Lessor. such 
market value 10 be deterntmed as follows: 

( I) On the basis o f the highest market price of each produc~ during the same month in which such productts produced. or 
(2) On the basos o f the avernge gross sale price of each product for the same month m which such products are produced; whiche,er is the greater. 

(E) V,\RIAllLE ROYAL T V: (i) Subjec t to the o ther pro,i sions of this lease. it is hereby pro,idcd that on the C\Cnt production in pa)mg quantities is established pursuant to the tenns of 
this lease and such production is brought on line and sales thereof are commenced within eighteen ( 18) mo nths o f the effecth-c date hereof, the royalty rate pro,·tded hereon shall be reduced to 
20',,, and shall apply 10 each subsequent well drilled and produced on the land CO\'cred by this lease. Provided thai, if during such eighteen (18) month tern• during which Lessee 1113Y earn a 
reduced royally rate o f 20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may rcceh·c a three (3) momh 
extension of lite tcnn in whoch to earn a reduced royalty rnte by giving notice to the Commissioner of lite Genernl Land Office, commencing drilling operntions on an additional well prior to the 
expirntion o f such three (3) month period and prosecuting dil igently and in good faith the drilling of such additional well and completing same so that production in payinll quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the temlS of this lease and such produc tion is brought on line and sales thereof arc commenced after the expirntion 
of eighteen ( 18) months from the effective date hereof but prior to lite expiration oftwenty-four (24) momhs from the effective date hereof, the royally rnte provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) momh tentt during which Lessee may cam a reduced 
royalty rntc o f 22.5% as herein provided, Lessee should drill in good fai llt and complete lite first well as a dry hole on the land covered by this lease, Lessee m1y receive n ll~rce (3) month 
extension of the tern• in which 10 cam a reduced royalty rnte by giving notice to the Commissioner of lite Gencrnl Land Office, commencing drilling operntions on an additional well prior to the 
expirnt ion of such three (3) month period and prosecuting diligently and in good faith lite dri ll ing of s uch additional well and completing same so that production in paying quantities is established 
and so tha t such production is brought online and sales thereof are commenced prior 10 lite cxpirntion of such three (3) month extension period. 

(F) NO DED UCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost o f producing, trnnsponing, and otherwise making the o il , 
gas and other products produced hereunder ready for sale or use. 

(G) ROYAL TV IN KIND: Notwithstanding anything contained herein 10 the contrary, Lessor may, at its option, upon not less U1an 60 days notice 10 Lessee. require at any time or from 
time 10 time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, ~ toring, separnting, treating, 
dchydrn ting, compressing, processing, tnmspon ing and otherwis< making the oil, gas and o ther products produced hereunder ready for sale or usc. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. 

(H) PLANT FUEL A ' D RECYCLE D GAS: No royalty shall be payable on any gas as may represent this lease's proporrionate share of any fue l used to process gas produced hereunder 
in any processing pl:mL Notw ithstanding anytlting contained herein to the contrary, and subject to the consent in writing o f the Commissioner of the Gcnernl Land Office, Lessee may recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas ha,·e been renlO\'ed. and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royally pro•i sions .of litis lease. 

(I) 1111 ' 11\IU!\1 ROYALTY: During any year after the expirntion o f the primary tc rnt of Ut is lease, if this lease is maintained by production, the royalties paid to Lessor in no e'cnt shall be 
less than an anlOunt equal to $5,00 per acre: o thenvise, there shall be due and payable on or before the last day of the n10nth succeeding the anniversary date of this lease a sunt equal to SS.OO per 
acre less the an10um of royalt ies paid during the preceding year. 

(J) i\IARGINA L PRO OUCTIOo ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rnte set out in this paragraph and/or the minimum 
royalty set out in subparngrnph 4 ( I) to e<tcnd the economic life of Utis lease and encourage rcco,ery of oil or gas that might othenvisc remain unrcco,·cred. Any such royalty reduction must 
confonn to the requirements of any School Land Board administrative rules on th is subject. Royalty may not be reduced below the applicable statutory minimun~ 

5. ROYAL TV PA Y!IIENTS AND R EPORTS: All royalties not taken in kind shall be paid to the Commissioner of the Genernl Land O ffice at Austin. Texas, in the following manner: 
l'a) ment of royalty on production of oil and gas sha ll be as provided in the rules set fonh in Ute Texas Register. Rules currently provide that royalty on oil is due and must be rccetvcd in the 

General Land O fiice on or before the 5th day of the second n10nth succeeding Ute n10111h of production, and royalty on gas is due and must be received in the General Land Office on or before Ute 
15th day of the second nlOnth succeeding Ute month of production, accompanied by lloe affidavit of the owner, nunager or o ther authorized agen~ completed in the fonn and manner prescribed by 
the General Land Office and showing the gross an10un1 and dispos ition of all o il and gas produced and Ute nl.1rket value of the oil and gas, together with a copy of all documents. records or rcpons 
confirnting the gross production, dispos ition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or men10randa of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas s tOrnge, and any other rcpons or records which the Gencrnl Land Office may require to verify the gross production, disposition and market value. In 
all cases the authority of a nunager or a gem to ac t for the Lessee herein must be fil ed in Ute Gcnernl Land Office. Each royalty payment shall be accompanied by a check stub, schedule, sununary 
or o lltcr remittance advice sho wing by the assigned General Land Office lease number the amount of royally being paid on each lease. If Lessee pays his royally on or before thirty (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royally payment "hich is O\'er thiny (30) days la te shall accrue a penally of 10% 
of the royalty due or $25.00 whichever is greater. In addition to a penally, royalties shall accrue imcrcst at a rnte of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supponing documents which are not filed when due shall incur a penalty in an amoum set by the Genernl Land O ffice administrntive rule which is effective on the 
date \\hen the affida,its or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by lite due date provided herein . 
Payment of the delinquency penally shall in no way operate 10 prohibit the S tate's right of forfeiture as provided by law nor act 10 postpone the date on which royalties were originally due. The 
above penalty provtsions shall not apply in cases of title dispute as to the State's ponion of the royalty or to that ponion o f the royalty in dispute as to fair market value. 

6. (A) R ESERVES. CONTRACTS AND OTHER RECORDS: Lessee sha ll annunlly furnish the Commissioner of the Genernl Land Office with its best possible estimate of oil and gas 
reserves wtderlying this lease or allocable 10 this lease and shall furnish said Conunissioner \vith copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contrnc ts within thiny (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the Genernl Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All o ther contracts and records pertaining 10 the production, trnnsportation, sale and 
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject 10 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them 

(B) DRJLLING RECORDS: Written notice of all operations on this lease shall be submitted to the Conuniss ioner of the General Land Office by Lessee or operator live (5) days before spud 
date, workovcr, rc-<:ntry, tempornry abandonment or plug and abandonment of any well or wells . Such written notice to U>e Gcncrnl Land Office shall include copies of Railroad Conunission 
fomlS for application to drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land Office at the time they are filed \vith the Texas Railroad 
Conunission. Lessee shall supply the Genernl Land Office \vith any records, memoranda, accounts, repons, cuttings and cores, or other infornution relative to the operntion of the above-described 
premises, which may be reques ted by the General Land Office, in addition 10 those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing to the to tal depth of well, of all wells drilled on the above desen'bed premises and shall transmit a true copy of the log of each survey on each well to the 
Genernl Land Office within fifteen (15) days after the making of said survey. 
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(C) PENAL T l ES: L~ssee shall incur a penally" he never repons. docwncnlS or other lllJICoals arc not filed 111 lhe General Land Office 1\h~n due The perully for lat~ filln11 shall b~ set by 
the General Land Office adminislr.lll\e rule" hich is effectiv~ onth~ date "henlhe materials "ere due m lhe General Land Office. 

7. RETAINED <\ CREACE: Not-.llhs~;~ndtnj! any pro' 1s1on ofthlS lease to lhe conlr.lry, afier a "~II produc1ng or capable ofproducrng oil or gas has been eon11leted on th~ leaseJ prellllSes. 
Lessee shall e~erCISc the d1hgence of a reasonably prudem operator Ill drilhng such add111onal "ell or "ells as may be reasonably necessary for lhe proper de,~lopment of lhe lea~~d prmus~s and 
in nurkellng the producllonthercon. 

(A) VERTICA L In the evem tlns lease is 111 force and cffcctmo (2) years a ncr the eXpiration date of the ponury or extended tcmr it shall then tcomnatc as to all of the leased premises, 
eXCEPT ( I) 40 acres surroundmg each 01l wcll capable ofproduc1ng 111 paying quan1111cs and 320 acres sum>unding each gas "ell capable of producing m payurg quan1111cs (mcludmg a shul-ln 
oil or 11•s well as pro' 1dcd in Paragraph II hereof), o r a well upon which Lessee is then engaged 111 comuruous dolling or reworking operations, or (2) the number of acr~s mcludcd m a producing 
pooled unit pumuntto NaiUral Resources Code Sections 52. 15 1-52 I 53, or (3) such greater or lesser number of acres as may lhcn be allocated for produc11on purposes to a prora11on umt for each 
such producmg "ell under the rules and rej!ulations of lhe Rarlroad Conunission ofTnas. or any successor agency. or olh.r go,emmental authonty havmg Junsdrcllon Withrn 90 days of a 
panialtemunation of ~liS lease rn accordance 1\ 1th this subparagraph and upon pa>nltnl of the nummum lihnj! fee set by General Land Office rules rn cffect atlhe lime of lhe pamaltenmnallon, 
Lessee shall ha'e the r1ghtto obtain a surface lease for ingress and e11rcss on and across tlre temunated ponion of the leas~d prcnuscs as nuy be reasonably ncc~ssary for the con11nucd operauon of 
the ponrons of the l~ase rcnuimng in force and effect. If Lessee farls to apply fo r a surface lease '"~un the 90 day penod specified abo, c. Lessee nuy apply for a surface l~ase lromthe Land 
Office, but the Land Comnussioner has the drscrcllon to grant or deny such applica11on and to set the fee for such surface lease 

(D) IIOiliZOi\ T A 1.. In the event th1s l~ase is m force and efii:ct t"'o (2) >cars afi~r lhe e'ptrallon date of lhe pnnury or extended temrlt shall fun her temurut~ as to all depths belo" 100 
feet belo" the to tal depth dolled (hcrcmafier "deeper deplhs") 111 ~ach \\elllocat~J on acr~age re~;~med 111 Paragraph 7 (A) abo, e. unl~ss on or before tv.o (2) )ears after lhe pomal") or e.tend~d 
t~on Lessee pa)s an amount ~qual to one-half( I 2) oflhe bonus ongrrully pard as consrd~rallon for lh1s lease (as specified on pag~ 1 hereof). If such amount lS pard,lhiS lease shall be in force 
and effect as 10 such deeper dcplhs. and sa~<l terrnmation shall be dela)ed for an addr11orul pcnod of two (2) )~ars and so long thercafier as orl or gas lS produced m pa)1ng quantrtres from such 
deeper dcptllS covered by thrs lease 

(C) IOENTIFICATI0 1 AND FILING: Tire surface acreage retamed hereunder as 10 each well shall. as nearly as prac11cal, be in lhe foon of a square '"lh the "ell located mlhe cemer 
thereof, or such o~rc r shape as nuy be approved by the School Land Ooard. Withm th1ny (30) days afier pallial tcmurution of this lease as p!ll\1dcd herem, Lessee shall c\ecute and record a 
release or releases contauung a satisfactory I~ gal description of lhe acreage and/or d~pths not rctamed hcrewrdcr. The recorded release, or a c~nificd copy of sanlC, shall be filed 1n lhe G~neral 
Land Office, accompamed by ~te fihng fee prescobed by lhe General Land Office rules m effect on the date the rcl~ase is filed If Lessee falls or refuses 10 e'ccute and record such release or 
re leases within nmcty (90) days afier bemg requested to do so by the General Land Office, tl1en lhe CommiSSIOner at his sole discreuon may designate by "ottcn nlSlrurnent lhc acreage and/or 
depths to be rclea>ed hereunder and record such Instrument at Lessee's e'perlSC 111 the county or coun11es "here lhc lease is located and in lh~ official records of the General Land Offic~ and such 
designation shall be bindmg upon Lessc~ for all purposes. If at any time after the effec11vc date of lhe panral temunallon provrsions hereof, lh~ applicable field rules arc changed or the well or 
wells located thereon are reclassified so that less acreage is thereafter allocated to said \\Cll or w~l ls for production purposes, ~us lease shall !hereupon temunatc as 10 all acreage not thereafter 
a llocated 10 said well or wells for production purposes. 

8. OFFSET WELLS: lfoil and·or gas should be produced m comn~rcial quan1111cs from a \\ell located on land privatelyo"11ed or on S~;~te land lcas~d at a les.er !ll)-alty, \\hrch welllS wilhm 
one lhousand (1,000) feet of the area 1ncluded herein, or" hich "ell is dr:ruung lhe area co,ered by this lease, the L~s.ee shall, "llhm SIXty (60) da)s after such mlllal production from lhe dr:rmmg 
"ell or lhc \\ell located wtlhm one lhousand (1.000) feet from the area co,ercd by lhrs lease begmm good fa11h and prosecute diligently lhe drilling of an offs~t w~ll on lhe area co,ercd by lhlS 
lease, and such offset "ell shall be dolled to such deplh as nuy be necessary to prc,cntthe undue dramage of the area co,·ered by lhis lease, and lhe Lessee. nunag~r or driller shall use all means 
ncc~ssary m a good faith effon to make such offset \\ell produce orland or gas 111 comn1trt1al quanlllics. Only upon lh~ detemunation oflh~ Commissioner and w11h h1s \\ollen approval, nuy ~1e 
payultnl o f a COIIIpellSatory royally satisfy the obligation to drill an onset well or 1\ ells requored wrder thiS Paragraph 

9. OilY liOLEICES <\TlON OF l' RO OUCTIO;oi D HI 'C PRit>IARY TER;\1: If, dunng the primary terrn hereof and prior to discovery and produc11on ofo1l or gas on said land, Lessee 
should dnll a dry hole or holes l~rcon, or rf dunng lhc pomary 1crrn hereof and after lh~ dtscovcry and ac1ual producuon of orl or gas from 1~ leased premiSes such produ.:uon lher~f should 
cease from any cause, th1s lease shall not tcmunatc if on or before the ~xprra11on of si\ly (60) days from date of co111>lction of sard dry hole or cessation of produ..uon Lessee conullCnccs 
additional drilhng or reworking operauons thereon. or pays or tenders !he ne't annual delay rental in the same nunn~r as pro,id~d m lhis lease. If, dunng the last }ear of the pnnury terrn or 
within srxty (60) days prior thereto, a dry hole be completed and abandoned, or the produeuon of or I or gas should cease for any cause, Lessee's rights shall rcrrom 111 full force and ~ffcct "i~rout 
funhcr operations until the expiration o f the primary temr: and rf Lessee has not resumed produc11on in paying qruntities at the exprration of the pnnury teon. 1 esscc uuy nurntJIII tins lease by 
conducting additional drilling or reworking operaiiOilS pursuant to Paragraph 10. using the cxp1ration of the prinury terrn as ~re date of cessation ofproducuon under Paragraph 10. Should the 
first well or any subse4ucnt well dolled on the abo,·c described land be completed as a shut-Ill or I or gas \\dl w1tl11n the prilllJf> t~rrn hcr~f. Lessee nuy resurllC p3)111Cnt of the annual rcntalm 
the san~ 1113nner as pro\1dcd herem on or before the rental paymg date folio" ing the ~'p1ra11on ofSL\IY (60) da)S from lhe date of complcllon of SU<h shut-m or I or gas w~llanJ upon lhe fa1lurc to 
male such paynltnl, thiS lease shall1pso fJtto temunate If at lhe exp1ra11on of lhe ponury leon or any lllllC thereafi~r a shut-Ill oil or gas w~llrs located on the leased prenu<es pa) nrents may be 
nude 111 accordance "1th the shut-Ill pro' rsrorrs h~r~f 

10. CE SATION, Dil l LLINC, Ai\ D llEWORKJNC: If. a ncr lhe c'prra11on of the ponury tenn, producllon of 0 11 or gas from the leased prenuses, aficr one~ obtamed, shoul<l c~ase from 
any cause, this lease shall not tennmatc 1f lessee comn1tnces additional drilling or reworking operations wrlhm si\ly (60) days afier such cessauon. and lhis leas~ shall renuon 111 full force and 
effect for so long as such opera11ons con11nue in good farlh and in \\Orl..manhkc nunner \\lt lrout interrupllons totaling more than smy (60) days. If such drilling or rc\\Orkmg operauons r~sult in 
the production o f orl or gas, lhc lease shall rctrorn on full force and effect for so long as 011 o r gas is produced from lhe leased prcrruses 111 paymg quanutres or payn1tnt of shut-m or I or gas "ell 
ro)"Jlll~s o r pa)n~nt ofcon1JCnsatory royalties is made as pro,idcd herem or as pro,rdcd b) Ia" lflhe drilling or reworlmg opera11ons result m lhe con'4ll~tion of a "ell as a dr> hole, lhc lease 
wrll not terminate rf the 1 essee conuncnees additional drilling or rcworkmg opera lions "1thm mty (60) days afi~r lhe co"1'1euon of lhe \\ell as a dry hoi~. and Ul lS lease shall renuon 111 ~ffect so 
long as Lessee conllniiC> drilhng or rc\\orl..mg operations in good faith and in a worknunllke manner \\lthoutultcrruptions totaling more than si\ly (60) da)S Lcssc~ shall g"e wnnen notice to 
the General Land Office \\ 1thm tluny (30) days of any cessation of production 

I I. II UT-IN llOYALTI ES: For purposes of this paragraph. "well" means any well that has been assigned a well number by the state agency loa' ing JUrisdiction over ~1e produenon of oil 
and gas. If at any time afier the c'piration of the prinury temr of a lease tha t. wr11l bcmg shut m, was being 1rointamed in force and effect. a well capable of producmg 011 or gas m paying 
quantities is located on the leased prenuscs, but oil or gas is not bemg produced for lJcJ.. of surtable production facilities or lack of a suJtable nurl..et. then L~ssee nuy pay as a shut-on 011 o r gas 
royally an amount e4ual1o SIO.OO per acre, but not less than Sl.200 a >Car for each well capable ofproducmg 011 or gas on pa>ing quanuu~s. To be effccll\e, each mitral shut-on 011 or gas royalty 
must be paid on or before (I) the e'p1ra11on of the prinury tenn. (2) 60 days afier the Lcs.ee c~ases 10 produce orl or gas from the leased premises, or (3) 60 days after Lessee COI'1'letes a dnlling 
or reworking operation on accordance wllh the lease provisions: "hiche' er date rs latest. If the shut-on otl or gas royalty is paid. the lease shall be considered to be a producing lease and the 
payn1tnt shall e~tcnd the temr of the lease for a period of one )Car from the end of lhe prinury teon. or from the first day of the monlh following the month on" hrch producuon ceased. and, afier 
that, if no sult;,blc production facilities or surtable market for the orl or gas exists. Lessee may extend the lease for four more succ~ss1ve penods of one (I) year by pa>1ng the san1t amount each 
year on or before the e.p1ration of each shut-Ill year. 

12. CO:\ I PEN A TOllY ROYAL T IES: If. during lhe period lhe l~asc is kept m cffec1 by paynltnt of the shut-m 011 or gas royalty, ool or gas is sold and d~h,ered m payong quanllti~ from a 
well located \\lllun one tlrousand ( 1,000) feet of lhe leased premises and collllleted on the S3111C producong rcservorr, or 111 any case on which dr:riruge IS occurnng. lhe oghtto con11nue 10 maintarn 
the lease by p3)1ng th~ shut-in oil or gas royally shall cease, but lhe lease shall renuon effectl\e for the re1romder of the year for whrch lhe royally has been paid The Lessee nuy maintamthe 
lease for four more success rvc years by Lessee paying co~nsa!Ory royally allhe Ill) ally rate provided on the l~ase of ~re market \"Jlue of production from the" ell causmg the dramage or whrch 
is completed in ~rc same producing reservoir and wilhin one lhousand ( 1,000) feet of ~1e leased premises. The compensatory royalty is to be paid monthly to lhe Conunissioner begmning on or 
before the last day of the nronth fo llowing the month in which the oil or gas is produced from the well causing the drainage or !hal is completed in the same producing reservoir and located within 
one thousand ( 1,000) feet of the leased premises; iflhe compensatory royalty paid 111 any 12-month penod rs in an amount less lhan lhc annual shut-m orl or gas royalty, Lessee shall pay an 
an-.,unt equal to the diffe rence within thiny (30) days from the end of the 12-month period. and none of these pro\isions " ill relieve Lessee of lhe obligation of reasonabl~ developn~nt nor lhe 
obligation to doll offset wells as provided in N.R.C. Section 52.034; ho,.ever, at the determination of the Co111lllissioner, and wilh the CommiSSioner's written approval, lhe pa}'lllCnt of 
COIT'4>Cnsatory royalties shall satrsfy the obligation to drill offset wells Compensatory royalty payments which are not tu11Ciy paid will accrue penalty and Interest m accordance wrlh Paragraph 5 
of this lease. 
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13. EXTENSIO S: If. at the expiration of the primary tem1 of this lease. production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee nuy, on or before the expiration of the primary tem1, file in the General Land Office written application to the Commissioner 
of the General Land Office for a thiny (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred fony (6-10) acres or Jess 
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hw1dred fony (6-10) acres and the Commissioner shall, in writing, extend this lease for a thiny (30) day period trom and 
after the expiration of the primary tenn and so long thereafter as oil or gas os produced in paying quantities; provided funher, that Lessee may, so long as such drilling operations are being 
conducted make like application and payment during any thiny (30) day extended period for an additional extension of thiny (30) days and, upon receipt of such application and payment, the 
Commissioner shall, in writing, again extend this lease so that same shall renuin in force for such additional thiny {30) day period and so long thereafter as oil or gas is produced in paying 
quantities; provided, howe,·er, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary tem1 unless production in 
paying quantities has been obtained. 

14. USE Of WATER; URFACE: Lessee shall have the right to use water produced on said land necessary for operations herewoder and solely upon the leased premises; provided, however, 
Lessee shall not usc potable water or water suitable for Jh·estoek or irrigation purposes for water Oood operations without the prior written consent of Lessor. Subject to its obligation to pay 
surface danuges. Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transponing and marketing the 
production therefrom. such usc to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee 
schedule which is eftcctivc on the date when the activity requiring the payment of surface danuges occurs. 

IS. POLtUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
wetlands, natural waterways. rivers and impounded water shall be prevented by the us~ of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event 
of pollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be rcspottSiblc for all danuge to public and private propenies. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, swt>p, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells. Lessee shall fill and Je,·el all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(ll) SUilill ERGED LA OS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or suppon vessels, production platfom~ crew or supply boat. 
barge, jack·up ng or other equipment located on the leased area. Solid waste shall tncludc but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non­
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platfonns stating, "Discharge of any solid waste or garbage into State Waters from \"essels or 
platfonns is strictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lettering of at least I" in size. 

(C) RIVER : To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds. 

(D) PE At TY: fai lure to co111>IY with the requirements of this provision nuy result in the 1113Ximum penalty allowed by Jaw including forfeiture of the lease. Lessee shall be liable for the 
damages caused by such failure and any costs and expenses incurred in cleamng areas affected by the discharged waste. 

16. IDENTIFICA TIO MA RKERS: Lessee shall ercc~ at a distance not to exceed twenty· fi ve (25) feet trom each well on the premises covered by this lease, a legible sign on which shall 
be SlJted the name of the operator. the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases arc connected to tloc same LJnk 
battery, whether by individual Oow line connections direct to the tank or tanks or by use of a multiple header systcn1, each line between each well and such LJnk or header shall be legibly identified 
at all times, either by a finnly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other idcmification markers shall be nuintJined in a legible condition throughout the tenn of this lease. 

I 7. ASSIGN IE TS: The lease nuy be transferred at any time; provided, ho\\ ever, that the liability of the transferor to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill si tes shall pass to tlte transferee upon the prior wrillcn consent of the Conmlissioncr of the 
General Land Office. The Commissioner may require the trans feree to demonstrate financial rcspottSibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded in tlte county where the area is located, and the recorded transfer or a copy certified to by the Coumy Clerk of the coumy where the transfer is recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accon>panied by the fil ing fcc prescribed by the General Land Offic~ rules in 
effect on the date of receipt by the General Land Office of such transfer or cenificd copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and 
penalties owed to the SLJtc by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties. 

18. RELEASE : Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the cowtty where this area is situated and filing the recorded 
relinquishment or cenitied copy of same in the General Land Office within ninety (90) days after its execution accon>panied by the filing fcc prescribed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or cenified copy thereof. Such relinquishment will not ha\'C the effect of releasing Lessee from any liability theretofore 
accrued in fa,·or of the State 

19. LIEN: In accordance '"th N.R.C. Section 52.136, the State shall ha,·e a first lien upon all ooland gas produced from the area co,·ered by this lease to secure payment of all wopaid royalty 
and Other sums of money that nuy become due under this lease. By acceptance of this lease, Lessee grants tlte State. in addition to the lien provided by N.R.C. Section 52.136 and any otltcr 
applicable statutory lien, an express contractual lien on and security mterest in all leased minerals in and extracted trom the leased premises, all proceeds which may accrue to Lessee from the sale 
of such leased minerals, w hcthcr such proceeds are held by tessee or by a third pany, and all fixtures on and in>provements to the leased premises used in connection with the production or 
processing of such leased minerals in order to secure the payment of all royalties or o~oer amounts due or to become due under this lease and to secure payment of any danuges or loss tloat Lessor 
nuy suffer by reason of Lessee's breach of any covenant or condition of this lease, whe~1er express or implied This lien and security interest nuy be foreclosed with or without coun proceedings 
in tlte manner provided in the Title I. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instrunJents as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-described propcny or from Lessee's acquisition of this lease. Should the Commissioner at any time dctcnnine that !lois representation is not true, then ~tc Commissioner may declare this 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee shall fail or refuse to nuke the payn1ent of any sum within thiny (30) days after it bccon1es due, or if t essec or an authorized agent should knowingly make any 
false return or false repon conccming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by 
tlte Commissioner of the General Land Office, or if Lessee should fail to file rcpons in the manner required by law or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Railroad Commission. or refuse ~te proper authority access to the records penaining to operations, or if t essee or an authorized agent should knowingly fail 
or refuse to give correct infonnation to the proper authority, or knowingly fai l or refuse to furn ish the General Land Office a correct log of any well, or if Lessee shall kno,vingly violate any of the 
1113terial provisions oftl1is lease. or if tl1is lease is assigned and the assignn1ent is not fi led in the General Land Office as required by Jaw, the rights acquired under 

this lease shall be subject to forfeiture by the Conmlissioner, and he shall forf~it same when sufficiently infomocd of the facts which authorize a forfeiture, and when forfeited ~oc area shall again 
be subject to lease to the highest bidder, under the same regulations controlling the anginal sale of leases. Howe,·cr, nothing herein shall be cottStrucd as waiving the automatic tennination of this 
lease by operation of law or by roason of any special limitation arising hereunder. forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another 
intervene upon satisfactory evidence to the Conunissioner of the General Land Office of future compliance with the provisions oft he Jaw and of this lease and the rules and regulations that may be 
adopted relati,·e hereto. 

21. R.JVERBED TRACTS: In the event this lease co,·ers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections 
52.092-52.093, as a pan of the consideration moving to Lessor for the covenants herein made by Lessee. 

22. APPLICAilLE LAWS AND DRILLI G RESTR.JCTIONS: This lease shall be subject to all rules and regulations, and amendments thereto. promulgated by the Commissioner of the 
General Land Offic~ goveming drilling and producing operations on PemJanent free School Land (specifically including any rules promulgated that relate to plans of operations), payn1ent of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under ~te provisions of this lease. Without 
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisiottS arc currently found at 31 Texas Adnlinistrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.1 35 
and 52.137 tltrough 52.140. In the event this lease covers land franchised or leased or othcrwis~ used by a navigation district or by the United States for tltc purpose of navigation or o~ter purpose 
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incident to the o~rauon of a pon. then usscc shall not be cnmled to enter or possess such land" uhout prior appro, a I as provided under Section 61 11 7 of the Te,as Water Code. but Lessee shall 
be entitled to de,elop such land for ool and gas by dirccuonal dnlling; pro,ided, ho"ever, that no surface dnlhng locauon may be nearer than 660 feet and s~tal ~nmsston from the 
Conumssioner of the General Llnd Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest buiiJtead lone or from the nearc;t dredged 
bottom edge of any channd, shp, or turning bas in "hich has been authorized by the Uno ted States as a federal proJect for future comtruetion, "hichevcr ts nearer 

23. llEi\IOVAL OF EQ I Pi\ I ENT: Upon the temunatton of this lease forany cause, ussec shall not, on any e' em, be pernuned to remo'e the casmg or an} pan of the equipment from any 
producmg. dry. or abandoned well or wells "uho ut the wnncn consent of the Comnussooner of tltc General Llnd Office or Ins authonzed representauve; nor shall Lessee, '' tthout the -.nnen 
consent of said Commissioner or his authorited representative remove from the leased premises the casing or any other cquopment, material, machoncry. appliances or propeny O\\ ned by Lessee 
and used by Lessee in the development and production ofool or gas therefrom unti l all dry or abandoned ''ells have been plugged and unulall slush or refuse pus ha,·e been properly filled and all 
broken or discarded lumber, machinery, or debris shall have been rcntO\ cd from the prenuses 10 the sausfacuon of the satd Commissioner or his authorized reprcscntati,·c 

2~ . FO RCE i\IAJ Ell rtE: Should Lessee be pre,cntcd from complyong '' llh any e'pre.s or n111hed covenant ofthts lease, from conductmg drilhng operauons thereon. or from proJucing ool 
and/or gas therefrom. after effon nude on good faith, by reason of\\ar, rebellion. n ots, stnkes, fires, acts of God or any order, rule or regulation of go,emmental authonty, then " hole so prevented 
Lessee's obligation 10 comply ''nit such covenant shall be sus~nded upon proper and sausfactory proof presented 10 the Commossooncr of the General I and Office 111 suppon of Lessee's 
contention and Lessee shall not be habit for damages for failure 10 coo111l> thcre\\llh (e\ccptm the e\enl of lease operations suspended as provodcd 111 the rults and regulations adopted by the 
School Land Ooard), and lhos lease shall be e<tcndcd while and so long as Lessee is prevented, by any such cause. from drilling, re"orl.ong o~ratlons or producing ool and'or ~a\ from the lc"'cd 
pr~nuscs; pro' odcd. hO\\ C\Cr, that nothong hereon shall be construct! 10 suspend the pa)T~nt of renuls Junng the pnnury or e\lended term. nor 10 abndge l cssee's nghtto a sUSJ'Cibton w•Jcr on) 
appltcable sututc of tho> Sutc. 

25. LE.\ S E EC RIT ' : u sscc shall tal.c the htghest degree of care and all pro~r safeguards to protect saKI prenuses and to pre,enttheft of otl, gas. and other h)drocarbons produced from 
said lease. Thos mcludes. butts not lmuted to, the onst.lllatlon of all necessary cquopment. seals. locks. or other appropriate protectl\c devices on or at all access potnts at the lease's productoon. 
gathering and storage systems "here theft ofh)drocarbons can occur Lessee shall be hable for the loss of any h}drocarbons resulting from theft and shall pay the State ofTtus ro)altles thereon 
as pro,·idcd herein on all o ol, gas or other hydrocarbons lost by reason of theft. 

26. R EDUCTION O F PA Yl\IE T : If, during the prinury term. a portion of the land CO\ered by thos lease IS oncluded "'~"n the boundaries of a pooled wutthat has been appro,ed by the 
School Llnd Ooard 111 accordance "11h Natural Resources Code Sections 52.151-52 153, or of. at any toone after the cxptr.ltiOn of the pnmary term or the e<tended tern\ thts lease co,·ers a lesser 
number of acres than the tot.ll antOunt descnbed herein. pa}ments that arc nude on a ~r ocre basts hercundtr shall be reduced accordtng to the number of acres pooled. released. surrcndtrcd. or 
otherwise severed. so thai payments dctern1oned on a per acre basis under the ternlS of t111s lease during the pnnury tern1 shall be calculated based upon the number of acres outside the boundancs 
of a pooled unit, or. of after the expira tion of the pnmary tern\ the number of acres actually retamed and covered by this lease. 

17. S UCCESSO RS A D AS IG S: The covenants, conditions and agreements contained herein shall extend 10 and be bmdong upon the hetrs, executors, adminostrators. successors or 
assigns of u ssee herein 

28. ANT IQ !TIES CO DE: In the evemthatany feature of archeological or hts torical mterest on Ptntl3ncnt School Fund Llnd IS encountered dunng the actMIICS authonLcd b) thts lease. 
ussee will onunediatcly cease acu,itles and \\lllonunediatel) notify the General Llnd Office (ATIN Archaeologtst. Asset Management 01\1Ston, 1700 N. Congress A\e., Austtn, Teus '8701) 
and the Texas llis toncal Comnussion (P 0 Oo' 12276, Austin, TX 78711) so that adequate oneas urcs nuy be undenal.en to protect or rcco,er such disco,enes or finJmgs, as appropnatt. u ssec 
is e;.pressly placed on notice of the National His torical Preservation Act of 1966 (PO- 9-66.80 Statute 91S. 16 U.S.C.A 470) and the Antiquities Code ofTexas. Chapter 191. T" '\at Code 
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedocated 10 the Penl\1nent School Fwtd, lessee shall notify the Texas lltstorical Conumssion before breal.mg ground at a proJect 
location An archaeologocal survey might be rtquired by the commtssion before construction of the proJeCt can conunence. l'unher. tn the e ' cnt thai an)' site, object. locatoon. antfact or other 
feature of archacologtcal. scientific, cducatioll31, cultural or historic tntcrest IS encowllcrcd during the aCU\'tUes authorize by thts lease, lessee \\Ill tmmedoately noto fy lessor and the Tcus 
l lts toncal C'otmmssoon so that adequate measures nuy be undcnal.cn to protect or reco,er such disco,cncs or findmgs. as appropriate 

29. VE ' UE: Les.or and lessee, oncludong lessee's successors and assigns. hereby agree that venue for any dtsputc ansmg out o f a pro\1Sion ofthts lease. "hether ••press or nJ1lhcd. regardmg 
mterprct:uion ofthts lease. or relatmg many "a> 10 this lease or to applicable case Ia\\ , statutes. or adnnnistralt\C rules, shall be on a coun ofcompctcntJurisdocuon located tn Tra,is County, State 
ofTc.,s. 

30. LEASE Fli.I NG: Pursuam 10 Chapter 9 of the Tex. Ous. & Com. Code,thos lca~e must be filed of record tn the onice of the Cow11y Cieri. in any count) in \\ hich Jll or any pan o f the 
leased premises is hlcJicd. and certified copies thereof mttst be filed 111 the General L•nd Ollie c. The prcscn bcd lilmg fcc shall accompany the ccnified copocs sent to the General I and Office 
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March 8, 2006 

Mr. Garth Berkeland 
Forest Oil Corporation 
707 17th Street, Suite 3600 
Denver, Colorado 80202 

Dear Mr. Berkeland : 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on January 17, 
2006. I am pleased to inform you that Forest Oil Corporation was the high bidder on MGL. No. 22, 
which has been assigned the lease number M-1 06116. 

State Lease M-1 06116 is enclosed and serves as your receipt for your bid . This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and record ing the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(8), which requires submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission, they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1, Application to Drill ; 
W-2, Oil Well Completion Report and Log; G -1 , Gas Well Completion Report and Log; W-3, 
Plugging Record; G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil 
Well Status Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

Please let me know if you have any questions or need any additional information. 

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen F. Austin l3uilding • 1700 'orrh Congress Avenue · Austin, Texas 78701- 1-195 

Post Office Box 12873 • Ausrin, Texru. 78711 -2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 
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Lust Form 
Revlsed I 0199 
Surveyed School Land 

%lustin, \!Cexa.s 

OIL A D GAS LEASE 
0. M-1061 16 

WH ER EAS, pursuant to the Texas Natural Resources Code ChApters 32, 33, 51, and ChApter 52, Subch2pters A-D and H, (said Code bcUlg heremafler referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said 
N.R.C., the following area, to-wit 

SECTION 71 , G. A. FRANKLIN SURVEY, R.EEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 567 ACRES, AS SHOWN ON TH E OFFICIAL MAP OF REEVES 
COUNTY, TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUST IN, TEXAS, 

was, after being duly advertised, offered fo r lease on the 17'" day of January, 2006, at 10:00 o'clock a.m. by the Commissioner of the General land Office of the State of Texas and the School 
Land Board of the State of Texas, for the sole and only pwpose of prospecting and drilling for, and producUlg oil and/or gas that may be found and produced from the above descn'bed area; and 

WHEREAS, afler all bids and remittances which were received up to said time h2ve been duly cons1dered by the Commissioner of the General Land Office and the School Land Board at a 
regular meeting thereof in the General Land Office, on the 17'0 day of January, 2006. hereinafler the "effective date" and it was found and determined that FOREST OIL CORPORATIO 
whose address is 707 17TH STRE ET, SUITE 3600, DENVER, COLORADO 80202 h2d offered the highest and best bid for a lease of the area above descn'bed and is, therefore. enti~ed to 
receive a lease thereon: 

NOW, T HEREFORE, I, Jerry E. Panerson, Conunissioner of the General Land Office of the State of Texas, hereinafler sometimes referred to as "Lessor," whose address is Austin, Texas, by 
virtue of ~1e authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of O ne Million Fifty-Two Thousand lot Hundred lneteeo and 0011 00 
Dollars (SI ,052,919.00), receipt of which is hereby acknowledged and of the royalties, covenants, supulauons and conditions contained and hereby agreed to be pa1d, observed and perfonned by 
Lessee, do hereby demise, grant. lease and let Wlto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the followUlg 
tenns and conditions, to-wic 

I . RESERVATION: There is hereby excepted and reserved to Lessor the full use of the propeny covered hereby and all rights With respect to the surface and subsurface thereof for any and 
all pwposes except those granted and to the extent herein granted to Lessee, together with the rights of mgress and egress and use of said lands by Lessor a.nd its mineral lessees, for purposes of 
exploring for and producing the minerals which are not covered, or which may not be covered in the future, Wlder the terms of this lease, but which may be located within the surface boWldaries 
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner 
that neither shall w1duly interfere with the operations of~•• ot11er. 

2. T ERI\I : Subject to the ot11er provisions hereof, this lease shill be fo'r a term of five (5) yean from the effective date hereof(hereUl called "primary term") and as long thereafter as oil or 
gas IS produced in paying quantities from said area. 

3. DELAY RENTALS: If no well is commenced on the land hereby leased on ur i>efore the anniversary date oftltis lease, tJtis lease shill terminate as to both parties unless the Lessee on or 
before said due shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the amoWlt specified in the follo..,ing schedule multiplied by the 
number of acres in the premises. which shill operate as a rental and cover the priviloge of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon 
payments or tenders of amow1ts set out in the fo llowing schedule, the commencement of a well may be funhcr deferred for a like period of the same nwnber of months. 

Anniversary Date Delay Rental ncr Acre 
First S 5.00 
Second S 5.00 
Third S25.00 
Founh $25.00 

4. PRO DUCTION ROYAL TI ES: Subject to the provisions for royalty reduc-ions set out in subparagraph (E) oftltis paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay 
or cause to be paid to the Commissioner of the General Land Office tn Austin, Texal., for the usc and benefit of the St!te ofTexas, dunng the term hereof: 

{A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid 
hydrocarbons recovered from oil or gas rWl through a separator or other cquipmen~ as hereinafter provided, 1/4 pan of the gross producuon or the market value thereof, at the option of the 
Lessor, such value to be detennined by I) the highest posted price. plus premium. if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons. respectively, ofa like type and 
gravity in the general area where produced and when TWl, or 2) the highest markel price thereof offered or paid in the general area where produced and when rW1, or 3) the gross proceeds of the 
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant. it will be rW1 free of cost to Lessor through an 
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that aU liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon 
wriuen consent of Lessor, the requirement that such gas be rW1 through such a separator or other equipment may be waived upon such terms and conditions as prescn'bed by Lessor. 

(8) NON-PROCESSED GAS: As a royalty on any gas (including flared ,:as), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above, 
produced from any well on said land (except as provided herein wi th respect toga·; ..,,:x:essed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 pan of the gross 
production or ~•e market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of co~ble quality in the general area where 
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximwn pressure base in measuring the gas under this lease contract shill oot at 
any time exceed 14.65 poWlds per square inch absolute, and the standard base tef11>Crature shill be sixty (60) degrees Fabrenbci~ correction to be made for pressW'C according to Boyle's Law, 
and for spec1fic gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

• • • • • •• • •• 

• • • • • • • • • • • 

• • • • • • ••• 

• • ••• • • • • • 
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, !l! pan of the residue gas and the 
liquid hydrocarbons exlr.lcted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (too<!.) of the total plant production of residue 
gas atuibutable to gas produced from this lease, and on fif\y percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attnoutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an 
interest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the btghest percent accruing to a thtrd pany processmg gas through such plant under a processing 
agreement negotiated at arms' length (or if there is no such third pany, the highest percent then betng specified in processing agreements or conlr.lets tn the tndustry), whichever is the greater. The 
respective royalties on restdue gas and on liqwd hydrocarbons shall be deterrruned by I) the h1ghest marlcet pnce paid or offered for any gas (or hqwd hydrocarbons) of co~arable quality in the 
general area or 2) ~~e gross price paid or offered for such residue gas (or the "'eighted average gross selling price for the respecove grades of liquid hydrocarbons), whichever is the greater. In no 
event. however, shall the royalties payable under this paragraph be less than the royalues which would have been due had the gas not been processed. 

(D) OTII ER PRODUCTS: As a royalty on carbon black. sulphur or any other products produced or manufacrured from gas (excepting liquid hydrocarbons) whether said gas be 
"casmghead." "dry" or any other gas, by fractionating, burmng or any other processong, !l! pan of gross production of such pnoducts, or the market value thereof, at the option of Lessor, such 
market value to be detennined as follows: 

(I) On the basis of the highest market price of each pnoduct. during ~1e same month in which such product is produced, or 
(2) On the basis of the average gross sale price of each pnoduet for the same month on which such products are pnoduced; whichever is the greater. 

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the temlS of 
this lease and such producuon is brought on line and sales thereof are commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 
20%, and shall apply to each subsequent well drilled and pnoduced on the land covered by this lease. Provided that. if during such eighteen (18) month tenn during which Lessee may earn a 
reduced royalty rate of20% as herein provided. Lessee should drill in good faith and co~lete the first well as a dry hole on the land co,·ered by tlus lease. Lessee may receive a three (3) month 
extension of the tenn in wh1ch to cam a reduced royalty rate by giving notice to the Comrrussioner of the General Land Office, commencmg drilling operations on an additional well prior to the 
expiratiOn of such three (3) month period and prosecuting diligently and in good faith the drilling of such addotional well and completing same so that pnoduction on payong quantities IS established 
and so that such production is brought on line and sales thereof are conunenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expintion 
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and pnoduced on the land covered by this lease. Provided that. if during such sut (6) month tenn during which Lessee may cam a reduced 
royalty rate of 22.5% as herein provided. Lessee should drill in good faith and complete the fiTSt \~.ell as a dry hole on the land co,-cred by this lease, Lessee rroy receive a three (3) month 
extension of the tenn in which to cam a reduced royalty rate by givong notice to the Commissioner of the General Land Office, commenctng dnlllng operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and CO!l1>1eting same so that pnoduction in paying quantities is established 
and so that such production is brought on line and sales thereof are commenced pnor to Ote exptrat•on of such three (3) month extension penod. 

(F) 0 DEDUCTIONS: Lessee agrees that all royalties accruong to Lessor under this lease shall be without deduction for the cost ofpnoducing. 1r.1nsp0ning, and otherwise making the 011, 
gas and other products pnodueed hereunder ready for sale or use. 

(G) ROYAL TV l KJND: Notwithstanding anything contained herein to the contr.lry, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of all or any royalties accruing to Lessor under this lease be 1113de in kind without deduction for the cost of pnoducing, gathering. storing, separating, tre3ting, 
dehydrating, compressing, processing, lr.lnsporting and otherwise =king the oil, gas and other pnoducts produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced hereunder 
in any processing plant Notwi~JStanding anything contained herein to the conlr.lry, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee rroy recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed. and no royalties shall be payable on the gas so recycled Wltil such ume as the 
same may Otereafter be pnoduced and sold or used by Lessee in such manner as to enti~e Lessor to a royalty thereon under the royalty proVISIOns of !his lease. 

(I) MIN11\IUM ROYAL TV: During any year after the expiration of the primary tenn of this lease, if this lease is maintained by pnoducnon, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeedmg the ann1versary date of this lease a sum equal to $5.00 per 
acre less the amount of royalties paid during the preceding year. 

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee's wntten apphcauon. the School Land Board may reduce the royalty rate set out m tlus paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the econorruc life of this lease and encourage recovery of oil or gas that might otherwose rem:un unrecovered. Any such royalty reducuon must 
confom1 to the requorements of any School Land Board adrrunistratlve rules on tlus subJeCt Royalty may not be reduced below the apphcable statutory rrunomwn 

5. ROYAL T V PA YME TS AN D REPORT : All royalties not taken in kind shall be paid to the Corrunissioner of the General Land Office at Ausun, Texas, in the following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth on the Texas Regist<r. Rules currently provide that royalty on oil IS due and must be received in the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 
I 5th day of Ute second month succeeding the month of pnoduction, accompanied by Ote affidavit of the owner, 1113nager or other authorized agent. CO!l1>leted in the fonn and manner prescnlled by 
the General Land Office and showing" the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or rcpons 
confinning the gross production, disposition and marlcet value including gas meter readings, pipeline rece1pts, gas hoe receipts and other checks or memoranda of amount pnoduced and put onto 
pipelines, tanks, or pools and gas lines or gas storage, and any other repons or records which the General Land Office may require to verify the gross production, disposition and rrorket value. In 
all cases the authority of a =nager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice sho-ving by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thiny (30) days a ncr 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over ~tiny (30) days late shall accrue a penalty of I 0% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the 
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be pa1d as prescnlled by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to proluoit the State's nght of forfeiturt as provided by law nor act to postpOne the d:ltt on which royalties were originally due. The 
above penalty provisions shall not apply in cases ofti~e dispute as to the State's pomon of the royalty or to that portion of the royalty in dispute as to faor marlcet value. 

6. (A) R ESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually fwnosh the Comrrussioner of the General Land Office woth 1ts best possible estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendmentS to such contracts within thirty (30) d:lys after entering into or making such cont:ncts, agreements or amendments. Such cont:ncts and agreements when received by the General Land 
Office shall be held in confidence by the Genenl Land Office unless otherwise authorized by Lessee. All other cont:ncts and records penaining to the production, transportation. sale and 
marketing of the oil and gas pnoduced on said premises, including the books and accounts, rece1pts and discharges of all wells, tanks, pools, meters, and pipehnes shall at all umes be subject to 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representanve of any of them 

(B) DRILLING R ECORDS: Written notice of all operations on this lease shall be subrrutted to the Commissioner of the General Land Office by Lessee or operotor five (5) days before spud 
date, workovcr, re-entry, temporary abandonment :lr plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission 
fomu for application to drill. Copies of well tests, completion rcpons and plugging repons shall be supplied to the General Land Office at the time they are filed \vith the Texas Railroad 
Corrunission. Lessee shall supply the General Land Office with any records. memoranda,accowtts, repons, cuttings and cores, or other information relative to the operation of the above-described 
pre1nises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an elecuical and/or radioactivity survey rrode on the bore-hole 
section, fro m the base of the surface casing to the total depth of well, of all wells drilled on the above descnlled premises and shall~r.~nsmit a uue copy of the log of each survey on each well to the 
General Land Office within fifteen (I 5) days after the making of said survey. and Correct 

• • • • • •• • •• 

• • • • • • • • • • • 

• • • • • • ••• 

• • ••• ••• • • 

2 
copy of 

Onginal filed in 
Reeves County 

Cieri s Office 

'· 



.· 

(C) PENALTIES: Lessee shall incur a penally whenever repons. documents or other materials arc not filed in the General Land Office when due. The penalty for late filing shall be set by 
the General Land Office administrative rule which is effective on the date when the Jll3terials were due in the General Land Office. 

7. RETA INED ACREAGE: Notwithstanding any provision ofthas lease to the contrary, after a well producang or capable of producing oil or gas has been completed on the leased premises, 
Lessee slmll exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and 
in marketing the production thereon. 

(A) VERTICAL: In the event tlus lease ism force and effect two (2) years after the expiration dale of the primary or extended term 11 shall then tenrunate as to all of the leased premises. 
EXCEPT (I) 40 acres surrotmding each oil well capable ofproducang an paying quantities and 320 acres sum•tmdmg each gas well capable of producing an paying quantities (including a shut-m 
oil or gas well as provided in Paragraph II hereof), or a v.ell upon which Lessee is then engaged m continuous drilhng or reworlung operations, or (2) the number of acres mcluded in a producmg 
pooled Wltt pursuant to Natural Resources Code Sections 52.1 S 1-52.153, or (3) such greater or lesser number of acres as Jll3Y then be allocated for productoon purposes to a proration unit for each 
such producmg well tmder the rules and regulations of the Raolroad Commission of TeJtas, or any successor agency, or other govemmenL'II authority having jW'1Sdocuon. Within 90 days of a 
panoal termination of this lease in accordance with this subparagraph and upon payment of the mirumum fihng fee set by General Land Office rules in effect at the time of the partial termination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated ponoon of the leased prcrruses as may be reasonably necessary for the continued operation of 
the ponoons of the lease remaining in force and effect. If Lessee foils to apply for a surface leose Wlthm the 90 day penod specified above, Lessee may apply for a surface lease from the Land 
Office. but the Land Conunissioner has the discretion to gram or deny such application and to sci the fee for such surface leose 

(U) IIORIZONTAL: In the event this lease is in force and eRect two (2) years after the expiT1ltion date of the primary or extended temtlt shall funher terrrunate as to all depths below 100 
feet below the toL'II depth drilled (hereinafter "deeper depths") in each well located on acreage retamed in Paragraph 7 (A) above, unless on or before two (2) years after the primory or extended 
tcnn Lessee pays an amount equal to one-half(ln) of the bonus originally paid as consideration for tlus lease (as specified on page I hereof). If such amount is paid, this lease shall be in force 
and effect as to such deeper depths, and satd tenninalion shall be delayed for an additional period of two (2) years and so long thereafter as ool or gas ts produced on pa}'lng quantities from such 
deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING: The surface acrcoge reL'Iined hereunder as to each well shall, as nearly as practical, be in the fonn of a square with the well located in the center 
thereof, or such other shape as moy be approved by the School Land Board. Within thiny (30) days after ponioltermination of this lease as provided herein, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreoge and/or depths not retained hercamder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office , occompanied by tltc filing fcc prescnoed by tltc General Land Office rules in effect on tlte dale the release is filed. If Lessee fails or refuses to execute and record such release or 
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion moy designate by wrinen instrument the acreage and/or 
dcpllts 10 be released herctmdcr and record such instrument al Lessee's expense in the county or coWl lies where the leose is localed and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination proVtSions hereof, the applicable field rules arc changed or the well or 
wells located thereon arc reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter 
allocated to said well or wells for producnon purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced m commcrcoal quantities from a well located on land pnvately oWlled or on State land leased at a lesser royalty, which well is v.ithin 
one thousand (1 .000) feet oftlte area included herein. or which well is draining the area covered by t1us lease, the Lessee shall, Wlthon sixty (60) days after such iniual production from the draining 
well or the well located within one thousand ( 1,000) feet from the area covered by this lease begin in good fatth and prosecute diligently the drilling of an offset well on the area covered by this 
lease, and such offset well shall be drilled to such depth as moy be necessary to prevent the tmduc drainage of the area covered by this lease, and tlte Lessee. monager or driller shall usc all means 
necessary in a good faith elTon to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval, moy the 
pa)'ltlCnl of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph. 

9. DRY IIOLFJCESSATIO OF PROD UCTION DURJ G PRIMARY TERM: If, during the primory term hereof and prior to discov<ry and product.ion of oil or gas on said land, Lessee 
shollld drill a dry hole or holes thereon, or if during the primary Jcmt hereof and after tlte disco~-cry and actu3l producuon of oil or gas from the leased premises such production thereof should 
cease from ony cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of COJl1lletion of said dry hole or cessatiOn of producuon Lessee commences 
additional drilling or reworking operations thereon. or pays or tenders the next annual delay rental m t1te same monner as proVIded m thts lease. If, during t.he last year of tlte primary term or 
within sixty (60) days prior thereto, a dry hole be COJ11lleted and abandoned, or the production of ool or gas should cease for any cause, Lessee's tights shall remam on full force and effect without 
further operations until the expiration of t1te pri013ry term and of Lessee has not resum<d producuon on pa}'lng quantities al the <Xpll'3uon of the pnmary term. Lessee moy maintain this lease by 
conducting addotional drilling or reworking operations pursuant 10 Paragraph 10, using the exparauon of the pnmary t<rm as the date of cessatiOn of producuon tmder Paragraph 10. Should the 
first well o r any subsequent well drilled on the above described lond be COJ11lletcd as a shut-in oil or gas well wuhon the primary term hereof. Lessee may resume payment of the annual renL'II in 
tltc same mann<r as provided herein on or before the renL'Il paymg dat< following the expiration of sixty (60) days from the date of compleuon of such shut-in oil or gas well and upon the failure to 
moke such payrnen~ this lease sholl ipso facto temtinate. I fat the exporation oftlte primary term or any time thereafter a shut-in oil or gas wellos located on the leased premises payments may be 
made in accordance with the shut-in provisions hereof. 

10. CE ATION, DRILLING, AND REWORKJNG: If. after the expiration of the primory term. producuon of oil or gas from the leased premises, after once obL'Iincd, should cease from 
any cause, tl1is lease shall not tenninatc if Lessee commences add.uonol drilling or reworking operations withtn sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in 
the produc tion of oil or gas. the lease shall remain in full force a::td effect for so long as oil or gas is produced from the leased premises on payang quantities or payment of shut-in oil or gas well 
royalties or payment of compensatory royalties is mode as provided herein or as provided by law. If the drilling or reworking operations result on the completion of a well as a dry hole, the lease 
will not tcnttinate if the Lessee conunenccs additional drilling or re\\llrking operations within sixty (60) days aft<r th< completion of the w<ll as a dry hole, and this lease shall remain in effect s.> 
long as Lessee continues d.rilling or reworking operatioots in good faith and on a workmanlike manner wothou1 ontcrruptions totaling more than sixty (60) days. Lessee shall give written notice 10 
the General Land Office within thirty (30) days of any cessation of production. 

II. Sll UT·IN ROYAL Tl ES: For purposes of this paragraph, "well" means any well thai has been assigned a well nuntbcr by the state agency having jurisdicuon over the production of oil 
and gas. If at any time after the expiration of the primary term of a leose that, until being shut in. was being mointained in force and effect, a well capable of producing oil or gas in paying 
quanti ties is loco ted on the leased premises, but oil or gas is not beong produced for lack of swL'Ibl< production facolities or lack of a suotabl< morket, then Less<< moy pay as a shut-in oil or gas 
royalty an amount equallo $10.00 per acre. but not less than $1.200 a year for <ach well capabl< ofproducong oil or gas in paying quanuties. Tn be <ffcctive, each initial shut-in oil or gas royalty 
must be paid on or before: (I) tlte expiration of the primory tenn. (~) 60 days after the Lessee ceases 10 produce ool or gas from the leased premises. or (3) 60 days after Lessee completes a drilling 
or reworking operation in accordan~e with the lease provisions; whochever date os latesL If the shut-on ool or gas royalty os paod, the lease shall be constdered to be a producing lease and tlte 
payment shall extend the term of the lease for a period of one year from the end of the primary t<nn. or from the fust day of the month folloWlng the month in which production ceased, and, after 
tha~ if no suitable production facilities or suitable morl<et for the oil or gas exists. Lessee moy extend the lease for four more succcsst'e periods of one (I) year by pa}'lng the same amoWlt each 
year on or before the expiration of each shut-in year. 

12. COMPE SA TORY ROYAL TIES: If, during the period the lease is kept in effect by payment of the shul·m oil or gas royalty, oil or gas os sold and d<livcred in paying quantities from a 
well located within one thousand ( 1,000) feet oftlte leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain 
the lease by paying the shut·in oil or gas royalty shall cease, but th< lcose shall remain efT<ctive for the remoindcr of the y<ar for which the royalty has been paid. The Lessee may maintain the 
lease for four more successive years by ~ssee paying compensatory royally at the royalty rate provided in the lease of the morl<et value of production from the well causing the drainag• or which 
is completed in the same producing reservoir and v.ithin one thousand (I ,000) feet of the leased prerruses. The compensatory royalty ts to be paod monthly to the Commissioner begirming on or 
before tlte last day of the month following the month in which the ool or gas is produced from the well causong the dramage or that is compl<ted m tlte same producang reservoor and located Wlthin 
one thousand (1,000) feet of the leased premises; if t1te compensaw:y royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an 
amount <qual 10 the difference within thirty (30) days from the end of the 12-month period; and none of thes< provtSions Wlll rcli<ve Lessee of the obligaoon of reasonabl< development nor the 
obligation to drill offs<t w<lls as provided in N.R.C. Section 52.034; howe,er, at the determinatiOn of tlte Commissioner, and Wlth the Commissioner's wntteo approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offs<l wells. Compensatory royalty paymentS whteh are not timely patd will accrue penalty and interest an accordance with Paragraph 5 
of this lme. and Correct 
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13. EXTENSIONS: If. at the expiration of the primary tcrn1 of this lease. production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good fai01 and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office wriuen application to the Commissioner 
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Conm1issioner shall, in writing, extend this lease for a thirty (30) day period from and 
af\er the expiration of the primary 1ern1 and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being 
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the 
Conunissioner shall, in writing. again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying 
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary tcnn unless production in 
paying quantities has been obtained. 

14. USE OF WATER; SU RFAC E: Lessee shall have the right to use water produced on said land necessary for operauons hereunder and solely upon the leased prenuses; provided, however, 
Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations wimout the prior wnucn consent of Lessor. Subject to itS obligation to pay 
surface damages, Lessee shall have the right to use so much of 01e surface of the land that may be reasonably necessary for dnlling and operating wells and transporting and marketing the 
production therefrom, such usc to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface dalll3gcs in an amount set by the General Land Office fee 
schedule which is efTective on the date when the activity requiring the payment of surface damages occurs. 

IS. POLLUTION: In developing this area, Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facili ties sufficient to prevent spillage, seepage or ground water contamination. In the event 
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or o01er pollutant and shall be respo11Sible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences arow1d its slush, sump, and drainage pitS and tank bauerics so as to protect livestock against loss, damage or inJury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(ll) SU IJM ERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform. crew or supply boa~ 
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man·made non­
biodegradable items. A s ign must be displayed in a high traffic area on all vessels and manned platfonns stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
plotfonns is strictly prohibited and may subject • State of Texas lease to forfeiture." Such statement shall be in leucring of at least I" in size. 

(C) RI VERS: To the extent necessary to prevent pollution, the provisions fow1d in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds. 

(D) PENAL TV: Failure to COJl1lly with the requirements of this provision may result in the maximwn penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the 
damages caused by such failure and any costs and expenses incurred in cleaning areas afTectcd by the discharged waste. 

16. IDENTIFICATION MARKERS: Lessee shall crec~ at a distance not to exceed twenty· five (25) feet from each well on the premtscs covered by this lease, a legible sign on which shall 
be stated the name of the opera tor, the lease designation and the well number. Where two or more wells on the same lease or where wells on rwo or more leases arc connected to the same tank 
baucry, whether by individual now line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified 
at all times, either by a firnll y attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be maintained in a legible condition throughout the tcml of this lease. · 

17. ASSIGNMENTS: The lease may be tnnsferred at any time; provided, however, that the liability of the transferor to properly discharge itS obligation under the lease, including properly 
plugging abandoned wells, removing plalfonns or pipelines, or remediation of contamination at dri ll sites shall pass to the transferee upon the prior wrinen consent of the Conunissioner of the 
General Land Office. The Commissioner may require the tnnsferec to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
fi le number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fcc prcscnbcd by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all nghtS and be subject to all obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of01e lease, including any liabilities to the state for unpaid royalties. 

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any ume by recording Ote relinquishment m the county where this area is situated and filing the recorded 
relinquishment or certified copy of same in the General Land Office within ninety (90) days after itS execution accompanied by the filing fee prescnbcd by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the efTect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. Ll EN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all otl and gas produced from the area covered by Otis lease to secure payment of all unpaid royalty 
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the hen provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express contnctual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds .vhich may accrue to Lessee from the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a Otird party, and all fixtures on and ilt1lrovcments to the leased premises us•d in connection with the production or 
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure p1yment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condition of this lea.se, whether express or ilt1lhed. ThiS lien and security interest may be foreclosed with or wimout court proceedings 
in the manner provided in the Title I, Chapter 9 of the Texas Business and Conunerce Code. Lessee agrees that the Conunisstoncr may require Lessee to execute and record such instrumentS as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby representS that there arc no prior or supenor hens arising from and relating 10 Lessee's activities upon the 
above.described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true. then the Commissioner may declare Otis 
lease forfei ted as provided herein. 

20. FO RFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days aner it becomes due, or if Lessee or an tuthorizcd agent should knowingly make any 
false return or fa lse report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by 
the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or Otc Railroad Commission, or refuse the proper authority access to 01c records pertaining to operations, or if Lessee or.~ aumorizcd agent should knowingly fail 
or refuse to give correct infonnation to the proper aumority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowmgly violate any of the 
material provisions of this lease, or if this lease is assigned and the ass1gnn1ent is not filed in the General Land Office as required by law, Ote rights acquired under 

this lease shall be subject to fo rfeiture by the Conmlissioner, and he shall forfeit san1e when sufficiently infonncd of the factS whtch authorize a forfeiture. and when forfeited the area shall again 
be subject to lease to the highest bidder. under the same regulations controlling the original sale of leases. However. notlnng herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special linlitation arising hereunder. Forfeitures may be set aside and this lease and all rightS thereunder reinstated before the rights of another 
intervene upon satisfactory evidence to 01e Commissioner of 01c General Land Office of future compliance with the provisions of the law and of this leas~ and the rules and regulations that may be 
adopted relative hereto. 

Zl. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections 
52.092-52.093, as a part of the consideration moving to Lessor for 01e covenantS herein made by Lessee. 

22. APPLICA BLE LAWS AND DRILL! G RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendmentS thereto, promulgated by the Commissioner of the 
General Land Office governing drilling and producing operations on Pem~ancnt Free School Land (specifically including any rules promulgated that relate to plans of operat.ions), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may a !Teet operations under the provisions of this lease. Wimout 
limiting the generality of the foregoing. Lessee hereby agrees, by the acceptance of Otis lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions arc currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural RCSV~ ~@W~5 
and 52. 137 through 52.140. In the event this lease covers land fra nchised or leased or otherwise used by a navigation disuict or by the United Stat ~ P, sc ofnaVlg~8!l..<l~ ~r purpose 
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inciden1 10 I he operation of a pon, !hen Lessee shall no1 be en1illed 10 en1er or possess such land without prior approval as provided under Section 61. 117 of the Texas Water Code, but Lessee shall 
be en1i1led 10 develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location 1Tl3Y be nearer !han 660 feet and special permission from the 
Conunissioner of the General Land Office is necessary to lll3ke any surface location nearer than 2,160 feel measured a1 righl angles from the nearest bulkhead line or from the nearest dredged 
bouom edge of any cha1mel, s lip, or turning basin which has been authorized by the United Stales as a federal project for future construction, whichever is nearer. 

23. REM OVAL OF EQUIPMENT : Upon !he 1emtina1ion of this lease for any cause, Lessee shall not, in any event, be penniued 10 remove the casmg or any pan oflhe equipment from any 
producing, dry, or abandoned well or wells without the wriuen consent of the Commissioner of the General Land Office or hlS authorized representative; nor shall Lessee, without the wnnen 
COilSCIII of said Commissioner o r hlS authorized representative remove from the leased premises the casmg or any other eqwpmenl, 1Tl31ena!, machinery, appliances or propeny owned by Lessee 
and used by Lessee in the development and productiool of o1l or gas therefrom until all dry or abandoned wells have been plugged and unul all slush or refuse pits have been properly filled and all 
broken or d1scarded lumber, machmery, or debris shall have been removed from the premises to the sausfacuon of the said Corruruss1oner or hlS authorized representauve 

24. FO RC E MAJEURE: Should Lessee be prevented from con..,lymg with any express or i01>hed covenant of this lease, from conductmg drilling opera11ons thereon, or from producmg 011 
and/or gas therefrom aner elTon made in good faith, by reason of war, rebelhon, riots, stnkes, Hres, acts of God or any order, rule or regulat1on of governmental authonry, then while so prevented, 
Lessee's obligation to comply with such covenant shall be suspended upon proper and sausfactory proof presented to !he Comrruss1oner of 1he General Land Office m suppon of Lessee's 
comcnuon and Lessee shall not be hable for damages for failure 10 comply therewith (except in the even! of lease operations suspended as provided in !he rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking o;eralions or producing oil and/or gas from the leased 
premises; proVIded, however, !hal nothmg herein shall be consU"Ued 10 suspend the payrnenl of rentals dunng I he pnmary or extended 1erm nor 10 abridge Lessee's nghiiO a suspension Wlder any 
apphcable sta1u1e of !his Stale. 

25. LEASE SECURITY: Lessee shall take !he highest degree of care and all proper safeguards 10 pro1ec1 sa1d premises and 10 prevent then of oil, gas, and other hydrocarbons produced from 
said lease. Th1s includes, bu1 ts no1 hnuted to, the ins~allalion of all necessary equipment, seals. locks, or other appropriate proleclwe devtees on or a1 all access po1nts 11 the lease's producuon, 
gathering and Storage systems where then of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulung from then and shall pay the S1a1e of Texas royalties thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of lhel\. 

26. R EDUCTION OF PAYMENTS: If, during the primary 1erm a ponion of the land covered by this lease is included within the boundaries of a pooled unuthal has been appro•·ed by the 
School Land Board in accordance with Narural Resources Code Sections 52.151-52.153, or if, a1 any lime aner !he expiration of the primary 1erm or the extended 1erm this lease covers a lesser 
number of acres !han the Iota I amoun1 descnbed herein, payments 1ha1 are made on a per acre basis herew1der shall be reduced accordmg 10 the number of acres pooled, released, surrendered, or 
otherwise severed, so 1ha1 paymeniS determined on a per acre basis under !he 1enns of this lease during I he primary 1erm shall be calculated based upon !he number of acres outside !he boundaries 
of a pooled unit, or, if aner 1he expiration of !he primary 1em~ 1he number of acres actually retained and covered by !his lease. 

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend 10 and be binding upon the heirs, executors, admimstr.uors, successors or 
assigns of Lessee herein. 

28. ANT IQU ITIES CODE: In 1he even11ha1 any feature of archeological or historical interest on Permanent School FWld Land IS encountered during the acUVIUes authorized by !his lease, 
Lessee w ill immediately cease ac1i,~1ies and will immediately notify the General Land Office (ATTN. Archaeologist, Assel Management DIVISIOn, 1700 N. Congress Ave., Austin, Te;us 78701) 
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so lha1 adequate measures may be undenaken 10 pro1ec1 or recover such discoveries or lindmgs, as appropriate. Lessee 
is expressly placed on notice of 1he National llislorical Preservation Acl of 1966 (PB-89-66, 80 Sta1u1c 915, 16 U.S.C.A. 470) and the Anuquities Code of Texas, Chapter 191, Tex. NaL Code 
Ann. (Vernon 1993 & Supp. 1998). On stale-owned land nol dedicated 10 the Permanent School Fund, lessee shall notify !he Texas l11SIOncal Commission before breaking ground ala project 
location. An archaeological survey might be required by the commission before construction of the project can commence. Further, m !he even! 1ha1 any site, object, location, artifact or other 
feature of archaeological, scientiHc, educational, culrural or historic interest is encountered during lhe activities authorize by this lease, lessee \\~II immediately notify lessor and !he Texas 
l llSiorical Conunission so thai adequate measures may be undenaken to pro1ec1 or recover such discoveries or Hndings, as appropriate. 

29. VE UE: Lessor and lessee, including lessee's successors and assigns, hereby agree thai venue for any dlSpule arising oul of a proVISIOn of !his lease, whether express or implied. regarding 
interpretation of !his lease, or relatmg in any way to this lease or to applicable case law, statutes, or administrative rules, shall be 111 a coun of COII1>Ctenljurisdiction located in Travis Counry, Slate 
of Texas. 

30. LE ASE FILl 'G : Pursuant to Chop1er 9 of !he Tex. Bus. & Com Code,lhis lease musl be Hied of record in the off tee of !he County Clerk in any county 111 which all or any pan of the 
leased premises is located, and centHed coptes thereof musl be Hied in the General Land Office. The prescnbed nling fee shall accompany the cenified copies sen110 the General Land Office. 

• • • • • • • • • • •• • • • • • • . 
• • • • • • • ... 

• • • •• • • • • 
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True and Correct 
copy of 

Qngmal filed in 
Reeves Cou ty 

Clerks Office 



31. EXECUTIO : This oil and gas lease must be s igned and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of Texas. 

~Oil C r oration / 
LES EE 

OY: ~~-
TITLE: R Scat Woodall. Vice President 

DATE: March 21 2006 

INTESTI!II O ffice o( the Stat< ofTe~as w•dcr lhc seal of lhe General !..and Office. 

s TATEOF Co lorado {CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _ _.Q.t.Je..,OLLV.LJ..e.._r _____ _ 

BEFORE ME. the Wldersigned authority, on this day personally appeared. __ .l.JR.____,S.._c ... aJ..t,__.JCWuD..uOu.du.<:aL]L]..__ _________ _ 

------Lf-'oLLLr..~:e:..s~t.~...-..,~041.._· ..J.l-.~C...coLLLr-\opLlo.u.r.llaut~JL. ~OCLOL_ ____________ and acknowledged to me that he executed the same 

for the pwposes and consideration therein expressed, in the capacity stat<d, and as the act and deed of sa1d corporation. 

Given under my hand and seal of office tl1is the,_--t2:-:ll:----day of -t4aHr~c~hl----~-----:~""'-:~.---' 20~~. 

"•-"- -~ .. ~~~--4'0!.1~~~ \ r --- -, ~ Notary Public an and for_ -'(-OU-l)..J.o.u...r.caud.Lau.. ___ ___ _ 
~ F' ' '\' ! I ' (' ~ •• ~ ~.L'0.l•i:~l.' f !'' :;1 n ... Lt v I'··'"· t ...J . .. ....... .. , ••. ; I I JOT'~" I 'Lr' I " "'-• -,- r.,. " r 1 f 1· ' r!"' 

1
j\ : ·-. : h~~--··-~--~~~:~-=· , .. \---~~:·:"_.) __ :~ 

.. t:...:...JI>O•i.ft4'"l! .. l\;..~...#J-..J~~~ ... ~~.:-~. 

STATE OF ___________ _ (INDIVIDUAL ACKNOWLEOGI\IENT) 

COUNTY OF __________ _ 

Before me, the Wldersigned authority, on this day personally appeared. _____________________ _ 

known to me to be the persons whose names are subscnbed 10 the foregoang 1nstrwnen~ and acknowledged 10 me that they executed the 
same for the pwposes and cons1dention therein upressed. 1 1 

II 
Given under my hand and seal of office this the. _______ .day of _____ -:-...,.:-:-::-;:-::;::;--;----' 20.-:-----

• • • • • • • • • • •• • • • • • • • 

• • • • • • :·: • • • • ••• • 

r 
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, . 

Nowy Public 1D and for _____________ _ 

True and Correct 
copy of 

Ongtnal filed in 
Reeves County~ 
Clerks Office 

•.. 
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FOREST OIL CORPORATION 

March 27, 2006 

Robert Hatter, Director 
Mineral Leasing Division 
Texas General Land Office 
P.O. Box 12873 
Austin, TX 787 11 -2873 

Re: tate 7 1- 1 Well 
Section 7 I , G.A. Franklin Survey 
Reeves County, TX 
0 & G Lease . 1- I 061 I 6 

Dear Mr. Hatte r, 

1. , I. lh I • 

Forest Oil Corporation is making final preparations to drill the above referenced well 
with operations scheduled to commence within the next 2 weeks. The well is expected to 
be drilled to approximately 17, 750'. Enclosed is our surface damage check in the amount 
of $ 16,000.00. 

Also enclosed is the Railroad Commission Permit to Drill . Please feel free to contact the 
undersigned at (303) 8 12- 1732 if you require anything further. 

Sincerely, 

Garth Berkeland 
Senior Landman 

• ••• • • • • • • • • . • • • 
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API No 
42-389-32407 RAILROAD COMMISSION OF TEXAS FORMW-1 0712d04 

Dnlling Permnll OIL & GAS DIVISION 
616361 Penn it Status: Approved 

SWR Exception Case/Docket No . 
APPLICATION FOR PERMIT TO DRILL, RECOM PLETE, OR RE-ENTER 

nusfacswule W-1 was generated electronically from data submmed to the RRC. 
A cenificauon of the automated dot a 1s available in the RRC's A us tin office . 

I RRC Operator No 2 Operator's Name (as shown on form P-5, Orgamzauon Report) 3 Operator Address (include street, city, state, ztp) 

275740 FOREST OIL CORPORATION 
4 Lease Name 

I 
5. Well No 

STATE 71 1 

GENERAL INFORMATION 

6 Purpose oflihng (mark ALL appropnate boxes) IX] NewDnll 0 Recompletion 0 Reclass 0 Fteld Transfer 0 Re-Enter 

0 Amended 0 Amended as Drilled (BHL) (Also File Form W-1 D) 

7 Well bore Profile (mark ALL appropnate boxes) GO Vertical 0 Honzontal (Also File Form W-1 H) 0 Dtrectional (Also F1le Form W-1 D) 0 Sidetrack 

8 Total Depth I 9 Do you have the nght to develop the 00 Yes 0 No II 0 ls this well subject to Statewide Rule 36 (hydrogen sulfide area)? 0 Yes IX] No 17750 mtnerals under any nght-of-way? 

SURFACE LOCATION AND ACREAGE INFORMATION 
II RRC Dtstr1ct No. 1 12 County 

1 13 Surface Location GO Land 0 Bay/Estuary 0 0 Offshore 08 REEVES Inland Waterway 

14 Thts well 1s to be located 19.8 m1les tn a NW d1recuon from Pecos which is the nearest town tn the county of the well Site 

IS Secuon 116. Block 117 Survey 118 Abstract No 19 D1stance to nearest lease hne 20 Number of conuguous acres tn 

71 STATE OF TEXAS A- 1320 n lease. pooled umt, or umttl.ed tract: 560 

21 Lease Perpendiculars: 1320 n from the NORTHEAST line and 1320 n from the NORTHWEST line. 

22 Survey Perpendiculars: 1320 n from the NORTHEAST line and 1320 n from the NORTHWEST hne 

23 Is th1s a pooled unit? 0Yes IKJ No 1 24 Umuzation Docket No 125 Are you applymg for Substandard Acreage Fteld? 0 Yes (attach Form W-I A) IKJ No 

FIELD INFORMATION List all fields of anticipated completion Including Wildcat List one zone per line. 
26 RRC 27 Fteld No. 28. Field Name (exactly as shown tn RRC records) 29. Well Type 30. Completion Depth 31 Dtstance to Nearest 32. Number of Wells on 
Dtstnct No Well in thts Reservoir this lease in this 

Reservoir 

08 00018001 WILDCAT Gas Well 17750 0.00 1 

BOTTOMHOLE LOCATION INFORMATION Is required for DIRECTIONAL HORIZONTAL, AND AMENDED AS DRILLED PERM1TAPPUCATIONS --· .. .. - ·-· 
Bflmilrllli ~flr:lifll<illfl; 

1 certtfy that mformat1on stated tn th1s applicauon IS true and complete, to the 
best of my knowledge 

Cind:i Bush, Sr.Regulato!::i Tech Mar 23, 2006 
Name of filer Date submttted 

RRC Use Only Data Validation Time Stamp: Mar 24, 2006 10.49 AM( Current Version) 
(303)8121554 cabush@.forestoil .com 

Phone E-ma1l Address_{OPTIONAL) 

Page 1 of 1 



Railroad Commission ofTexas 

CONDIT IONS A D I STRUCTIONS 

Permit Inva lida tion. II is the operator's responsibil ity to make sure that the permitted location complies with Commission density and spacing 
rules in effect on the spud date. The permit becomes invalid automatically if, because of a field rule change or the drilling of another well, the 
stated location is not in compliance with Commission field rules on the spud date. If this occurs, application for an exception to Statewide Rules 37 
and 38 must be made and a special permit granted prior to spudding. Failure to do so may result in an allowable not being assigned and/or 
enforcement procedures being initiated. 

Permit expira tion. This permit expires two (2) years from the date of issuance shown on the permit unless actual drilling operations have begun. 
The permit period will not be extended. If a permit is materially amended, the expiration date is two (2) years from the time the amended permit is 
issued. 

Dri lling Permit ' umber. TI1e drilling permit number shown on the permit MUST be g1ven as a reference with any notification to the diStriCt (see 
below), correspondence, or application concerning this permit. 

Rule 37 Exception Permits. This Statewide Rule 37 exception permit is granted under either prO\ ision 37 (h)(2)(A) or 37(hX2)(B). Be advised 
that a permit granted under 37(h)(2)(A), notice of application, is subject to the General Rules of Practice and Procedures and if a protest is received 
under Section 1.3, "Filing of Documents," and/or Section 1.4, "Computation ofTime," the permit may be deemed invalid. 

Before Drilling 

Fresh Water and Protection. The operator must set and cement sufficient surface casing to protect all usable-quality water, as defined by the Tx 
Natural Resource Conservation Commission. Before drilling a well, the operator must obtain a letter from the Texas Natural Resource 
Conservation Commission stating the depth to which water needs protection, Write: Texas Natural Resource Conservation Commission (Surface 
Casing-MC 151 ), P.O. Box 13087, Austin, TX 78711-3087. File a copy of the letter with the appropriate district office. 

During Drilling 

Permit 11 1 Drilli ng it e. A copy of the Form W-1 Drilling Permit Application, the location plat, a copy of Statewide Rule 13 alternate surface 
casing setting depth approval from the district office, if applicable, and this drilling permit must be kept at the permitted well site throughout 
drilling operations. 

• otificat ion of etting Casing. The operator MUST call in notification to the appropriate district office (phone number shown the on permit) a 
minimum of eight (8) hours prior to the setting of surface casing, intennediate casing, A D production casing. The individual giving notification 
MUST be able to advise the district office of the drilling permit number. 

Completion of Drilling 

Produ cing Well. Statewide Rule 16 requires that the operator submit a Form W-2 (oil well) or Form G- 1 (gas well) to the appropriate 
Commission district office within thirty (30) days afier completion of such well. Completion of the well in a field authorized by this permit voids 
the permit for all other fields included in the permit unless the operator indicates on the initial completion report that the well is to be a dual or 
mulliple completion and promptly submits an application for multiple completion. All zones are required to be completed before the expiration 
date on the existing permit. Statewide Rule 40(d) requires that upon successful completion of a well in the same reservoir as any other well 
previously assigned the same acreage, proration plats and P-15s (if required) must be submi tted with no double assignment of acreage. 

Dry or 'oncommercia l llole. Statewide Ru le 14(b)(2) prohibits suspension of operations on each dry or non-commercial well wi thout plugging 
unless the hole is cased and the casing is cemented in compliance with Commission rules. If properly cased, Statewide Rule 14(b)(2) requires that 
plugging operations must begin within a period of one ( 1) year after drilling or operations have ceased. Plugging operations must proceed with due 
di ligence until completed. An extension to the one-year plugging requirement may be granted under the provisions stated in Statewide Rule 
14(b)(2). 

Intention to Plug. The operator must file a Form W-3A (Notice of Intention to Plug and Abandon) with the district office at least five (5) days 
prior to beginning plugging operations. If, however, a drilling rig is already at work on location and ready to begin plugging operations, the district 
director or the director's delegate may waive this requirement upon request, and verbally approve the proposed plugging procedures. 

• 'o tifica tion of Plugging a Dry llole. The operator J\1UST call in notification to the appropriate district office (phone number shown on permit) a 
minimum of four (4) hours prior to beginning plugging operations. The individual giving the notification MUST be able to advise the district office 
of the drilling permit number and all water protection depths for that location as stated in the Tx Natural Resource Conservation Commission leuer. 

*NOTIFICATION 

The operator is REQUIRED to notify the district office "hen selling surface casing, intermediate casing, and production casing, or when plugging a 
dry hole. Time requirements are given above. The drilling permit number MUST be given wi th such notifications. 

PllONE 
(5 12) 463-675 1 

• • • • • • • •• • • • 

• ••• • • • • • • • • •• - -

DIRECT INQUIRJES TO DRILLING PERMlT SECTION, OIL AND GAS DIVISION 

Page 1 of 2 
• • • • • • • • • • • • • . .. 

MA IL: 
PO Box 12967 

Austin, Texas, 787 11-2967 



RA ILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

PERMIT TO DRJLL, DEEPEN, PLUG BACK, OR RE-ENTER ON A REGULAR OR ADMfNISTRATIVE EXCEPTION LOCATION 

PERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRJCT 

616361 Mar 24, 2006 * 08 

API NUMBER FORM W- 1 RECEIVED COUNTY 

42-389-32407 Mar 23, 2006 REEVES 

TYPE OF OPERATION WELLBORE PROFILE($) ACRES 

NEW DRILL Vertical 560 

OPERATOR NOTICE 275740 
FOREST OIL CORPORATION 

This penn it and any allowable assigned may be 
revoked 1 f payment for fee(s) submitted to the 
Comm1ssion IS not honored. 
Di trict Office Telephone 'o: 

( 432) 684-5581 
LEASE NAME WELL NUMBER 

STATE 71 1 

LOCATION TOTAL DEPTH 

19.8 miles NW direction from PECOS 17750 

Section, Block and/or Survey 

SECTION -( 71 BLOCK -( ABSTRACT -( 

SURVEY -< STATE OF TEXAS 

DISTANCE TO SURVEY LfNES DISTANCE TO NEAREST LEASE LfNE 
1320 ft. NORTHEAST 1320 ft. NORTHWEST 1320 ft. 

DISTANCE TO LEASE LrNES DISTA CE TO 1EAREST WELL 0 LEA E 
1320 ft . NORTHEAST 1320 ft . NORTHWEST See FIELD(s) Below 

FIELD(s) and LIMITATIONS: 

. SEE FIELD DISTRICT FOR REPORTING PURPOSES . 
FIELD NAME ACRES DEPTH WELL# DIST 

LEASE NAME NEAREST LEASE NEAREST WELL 

-- ----------------------- ------------- -- ---- --- --------------------- ------ -- ------- -- ------- ---
WILDCAT 560.00 17,750 1 08 

STATE 71 1320 0 

RESTRJCTJONS: Permitted for gas only . 
This is a hydr ogen sulfide field . This well shal l be drilled in accordance with SWR 36 . 

THE FOLLOWING RESTRICTIONS APPLY TO ALL FIELDS 
This well shall be completed and produced in compliance with applicable spec1al field or statewide spacing and density rules. If this 
well is to be used for brine mining, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas in 
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, including 
drilling, of the well in accordance with Statewide Rules 81, 95, and 97. 

.. 
• • 
~ . 
•• • 

• Data '-''l~atipn Timc .')tamp: Mar 24, 2006 10:5 I AM( Current Version) 
• • • • • • • • • • • • • • • • • • • • • •• • • 
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FQREST. O IL CO RPOR ATIO N 

:~: <::: /}R~F~~E@cE' : I.NVOICE PATE ti'JVOICE NO, 

o6·o 3 -AP-7 55 03/22/06 032206 . CKRE . Q 
ATTACH MENT 

m-;o~ II? 

•• • • ••• 
••• • ••• 
• 

• •••• • 
•• • • • . 
•• • • • 

:.::=: ... .. ·.·.··::::::·:·:=: ·::=::·{\, ·:· :: VENDOR 

101978 3 TEXAS GENERAL LAND OFF ICE 

INVOICE AMT. PRIOR PAYMENT 

16000 . 00 0.00 

060 

:;:::::::::=:::::=::·::::{' CHECK DATE 

03/24/06 

000020 11 3620 

Check No 497331 
DISCOUNT AMOUNT PAlO 

X 
16000.00 

34157 
10( 

r . 0 
~ a ' 
- :I: ;v - ;_,, 
·~ - -:J .-n 

(.,.) -} - -r [ : i . ~ -
'· - c'"'" -· ...... 
( - rr: -.. ... _.) ·-. . 
' + 'J 

I 

T OT AL I 16 , 000 . 00 • 
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F OREST OIL CORPORATION 

7( 7 lj; 1 nli Jlllt r'flr< I • Yr(("/i f/N 

9ou; '6- k.rark J( ... {,. ( () 1.1-1/i(( 

!\ ugust 2, 2006 

Robert I latter 
Mineral Leasing Division 
Texas General I ann Office 
P. 0 Box ; 2873 
1\ustin. TX 7871 1-2873 

Re: Oil & Gas Lease t: \ l- 10o l1 o 
Roadway and Pipeline Payments 
ection 71, G.A. Frankli n urvey 

Reeves ounty. Texas 

Dear Mr. I latter, 

Pursuant to our discussions, Forest Oil Corporation is making final preparations to begin 
construction a pipeline connect to our tate 71-1 Well. Forest plans to construct the 
pipeline and assign it to the Pipeline company. Enterpri se. 

Paragraph l .f of the Oil and Gas Lease grants the right to construct roads and pipelines as 
necessary for drilling and operating the well. Please advise if you require a formal Right­
Of - Way /\greement in order for us to assign the pipeline to Enterprise. 

Enclosed is a survey plat showing the lease road. The pipeline wilt be constructed along 
the side o f the road. Also enclosed is a check fo r the surface damages outlined as 
fo llows: 

Roadway 99.95 Rods @ $8.00 per Rod = 
Pipeline (4"') 99.95 Rods @ $ 15.00 per Rod = 

TOT/\L 0/\MAGE 

$ 799.60 
$1,499.25 

2,298.85 

Thank you for your cooperation. If you have any questions please call the undersigned at 
(303) 8 12-1732. 
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Please sign and return one copy of thi s letter to the undersigned. 

Sincerely, 

~~~ 
Senior Landman 

Received and accepted this ____ day of August, 2006. 

Texas General Land Office 
By: ------------
Ti tl e: -----------
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(151871} 
(128~2} 

(114086} (S-2867} 
Block 2, 

H. & G.N. RR. Co. 
24 23 

35 
(S-281J} 

TOTAL: 

N 58'00'10" £ 5285.50' 

S«tion J5 
2~1.01 Ft. = 147.70 Rods 

(Grid Distance} 
2~7.~7 ft = U7.7J Rods 

(Surface Dis/once} 

• 
' ./ 

D+OO. 00 - ll? Existing Rood 
Latitude - J1'J8'59.J99. N 
Longl1ude - 103"-18'/J. OJJ' W 

' / 

'-\' "" 
\ 
\ 
\ 
\ 
\ 
\ s 52'40'38" [ ' 

4012.95' \ 

/ 
/ 

/ 
/ 

' \ 
\ 
\ 
\ 
\ 
\ 
\ 
\ 

/ 
/ 

/ 

4085.95 Ft. z 247.6J Rods 
(Grid Dis/once) 

4086.72 Ft. "' 2~1.68 Rods 
(Su~ Dislonct) 

\ 

Fnd. 1 1/2' IP s 58'00'09" w 5285.50' 

\ 
\ 

' ' ' 

/ 

/ 
/ 

/ 

/ 

/ 
/ 

/ 

/ 
/ 

/ 

/ 
/ 

/ 

/ 
/ 

/ 
/ 

/ 
/ 

/ 
/ 

/ 
/ 

/ 
/ 

(8J()10) 

30 
Fnd. 1 1/2' fP 

22 

/ 
/ 

/ 

24+37.01 - Block Line 

S«tion 71 
1648.94 Ft. = 99.93 Rods 

(Grid Oislonce) 
1649.25 Ft. = 99.95 Rods 

(Surface Dis/once) 

\ 
\ 

' \ 
\ 
\ 
\ 
\ 

71 
G.A. Franklin 

(S.F. 8315) 
40+12.95 - P.l 

Lotitudt - 31"38'36.291" N 
Longitude - 103'42'35.277" W 

~0+85.95 - E.O.L 
Latitude - 31 'J8'J6.J86• N 
Longitude - 10J"42'J~.#O· W 

C£NT£RUN£ DESCRIPTION of 
A Proposed Rood In 

Secflon 35, Block 2, H. .t C.N. RR. Co. .t 
Secflon 71, C.A. Franklin Survey, 

Reeves County, Texas 

\ 

' \ \ 
\ 
\ 
\ 

I 
N 84'10'26" E 

73.00' 

JI-Sfole "71" 
0 

B!glnnlng of Rood SJoJ/on 0+00, on on uisllng rood and on /he cenletline of /his proposed rood, from which o I I /2 inch iron pipe 
found for fhe mosl soulherly comer of 5«/ion 35, Block 2, H . .t C.N. RR. Co. bears S 22'09'11• If 3893.00 feel; 

Thence S 52"40'38• [, wllh !he cenlerllne of /his proposed rood, 2437.01 feel pass /he soulheosf line of said Sec/ion 35, o folol 
dis/once of 4012.95 feel lo Rood Slolion 40+12.95, o P.l. of 43'08'56" deflection lefl; 

Thence N 84'10'26" [, wllh /he cenlerllne of lhls proposed rood, 73.00 feel lo Rood Slolion 40+85.95, /he end of lhis proposed rood, 
from which o 1 1/2 Inch Iron pipe (Qund for thf mosl N sferly comer of sold Secllon 35 bears N 8'U'47" If 1639.81 fffl. 

Note: Survey Recons/IIJction fkd in the Office of Luchini and llerii Land Surte)ing Compony. 
Note: AH bt!orings and coordinates shown are basM on the Texas Coarrfinote Sysltm of 1927, ~lrrl Zone. 

A combinM grid loclar of 0.9998128 must be dillid«< in/a all distances to obtain o ~ horizon/a distance. 
Note: fie numher. 

Proposed Rood Plot 

FOREST OIL CORPORATION 
Proposed Road in 

Sec/ion 35, Block 2, 
H. &- G.N. RR. Co., &­

Sec/ion 71, G.A. Franklin Survey, 
Reeves County, Texas 

Scale: 1" = 1 000' 
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' REFEREN CE INVOICE DATE INVOICE: NO. 

060 8 - AP-1 2 07/29/ 0 6 0729 0 6 . CKRE 
Q 

REM I TT 1\NCE 

•• • • ••• ... 
• ••• 

• 
• • •• 

• 
•• • • •• 

·:·· VENDOR 

1 0 19 78 3 TEXAS GE NE RAL LAND OFFICE -

INVOICE AMT , 

229 8. 85 

'::;:;: :·:=:=·-:::::::=:: 

0000 1 5 181 26 1 

Check No. 510854 
PRIOR PAYMENT DISCOUNT AMOUNT PAID 

0 . 00 'I 229 8 . 8 5 

06054 )83 rlfl-
(~ ) 

I 

~ -
l ::-s . 1::: 
! f) 

. , 
I • • -

I ~ -' - f-J I ., 
r , r --. 
I ~ . 

) 

;. 
.) 

i 
r 1:·.;; 

CHECK DATE I 

08 /0 1/06 TOTAL I 2 , 298 . 85 -



~ R'-·~--------------------------

Patterson, CommiSSlonet 

•• 
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fM 18009039 092005 

.. 
COUNTY 

REEVES 

IMPORTANT 
Tho AIUchod chock is lor 1ht puson(s) n•mod •bovo. PLEASE DATE, SIGN AriD RETURtl 
THIS RECEIPT on tht day you rtceivt rt . If directed to .11 b.1nk, pkue deposit tht .1mount to 
the credit or the person(s) n.1med above .1nd da1t , sicn 1nd return the receipt on the day you 
uctive it. If correspondence is required, plnst m.1kt reference to lust number. 

DATE: 

SIGN HERE: 

FOREST OIL CORPOR AT IO N / 

TX 727 

07012793 

000014 212565 

RENTAL PERIOD 
MOS. BEGINNING 

12 01/17/07 
# M-106115 

C ) 
DEPOSIT TO THE CREDIT G>F1 • • •• •• •• 

PAYABLE TO: 
COMMISSIONER OF GENERAL 
LAND OFFICE 
17 00 N CONGRESS AVE 
AUSTIN , TX 78701 

C h eck No . 809711 

.. 
• 
• • ••••• • • 

• 
•• • • • • • •• 
• ••• • • •••• 

• 
••• • . • •••• 
•••• • • • •• • 

ltl PAYMEtiT OF DELAY REN TAL SHU T- Itl ROYAL TY/ Mitl. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUAIIT TO THE TERMS OF LEASE IDENTIFIED HEREIU 

I LEASE I 
LEASE NO. DATE I I RECORDED I RENTAL PERIOD 

COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036- 000006 01/17/06 EEVES 
STATE OF TEXAS M 106 11 6 
PROPERTY DESCRIPTION: 

Prospect : MIRROR 

Twp Blk Sec 
O.A. FRANKLIN SURVEY 71 

Or a cs : 567.0000 Net acs: 567. 0000 
ALL 

TX 727 679 12 01/17/07 
Seri al # M-106115 

DEPOSIT TO THE CREDIT OF: 

PAYABLE TO: 
COMMISSIONER OF GENERAL 
LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN , TX 78701 

TOTAL AMOUNT: 
RENTAL AMOUNT: 

BANK CHARGE: 

2 ,835 . 00 
2,835.00 -



•• • • • • •••• 
• •• • . . •••• 

• 
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• 

COUNTY 

REEVES 

IMPORTANT 
The Anached check os lor the person(s) named above PLEASE DATE. SIGN AND RETURN 
THIS RECEIPT on the day you receove 11 II dorected to a bank. please deposotthe amount to 
the credo! of the person(s) named aboVe and date, sogn and retum the receopl on the day you 
rece1ve 11 If correspondence IS requ~red, please make reference 10 lease number 

DATE: 

SIGN HERE: 

TX 727 

000011 016607 

RENTAL PERIOD 
MOS. BEGINNING 

679 
Serial 

12 01/17/08 
II M-106115 

DEPOSIT TO THE CREDIT OF: 

PAYABLE TO: 
COMMISSIONER OF GENERAL 
LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN, TX 78701 

Check No. 810360 

RECORDED RENTAL PERIOD 

• • •••••• • 
•• • • • • • • • 

• 
•• • • • • • •• 
••• • • • •• 

• .... 
• • •••• 
••• • • • •• 

LEASE NO. COUNTY BOOK PAGE MOS. BEGINNING 

05036-000006 
STATE OF TE 
PROPERTY DES 

Prospect: MI 

Twp Blk Sec 
G.A. FRANKLIN SURVEY 71 

Gr acs: 567.0000 Net acs: 567.0000 
ALL 

TX 727 679 12 01/17/08 
Serial II M-106115 

DEPOSIT TO THE CREDIT OF: 

08008266 

PAYABLE TO: 
COMMISSIONER OF GENERAL 
LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN, TX 78701 

TOTAL AMOUNT: 
RENTAL AMOUNT: 

BANK CHARGE: 

I 
._2, 835.00 

2,835.00 

• 



• • •••••• • 
• •• • • • .. . 
• 

• •• • • • •• • 
• • •• • • •• 

• 
•••• • • •••• 

••• • • • • 

File N() 



000023 262369 

I 
Fok TOIL CORPORATIO V Check No. 471989 

REFERENCE INVOICE DATE INVOICE NO. INVOICEAMT. PRIOR PAYMENT DISCOUNT AMOUNT PAID 

0812-AP-2545 12 /0 2 /08 12 0308CKREQ 23654 . 00 0.00 23654 . 00 

09(06334 

•• • • . 
• • 

••• • • ••• 
• 
• • • • • • • 

• • •••• • 
• 
• • • • • •• 

• 

\\9\ 
• •••• • 

• 
VENDOR CHECK DATE 

12 /04 /08 TOTAL i--- 23 ,654 . 00 • 101978 3 TEXAS GENERAL LAND OFFICE 
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FOREST OIL CORPORATION 

707 Seventeenth Street • Suite 3600 

Denver, Colorado 80202 (303) 812-1400 

December 8, 2008 

Mr. Robert Hatter 
General Land Office 
P.O. Box 12873 
Austin, TX 78711 

Re: State 7 1-2 Well 
Lease o. M-1 06 116 
Section 71, G.A. Frankl in Survey 
Reeves County, Texas 

Dear Mr. Hatter, 

Pursuant to our telephone conversation, Forest Oil Corporation is preparing to drill the 
above referenced well. Enclose is Forest' s check # 47189 in the amount of $23,654.00 
For surface damages as outlined below: 

Location Fee 
Water Usage 
New Road (12 1.2 rods X $ 12) 
Caliche (3,900 yds@ $3/yd) 
TOTAL DAMAGES 

$8,000.00 
$2,500.00 
$ 1,454.00 

$ 11.700.00 
$23,654.00 

Please acknowledge receipt of our check by signing where indicated below and returning 
one copy of this letter to the undersigned. 

Thank you for your cooperation. 

~~ 
~B~rkeland 

Senior Land Advisor 

Received this _ day of December, 2008. 

Texas General Land Office 
By: _________ _ 
Title: -------------------
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FOREST OIL CORPORATION V Check No. 811435 
IN PAYMENT OF DELAY RENTAL SHUT·IN ROYALTY/MIN. ROYAL TV TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN -.---- I LEASE I I I RECORDED I RENTAL PERIOD 

LEASE NO. DATE COUNTY ST. BOOK J PAGE MOS. 1 BEGINNING 

05036-000006 01/17/06 REEVES TX 727 679 12 01 / 17/09 
STATE OF TEXAS M 106116 Serial # M-106115 
PROPERTY DESCRIPTION: DEPOSIT TO THE CREDIT OF: 

••• • • •• 
••• . 
••• 

•• 
••• 

• •• ••• • • 

• • I • • • • • 
• •• ••• • • 

• 

Prospect: MIRROR 

G.A. FRANKLIN SURVEY 
Gr acs: 567.0000 
ALL 

Twp Blk 

Net acs: 567.0000 

Sec 
71 

PAYABLE TO: 
COMMISSIONER OF GENERAL 
LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN, TX 78701-1495 

TOTALAMOUNT~. H,175.00 
RENTAL AMOUN'Ti 14, 175. oo 

BANKCHARG . • 



I 
I 

/ 

••
• 

••
• 

••
 • 

• 
. 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• 

• 
••

 
• 

• 
••

 
• 

• 
• 

• 
• 



• 

FOREST OIL CORPORATION Check No. 812343 
IN PAYMENT OF DELAY RENTAL SHUT-IN ROYAL TV/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

I LEASE I I I RECORDED I RENTAL PERIOD 
LEASE NO. DATE COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036- 0 00006 0 1 / 17 / 06 REEVES TX 727 679 12 01 / 17 / 10 
STATE OF TEXAS M 106116 Serial # M- 106115 
PROPERTY DESCRIPTION: DEPOSIT TO THE CREDIT OF: 

Prospect: MIRROR 

Twp Blk Sec 
G.A. FRANKLIN SURVEY 71 

Gr acs : 567.0000 Net acs: 567.0000 
ALL 

MF- ;p~ 1_10 
• • • • • •• • • • • • • • • • • • • • • • • • • • 

••• • • • • • • • 

••• • • • •• • 

PAYABLE TO: 
COMMISSIONER OF GENERAL 
LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN, TX 78701-1495 

TOTAL AMOUNT: )( 14,175. oo 
RENTAL AMOUNT: 14, 175. oo 

BANK CHARGE: • 



File No. / 0 ~ I 1 ' l I 

Rit>JlAL PAYMENT 
Date Filed: Is. - I \ ,....u 9 

Jerry E. Patterson, Conumssioner 

By~ 

••• ••• • • • • • • • • • • • • • • • • • • • • • • • • •• . • • • • • • • • • • • • • • • • 



TEXAS ERAL LA OFFRCE 
jERRY PATTERSON, COMMISSIONER 

December 15, 2010 

I, J erry E. Patterson, Commissioner of the General Land Office of the State of Texas, do hereby certify 
that the pa pers , records , and documents of said office show; 

This Certificate of Fact is limited, as requested by Kenneth Gray, and covers M-1 06116 only; 

That on January 17, 2006, pursuant to the Texas Natu ral Resources Code Chapters 32, 33, 51 , and 
Chapter 52, Subchapters A-D and H, and subject to all rules and regulations promulgated by the 
Commissioner of the Texas General Land Office and/ or the School Land Board, pursuant thereto, and all 
other applicable statutes and amendments to said Natural Resources Code, JERRY E. PATTERSON, 
Commissioner of the Texas General Land Office, executed and delivered State Oil & Gas Lease M- 106116, 
covering "Section 71, G.A. Franklin Survey, Reeves County, Texas, containing approximately 567 acres, 
as shown on the official map of Reeves County, Texas now on ftle in the Texas General Land Office, 
Austin, Texas," to FOREST OIL CORPORATION, for a cash bonus of$1,052,919.00, with a primary term 
of Five (5) years, an annual delay rental of$25.00 per acre, and a royalty to the State of One-Fourth (1 / 4) 
of the produc tion of oil and gas from the tract, subject to the variable royalty reduction provision, and, 
upon the payment of the cash bonus due, and the 1.5% statutory sale fee when required , a copy of the 
lease was fLied in the Texas General Land Office on January 17, 2006, in Mineral File M- 106116; 

That on December 2 1, 2009, effective date November 1, 2009, FOREST OIL CORPORATION and 
FOREST OIL PERMIAN CORPORATION, collectively, assigned to SANDRIDGE EXPLORATION AND 
PRODUCTION, L.L.C., various interests in lease M-106116, and reference to said assignment is herein 
made for all purposes to the instrument which was fLied of record in Book 835, Pages 9 2-1 2 1, Official 
Public Records, Reeves County, a certified copy of which was filed in the Texas General Land Office on 
June 3 , 20 10 , in Mineral File M-40133; 

That the latest rental payment for State Oil & Gas Lease M-1 06116, for the period J anuary 17 , 2010, 
to J anuary 17, 20 11 , was received in the Texas General Land Office on December 15, 2009; 

IN TESTIMONY WHEREOF, I hereto set my hand and seal of said office the first date a bove written. 

JERRY E. PATTERSON 
COMMISSIONER OF THE GENERAL LAND OFFICE 

JEP/ wt 
Name 

Dicta No. : 
Fee: 
Files: 

Kenneth H. Gray / ENERGEN RESOURCES 
3300 North "A" Street, Building 4 , Suite 100 
Midland , TX 79705 
2011- 18 
$200.00 
MF- 1061 16 , MF-40133 

Stephen F. Austin Building • 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711 -2873 

512- 463-5001 • 800-998-4GLO 

www.glo.state.tx.us 





December 8, 2010 

Mr. Robert Hatter 
Texas General Land Office 
P.O. Box 12873 
Austin, TX 78711 -2873 

Re: Consent to Assign Oil and Gas Leases 
Reeves County, Texas 

Dear Mr. Hatter: 

SandRidge Exploration and Production, LLC respectfully requests your consent to 
assign certain depths in the leases described below to Energen Resources Corporation. 
Such depths being conveyed are defined below the leases. 

State of Texas M106115 
State of Texas M10611 6 
State of Texas M1 06128 
State of Texas M1 06129 
State of Texas M1 06130 
State of Texas M1 06131 
State of Texas M1 06130 

All Limited to the surface down to 600 feet below the top of the Wolfcnmp formation, being 
11 ,550 feet, appearing on the Schlumbcrgcr Density/Neutron log fo r the Verm cjo 58-I Well 
(APT: 42301312480000) logged on February 7, 2006. 

Upon your earliest convenience please signify your consent to assign such interests 
through a written letter addressed to my attention. As soon as we receive a recorded 
copy of the assignment we will provide you with the same. If you have any additional 
questions please do not hesitate to contact me at 405.429.5757 or 
msmith1 @sdrge.com. 

Sincerely, 

SandRidge Exploration and Production, LLC 

!K~lJ'~ 
Mark W. Smith 
Sr. Landman 

Discovering Beneath j Exploring Beyond '" 

123 RobertS. Kerr, Oklahoma City, OK 73102-6406 • Phone 405·429-5500, Fax 405·429·5975 • sandridgeenergy.com 





~r JEX.A§ 

December 9, 2010 

Mark W. Smith, Sr. Landman 
SandRidge Exploration and Production, LLC 
123 Robert S. Kerr 
Oklahoma City, Oklahoma 73102 

Re: Consent to Assign Oil and Gas Leases 
Reeves County, Texas 

Dear Mr. Smith : 

ERJ-\.L L J\. 

We hereby acknowledge receipt of your letter dated December 8, 2010 concerning the 
proposed assignment of various state Oil and Gas Leases situated in Reeves County to Energen 
Resources Corporation. The General Land Office interprets the assignment language in 

Paragraph 17 of the leases to limit the transfer of obligations only when there are actual 
liabilities incurred under a lease, such as plugging abandoned wells, removing pipelines, 
remediating drill sites and remitting unpaid royalties, interest or penalties due. If there are no 
existing liabilities, the leases may be transferred at any time without the written consent of the 
Commissioner. 

Accordingly, we will accept for filing a certified copy of the Assignment to Energen as described 
in your letter. Absent an existing liability owed to the state, the assignee shall succeed to the 
rights and obligations under the leases. 

Please let me know if you have any questions or if I may be of further assistance. 

Sin~~/[___ 
Ri~rt B. Hatter, Director 
Mineral Leasing Division 
(512) 475-1542 

Stephen F. Aus1in 13uilding • 1700 'orrh Congress ,\ venue · Austin, Texas 78701-1495 

Post OfTtcc Box 12873 • Au,rin, Texas 7871 J -2873 

512-463-5001 • 800-998 4CLO 

\\ ww.glo.,rate.rx.u~ 





(4/21 /2011) Harriet Dunne- Re: Section 71 , G A Franklin Survey, 567 acres in Reeves County- MF-106116 

From: 
To: 
Date: 
Subject: 

Harriet Dunne 
George Martin; Ronald Widmayer; Tracey Throckmorton 
4/ 21/ 2011 1:37 PM 
Re: Section 71, G A Franklin Survey, 567 acres in Reeves County - MF-106116 

Ron and I have looked at this. I have the file. I'm not sure exactly where I am in the process, but I do 
know that SandRidge assigned rights from surface to 600' below top of Wolfcamp to Energen in Dec 
2010. The primary term expired Jan 17, 2011. We have been trying to determine if Energen started a 
well before the end of the primary term. 

I have a feeling they did start a well but it was too new for Drillinginfo the last time we looked. I'll look 
at it again. I'm sure I need to write Energen a letter to determine the status. 

Thanks for calling this to our attention again, George. 
Harriet 

>>> George Martin 4/ 21/ 20111:30 PM >>> 
Ya'll may want to check to see if this lease (MF-106116) has terminated; so far, this is the only t ract 
close to the stuff in the last sale that I've had any inquiries on that looks like it might be 
eligible ....... Looks to me like this lease may have died in January. 

Let me know what ya'll think ..... 

Thanks, 

George 

Page 1 



( 4/5/2011) Harriet Dunne - M-1 06116 

From: 
To: 
Date: 
Subject: 

Jesse Arellano 
Dunne, Harriet 
4/ 5/ 20111:01 PM 
M-106116 

Afternoon Harriet, 

Can you review above lease and call Todd Meadors at 432-571-7858. 

I reviewed the lease only as to globase and something just doesn't look right. 

Thanks. 
ja 

Page 1 
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TE XAS 

May 3, 2011 

Ann Rogers Harlan 
Energen Resources Croporation 
605 Richard Arrington Jr Blvd N 
Birmingham AL 35203-2707 

RE: State Lease No. MF 106116 

Dear Ms Harlan: 

JERAL L.L~ OFFICE 
J ERRY P ATTERSON, COMMISSIONER 

Lease dated January 17, 2006 for a term of 5 years 
recorded in File 1578, Reeves Co TX covering 
Sec 71, G A Franklin Survey, being 567 acres 

Our records indicate that Energen recently took title on the referenced lease from SandRidge and that the primary term 
has expired. We are unable to find a we ll either drilling or being reworked on this description. 

I am writing this as a courtesy letter because we are aware there is a well being drilled or reworked on the adjoining 
property to the east (Sec 67) which is al so a lease from the State of Texas (MF I 06 115). We are unaware of any well 
on the Sec 71 lease but we want to be sure. 

Since Energen appears to be the record leaseholder under this lease, we request that you file with this office a recorded 
original or certified copy of a Release of this State Oil and Gas Lease along with a processing fee of $25.00 to be sent 
to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land Office that 
the expiration has not occurred. If such evidence has not been presented at the expiration of the 40-day period, the 
mineral file sha ll be endorsed "expired" effective January 17, 20 I I . We will not contact you any further about this 
expiration. 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leas ing, Energy Resources 
5 12-475-1579 
512-475-1543 (fax) 
harriet.dunne@glo.texas.gov 

Stephen F. Austin Building · 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.stare. tx. us 



Filc~:f!;t?#! 
Dace Filed: S -,.2-f 
By Jerry E. Pac~mmiSStoner 



[ (5/?/201 1\Carl Bon~E: MF106116 Reeves County; Operated by Sandridge -------------- Page 1 

From: "Melodie Moss" <mmoss@sandridgeenergy.com> 
To: "Carl Bonn" <Cari.Bonn@GLO.STATE.TX.US>, "Lannie Stimson" <Lann ie.Stimso .. . 
CC : "Joe King" <Joe.King@GLO.STATE.TX.US>, "Tim Miller" <Tim.Miller@GLO.STAT .. . 
Date: 5/2/2011 8:32AM 
Subject: RE: MF106116 Reeves County ; Operated by Sandridge 

Lannie, 

Do I need to file a revised 3e to move the money? I know revised 2e's 
will have to be filed. Since I am filing current oil on the 5th, I can 
add this to my oil 3e if you would like to get all the money moved over 
to the proper lease. It is a lot of money. 

-----Original Message-----
From: Carl Bonn (mailto:Cari.Bonn@GLO.STATE.TX.US] 
Sent: Monday, May 02, 2011 8:16AM 
To: Lannie Stimson 
Cc: Joe King ; Tim Miller; Melodie Moss 
Subject: MF106116 Reeves County; Operated by Sandridge 

Lannie, 

I spoke to Melody Moss with Sandridge E&P LLC on Friday and she 
indicated that the former operator (Forest Oil Corp) never filed a 
completion reports with the RRC and thus no production information has 
been filed under either the API or permit number with the RRC. 

Melody will have Sandridge regulatory department file the reports with 
the RRC and start reporting to the referenced mineral file number. 
Sandridge incorrectly paid production from API 389-32553 (permit 
#628720) to MF048344 and will now file corrected reports with the GLO. 
The last payment for our royalty was $172,249 in December 2009. 

Melody will also advise if API 389-32407 (permit #616361 ) is producing 
under the referenced lease. 

Thanks, 
Carl 

Carl Bonn, CPL 
Landman 
Energy Resources 
Texas General Land Office 
PO Box 12873 Austin , TX 78711 
(512) 463-5407- Office (512) 475-1543- Fax 



(5112//01.1) Harriet Dunne- FW: MF106116 Reeves County; Operated by Sandridge Page 2 

(512) 463-5407- Office (512) 475-1543- Fax 



Fi~o ~_/WAatl/ (., j 1. 
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Date Filed: 5"- 2.- - I J 
By Jerry E. Pat~mmissioner 



From: 
To: 
Date: 
Subject: 

"Linda Guthrie" <lguthrie@sandridgeenergy.com> 
"Melodie Moss" <mmoss@sandridgeenergy.com> 
5/2/2011 2:39 PM 
Re: Well# 118323 

That would be good 

From: Melodie Moss 
Sent: Monday, May 02, 2011 02:18PM 
To: Linda Guthrie 
Cc: Stuart Wittenbach 
Subject: RE: Well# 118323 

The only information I have is the API# in Excalibur and the drilling permit# of 666737. My contact there 
at GLO did confirm that this is the correct drilling permit#. 

I can give him a call today and tell him we are researching and will get back with him later on in the week 
if you would like? 

Thanks 

From: Linda Guthrie 
Sent: Monday, May 02, 2011 2:15PM 
To: Melodie Moss; Stuart Wittenbach 
Subject: Re: Well# 118323 

There is no completion paperwork either in our files or at RRC so is taking some work. Do you have any 
additional info on the well? 

From: Melodie Moss 
Sent: Monday, May 02, 2011 02:06 PM 
To: Linda Guthrie; Brooke Milford 
Cc: Nikki Miller 
Subject: RE: Well# 118323 

Can you give me a timeline of when we might know something? 

I have to get back with my contact at the GLO. 



(5/12/20-11 ) Harriet Dunne - Re: Well# 118323 

Thanks, 

Melodie 

From: Linda Guthrie 
Sent: Monday, May 02, 2011 1:41 PM 
To: Melodie Moss; Brooke Milford 
Subject: Re: Well# 118323 

Not that I am aware of 

From: Melodie Moss 
Sent: Monday, May 02, 2011 01 :36 PM 
To: Lauren Best; Linda Guthrie 
Subject: RE: Well# 118323 

Have we found out anything on this? 

Thanks, 

Melodie 

From: Lauren Best 
Sent: Friday, April29, 2011 10:07 AM 
To: Linda Guthrie 
Cc: Melodie Moss 
Subject: FW: Well# 118323 

Can you please assist. I was unable to find any Regulatory information in 
W:\Sand Ridge\_Applications\EWeiiFiles\ TEXAS\REEVES\State _71_ 02_ 118323. Can you tell me if we 
have filed for a RRC id to be assigned? 

Thank you, 

Lauren Best 

Sr. Production Accounting Analyst 

Page 2 



(5/12/2Q11) Harriet Dunne - Re: Well# 118323 

• 

SandRidge Energy, Inc. 

(405) 429-5629 

(405) 429-5984 

lbest@sandridgeenergy.com <mailto:lbest@sdrge.com> 

From: Melodie Moss 
Sent: Friday, April 29, 2011 8:42AM 
To: Lauren Best; Denise Blaylock 
Cc: Nikki Miller 
Subject: Well# 118323 

Good Morning, 

Can either of you tell me which RRC # production is being reported under to the RRC? 

I am needing the info for a GLO call I have to make here pretty quick. 

Thanks, 

Melodie Moss 

Regulatory Accountant 

SandRidge Energy 

123 Robert S. Kerr Ave. 

Oklahoma City, Oklahoma 73102 

0 : 405-429-6090 

F: 405-429-6254 

Page 3 
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Date Filed: 5- 2.- - d 
By Jerry E. Patte~missioner 
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(5/11/2011) Harriet Dunne- State Lease MF106116- Sec 71 , GA Franklin Survey, Reeves Co TX 

From: 
To: 
Date: 
Subject: 
Attachments: 

Mark, 

Harriet Dunne 
mwsmith14@hotmail.com 
5/ 11/ 2011 9:19AM 
State Lease MF106116 - Sec 71, GA Franklin Survey, Reeves Co TX 
Ltr - Energen - MF106116.pdf 

I have left you a voice mail in response to your phone call yesterday afternoon. 

Attached is a May 3 letter I sent to Ann Rogers Harlan with Energen stating we find no sign of a well 
which was producing over the end of the primary term on January 17, 2011. Since this is a State fee 
lease, there are reporting requirements in paragraph 6(B) of the lease. If there was drilling over the end 
of the primary term, the provisions in paragraph 13 would apply. 

Since we have received no reports and no extension payments, we consider the lease expired. 

This section has been nominated to be placed on the July lease bid sale. If you think something has 
fallen through the cracks that we are missing, I would recommend that SandRidge or Energen or both 
get in touch with me and provide us proof that the lease is not expired. 

According to the attached letter, the deadline for sending us this information is June 13. 

Harriet Dunne, CPL 
Manager, Mineral Leasing, Energy Resources 
Texas General Land Office 
512-475-1579 
harriet.dunne@glo.state.tx.us 

Page 1 
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(5/12/2."1 1) Harriet Dunne- FW: Franklin Section 71 

From: 
To: 
Date: 
Subject: 
Attachments: 

"Mark Smith" <msmith1@sandridgeenergy.com> 
<harriet.dunne@glo. texas.gov> 
5/12/201111 :15AM 
FW: Franklin Section 71 
Re: Well# 118323; FW: MF106116 Reeves County; Operated by Sandridge; mmoss_ 
REV210.0_ 4965.pdf- Adobe Reader.pdf 

Harriet, attached is some correspondence between Melodie Moss, Carl 
Bonn and Lannie Stimson. We are making this a very high priority and 
hope to have resolved no later than next week. 

Mark W. Smith 

Sr. Landman 

SandRidge Energy, Inc. 

123 Robert S. Kerr Avenue 

Oklahoma City, OK 73102 

Office: 405-429-5757 

Cell : 405-694-9053 

Fax: 405-429-5975 

From: Melodie Moss 
Sent: Tuesday, May 10, 2011 10:53 AM 
To: Mark Smith 
Cc: Nikki Miller 
Subject: RE: Franklin Section 71 

Mark, 

We had a discrepancy with the State Lease # we were reporting this under 
to the GLO. We have been paying royalties, but we were using the lease# 
that Forest gave us. We just learned of this last week that the # we 
were using wrong. The GLO is aware of this and I am working with the GLO 
to move the royalties to the correct lease on our next gas report due on 
the 15th. The adobe file shows what has been paid so far. I also 
attached email threads from Carl with the GLO and also Linda 
Guthrie/Lauren Best here at SandRidge. 
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Let me know if you have any other questions. 

Thanks, 

Melodie 

From: Nikki Miller 
Sent: Tuesday, May 10, 2011 10:25 AM 
To: Melodie Moss 
Cc: Mark Smith 
Subject: FW: Franklin Section 71 

Melodie - this is a TX GLO Question. Can you please let Mark know what 
you have paid on the State 71 #2 to TX GLO. 

Thanks, 

Nikki 

From: Mark Smith 
Sent: Tuesday, May 10, 2011 10:08 AM 
To: Linda Guthrie; Nikki Miller 
Subject: FW: Franklin Section 71 

Linda/Nikki, 

Can you please provide me with items 1, 2 and 3 listed below for the 
State 71 #2 well as described below? 

Mark W. Smith 

Sr. Landman 

SandRidge Energy, Inc. 



(5/12/2011) Harriet Dunne- FW: Franklin Section 71 

123 Robert S. Kerr Avenue 

Oklahoma City, OK 73102 

Office: 405-429-5757 

Cell: 405-694-9053 

Fax: 405-429-5975 

From: Parker Neal 
Sent: Tuesday, May 10, 2011 10:06 AM 

---------------------------------------------Page3 

To: Mark Smith; Angie Fenton; Eddie Bruner 
Cc: Austin Gard 
Subject: RE: Franklin Section 71 

Mark, Linda Guthrie should be able to provide you this info. Talk to 
Nikki Miller about proof that we're paying the State royalties. 

Thanks, 

Parker 

1 Parker R. Neal l SandRidge Energy, Inc. I Land Manager- Permian 

1 (direct 405.429.5771 1 (cell 405.471.2149 I & fax 405.429.5975 

From: Mark Smith 
Sent: Tuesday, May 10, 2011 9:56AM 
To: Angie Fenton; Eddie Bruner 
Cc: Austin Gard; Parker Neal 
Subject: FW: Franklin Section 71 
Importance: High 

Angie/Eddie, 



(5/12/~ 1) Harriet Dunne- FW: Franklin Section 71 

Is there any way you could provide me with items 1 and 2 below? We need 
to get this information over to the State as soon as possible. I'm not 
sure how this has become an issue since the subject well is producing. 
Can you confirm the State 71 #2 is in fact producing and what our daily 
average is? Have we been shut-in for an extended period of time? 

MS 

From: Ken Gray (mailto:Ken.Gray@energen.com] 
Sent: Tuesday, May 10, 2011 9:27 AM 
To: Mark Smith 
Cc: Bob Heller; Kevin Miller; Rowdy Stilwell 
Subject: Franklin Section 71 
Importance: High 

Mark, 

This came up in the beginning of our acquisition and we were told that 
the State 71 #2 well was producing from the Atoka. Kevin Miller tells me 
this well is currently producing just under 5 MMCFPD. Kevin has been 
keeping up with this maybe through your people I'm not sure. 

+ 

If that is in fact true what we need from SandRidge is the following: 

1. Copy of W-1 permit to drill as filed with the RRC 

2. Copy of the W-2 completion as filed with the RRC 

3. Some form of evidence where you are paying the State on this well. 

Initially we had some confusion on the well name. It was call #1 , #1 R, 
and then in the end we were told the #2. I was told by Paul Rote that we 
didn't need to worry about this Section since it was HBP by SandRidge. 

You immediate help with this would be greatly appreciated. 

Call me if we need to talk about it. 
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Thanks 

Ken Gray 

From: Bob Heller 
Sent: Monday, May 09, 2011 5:22 PM 
To: Mark Smith 
Cc: Ken Gray 
Subject: 

Mark, 

----------------------------------------~~ PageS 

Attached is the letter to our Birmingham office from the GLO regarding 
the expiration of the Franklin 71 Lease- GLO No. MF 106116. 

Please give me a call. 

BOB 

Robert (Bob) C. Heller 

District Landman 

Energen Resources Corporation 

3300 North "A" Street, Bldg. 4, Suite 100 

Midland, TX 79705 

(432) 684-3698 office 

(432) 661-9537 cell 

(432) 687-1796 fax 





REV210P SANDRIDGE EXPLORATION AND 10 MAY 2011 
Sale Dates: Incept to Current Owner Detail Sales Page 1 
Selection: Paid For Owner 61465 STATE OF TEXAS 
Paid Dates: from 03 / 01/2010 to 05/01/2011 

Sale Per Type Pay Compt Date Check Trans Tx 
Date End DO! Ref Prd Int. Cd. Interest Quantity Gross Compt Amount Net Paid No. No. Cd 

Well: 118323 STATE 71 02 
01 / 10 02/10 33011 G RI c 0.25000000 34838.46 192,004.11 192' 004. 11 03/18 / 10 568872 6028 
02 / 10 03/10 33011 G RI c 0.25000000 32878.50 168 , 857.35 168 , 857.35 04/19 / 10 573467 6391 
03 / 10 04 / 10 33011 G RI c 0.25000000 38279.50 167,386 . 30 167,386.30 05/19 / 10 577902 6594 
04/10 05/10 33011 G RI c 0.25000000 35080.75 130,328.48 130,328.48 06/20 / 10 582764 6884 
05/10 06/10 33011 G RI c 0.25000000 37367.75 141,377.61 141,377.61 07/19 / 10 587260 7194 
06/10 07/10 33011 G RI c 0.25000000 39490.75 155,623.51 155,623.51 08/19/10 592036 7525 
07 / 10 08/10 33011 G RI c 0.25000000 40504.50 174,224.84 174,224.84 09/19 / 10 596516 7722 
08/10 09/10 33011 G RI c 0.25000000 40247.25 161,011.66 161,011.66 10/19/ 10 601673 8157 
09/10 10/10 33011 G RI c 0.25000000 39390.50 136,14 2.75 136, 14 2.75 11/18/ 10 606464 8457 
10/10 11/10 33011 G RI c 0 . 25000000 33989.75 116,364.87 116,364.87 12/19/ 10 616339 8600 
11/10 12/10 33011 G RI c 0.25000000 34928.75 109,724.42 109,724.42 01/19 / 11 620449 8947 
12 / 10 01/11 33011 G RI c 0.25000000 37100.25 149,279.33 149,279.33 02/17 / 11 625118 9222 
12/10 02/11 33011 G RI c 0.25000000 37100.25 149,279.33 149,279.33 03/18 / 11 630105 9261 
12 / 10 02/11 33011 G RI c 0.25000000 37100.25- 149,279.33- 149,279.33- 03/18 / 11 630105 9262 
01 / 11 02/11 33011 G RI c 0 . 25000000 38008.25 150,569.64 150,569.64 03/18 / 11 630105 9395 
02/11 03/11 33011 G RI c 0 . 25000000 31374.25 126,500.90 126,500.90 04/19 / 11 635311 9697 

Well Paid Total 513479.21 2,079,395.77 0 . 00 2,079,395.77 
Owner Paid Total 5134 79. 21 2,079,395.77 0 . 00 2,079 , 395.77 
Owner To tal 513479.21 2,079,395.77 0.00 2,079,395.77 
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May 11, 2011 

Texas General Land Office 
P.O. Box 12873 
Austin, Texas 78711-2873 
Attention: Harriet Dunne 

Re: State Lease No. MF 106116 
Section 71, G A Franklin Survey 

Reeves County, Texas 

Dear M s. Dunne: 

I am writing to you in response to your letter dated May 3, 2011 regarding the status of State 

Lease No. MF 106116, dated January 17, 2006. 

Your records indicate that Energen recent ly took title on the referenced lease from SandRidge. 
Energen acquired title insofar and only insofar as such lease covers rights from the top of the 

Bone Spring Lime formation to a depth 600 feet below the top of the Wolfcamp formation, 
being the stratigraphic equivalent of the depth interval from 7,860 feet to 11,550 feet. 

SandRidge has retained all rights above and below this described interval. 

In addition, due to established production, the subject lease has been extended beyond its 
primary term, per the terms of the lease, by the State 71 #2 well (API No. 42-389-32553). I have 

enclosed the permit to drill along with a detailed gas sales report on the State 71 112 well from 

January, 2010 through March, 2011 showing the check numbers and amount of revenue paid 

unto the State of Texas. 

If you have any questions please contact me at 405-429-5757. 

Sincerely, 

fVt~w-/LL 
Mark W. Smith 
Sr. Landman- Permian Division 

Cc: Energen Resources Corporation 

Discovering Beneath I Exploring Beyond • 

123 RobertS. Kerr. Oklahoma Ctty. OK 73102·6406 • Phone 405-429-5500. Fax 405·429-5975 • sandndgeenergy.com 
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RAILROAD COMM I ION OF TEXA 
OIL & GA DIVISION 

PERMIT TO DRILL, DEEPEN, PLUG OIICK. OR RE-ENTFR ON II RrGULAR OR ADMINISTRIITIVE EXCEPTION LOCA rJON 

PERMIT NUMBFR DATE PERMIT ISSUED OR liME DED DISTRICT 

666737 (AMENDED) Nov 25, 2008 * 08 

API NUMBER FORI\1 \\'-1 RECEIVED COUN1 Y 

42-389-32553 Aug 13, 2008 REEVES 

TYPE OF OPERATION WELLBORE PROFI LE(S) ACRES 

NEW DRILL Directional 567 

OPERATOR NOTICE 275741 
FOREST OIL PERMIAN CORPORATION 

This penn it and any allowable asstgned ma) be 
revoked if payment for fee(s) submined 10 the 
Commtss1on IS not honored 
Oi~lric t Office Telephone i\o: 

(432) 684-5581 

LEASE NIIMI:. WELL NU MBER 
STATE 71 2 

LOCATION TOTAL DEPTII 
19.8 miles NW direction from PECOS 18400 

Section, Block and/or Survey 

SECTION o( 71 BLOCK o( ABSTRACT o( 

SURVEY o( STATE OF TEXAS 

DISTANCE TO SURVEY LINES DISTANCE TO NEAREST LCA E LI NE 
847 ft. SOUTH 1942 ft. EAST 959ft. 

DISTANCE TO LEASE LI NES DIS I ANCE TO NEAREST \\'FLL ON LEASE 
See FIELD(s) I RESTRICTIONS Below See FIELD(s) Below 

FIELD(s) and LIM II ATIONS: . SEE FIELD DISTRICT FOR REPORTING PURPOSES . .. THIS PERMIT IS GRANTED PURSUANT TO STATEWIDE RULE 37(h)(2)(A) . . 
CASE NO. 0259254 

FIELD NAME ACRES DEPT II WELL# DIST 
LEt\SE NAML NhARESl LEASE Nl:.i\RESI WE 

-------------- -- - ---------- - - - - - --------- - - - - ·------ --- ---- -- --~ ------ ------ ---
**DIXIELAND (ATOKA, U.) 567.0 0 18,400 2 08 

S TATE 7 1 959 0 

-------- --- --- ---------------- ----------- -- ----
\\'ELLBORE PROFILE(s) FOR FI ELD. Dtrectional 

------- ---- ------- ------ --- -- ------ --
RESTRICTIONS: This wel l cannot be produced concurrent ly f r om ~he s ame r ese r voir as : #1 & #lR 

Surface Locat i on Lease Lines: 8 47. 0 F S L 
1 94 2 . 0 FE L 

Bot tom Hole: Bill 
BH Count y: REEVES 
Sect i on : 71 Block: Abstrac~: 

Sur vey : STATE OF TEXAS 
Lea&e Lines: 959.0 F ~ L 

14 28.0 F E L 
Survey Lines: 959.0 F ~ L 

14 ?.8.0 F E L 

--------- ----- ------ ----- ----- ------ --- ------- --------- --- ------ ---- - - ----- ·- .. ---- --
WILDCAT 567.00 18,400 2 08 

STATE 7 1 959 207 

---- ---- ------ ---- --- -- -- ---- -- - ---- --- --
\\'ELLI30 RI.:. PROIILE(s) FOR FIELD· Directional 

-- -- ----·-- ---- ----------- --------- ------ -
RESTRIC'IIO s This 1•ell canr:ot be produced concurren: l y from che same reservo~r as: 1:1 ar.d HR 

Per nitted for gas only. 
This is a hydr oger. sulfide field . This well shall be dri l led in accordance with SWR 36 . 

c:,. ,.. ,,., ,..,. _nr .-..r i"no [ e:,asel l ces · Sl.4 "1 . n F . ' ""'"'" I 

Data Validation Time Stamp: May 10. 2011 10:•13 AM( Current Version) Page 2 of 3 
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RAILROAD COMM J ION OF TEXA 
OIL & GA S DIVISION 

PERMn TO DRILl . DEEPEN. PLUG BACK. OR RE-ENTER ON A REGULAR OR A DMINISTRATIVL EXCEPTIO I OCATIO, 

PERMIT U1\113ER DATE PERMIT I SUED OR AMENDED DISTRICT 

666737 (AMENDED) Nov 25,2008 * 08 

API NUMBER FORM W- 1 RECEIVED COUNTY 

42-389-32553 Aug 13, 2008 REEVES 

'I YPE OF OPERATION WI:.LLI30RE PROI· ILE(S) ACRES 

NEW D RILL Directional 567 

OPERATOR NOTICE 275741 
FOREST OIL PERMIAN CORPORATION 

"I Ius penn it nnd any nllownble assigned mn) be 
revoked 1 f payment for fcc(s) submmed to the 
Comm1ssion IS not honored 
Distl·ict Office Telephone 1\"o: 

(432) 684-5581 

LEASE NAME \\ELL NUMBER 
STATE 71 2 

LOCATION TOTAL DEPTII 

19.8 miles NW direction from PECOS 18400 

Section, Block and/or Survey 

SCC'TION -< 71 BLOCK -< ABSTRACT < 

SURVEY -< STATE OF TEXAS 

DISTANCE TO SURVEY LINES DISTANCE TO NEAREST LEASf' I.INE 
847 ft. SOUTH 1942 ft . EAST 959 ft. 

DISTANCE TO LEASE LINES DISTANCE TO NCAREST WELL 0 I EASE 
See FIELD(s) I RESTRICTIONS Below See FIELD(s) Below 

FIELD(s) and LIMITATIONS: 
* SEE FIELD DISTRICT FOR REPORTING PURPOS ES . .. THIS PERMIT IS GRANTED PURSUANT TO STATEWIDE RULE 37(h)(2)(A) .. 

CASE NO. 0259254 

FI ELD NAME ACRES DLPI II \\ ELL# DIST 
l EASL NAMI:. NEAREST LEASf 1\FARE'ir WE 

1942.0 FEAST L 
Boccom Hole: BH1 

BH County: REEVES 
section: 71 Block: AbsCr<ICt: 
Survey: STATE OF TF.XAS 
Lease Li nes: 959.0 F N L 

1428 .0 F E L 
Survey Lines : 959.0 F N L 

1428 .0 F E L 

, .,..,. I 

PRECEDING FIELD NAME INDICATES RULE (R37) 

THE FOLL OWIN G RE TRIC IION APPLY TO A L L FIELD 
This well shall be oompleted and produced 1n compliance w1th applicable special field or statewide spac1ng and dens1ty rules If thiS 
well 1s to be used for brine mining, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas in 
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, ind uding 
dnlling, of the well in accordance with Statewide Ru les 81 , 95, and 97 

Data Validation Time Stamp: May 10, 2011 10:<13 AM( Current Version ) Page 3 of3 
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RAILROAD COMMISSION OF TEXAS 
Oil and Gas Division 
PO Box 12967 
Austin, Texas 78711-2967 

Wlvw.rrc.state.tx.us 

1. Operator Name 

SUBSTANDARD ACREAGE 
CERTIFICATION 

This facsimile W-1A was originally filed electronically. A certJficafjon 
of the automated data Is available In the RRC's Austin offfce. 

2. Operator P-5 Number 

FOREST OIL PERM IAN CORPORATION 275741 

W-1A 
Rev. 0512001 

3 RRC District Number 

08 
4. Lease, Pooled Unit or Unitized Tract Name 5. Lease/ tO Number (If assigned) 6. Purpose of Filing 

STATE 71 N/A D Only Well 
7. Total Acres in Lease, Pooled Unit or Unitized Tract 8. Well Number 

D 567 2 Surplus Acreage 

9. County 10. API Number D Other 

REEVES 42-389-32553 Docket II 

1 . Fielcl Name Field Number Dis I. RRC useonJy 

Field 1 Disc Date Rules Eff. Date Rules Amd. Date 
I I 

DIXIELAND (ATOKA, U.) 25020250 08 12/2411983 (0) I <null> (0) I 

08/02/1982 (G) I 01/12/1 999 (G) I 

Field 2 Disc Date Rules Eff. Date Rules Amd. Date 
I I 

I I 

I I 

Field 3 Disc Date Rules Eff. Date Rules Amd. Date 
I I 

I I 

I I 

CERTIFICATION FOR AN OPERATOR SEEKING A PERMIT ON A LEASE, POOLED UNIT OR UNITIZED TRACT WHICH CONTAINS 

SUBSTANDARD ACREAGE AS DEFINED BY EITHER STATEWIDE RULE 38 OR BY SPECIAL FIELD RULES. 

A. This lease, pooled unit or unitized t ract was established as a s eparate tract in its present s ize and shape on 

(Fie ld 1) 09/24/1907 and has rem ained as such since that d ate. 

B. T he ownership in this lease, unitized tract or the drill site tract of a pooled unit has not: 

I) been the same as or common to the ownership of any adjoining tract at any time after the date se t forth in 
paragraph A.; and, 

II) been unitized or pooled with any adjoin ing tract and accepted as a sing le t ract for a ny Commission 
approved development or allowable purpose. 

CERTIFICATION : 

I declare under penalties prescribed pursuant to the Sec. 91.143, Texas Natural Resources Code, that I am authorized to make the 
foregoing statements and that the information provided by me or under my direction on this Substandard Acreage Certification is true, 
correct. and complete to the best of my knowledge. 

Cindy Bush , Sr. Regulatory Tech Aug 13, 2008 (303)8121554 
Filer Name and Tille Date of Certification Business Phone 

INSTRUCTIONS - Reference: Statewide Rules 37(g) and 38(g) 

1. File this form as an attachment to lhe Form W-1 when the subject acreage is substandard for a permit to drill, deepen, plug back, or reenter In 
any or all applied for fields if the property took its present size and shape prior to the attachment of applicable Commission density regulations. 
If the described property took its present size and shape subsequent to the adoption of those regulations. a SWR 38 exception may be required. 

2. Provide the date the lease or unitized tract was formed in paragraph A above. 

Page 1 of 1 
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REV210P SANDRIDGE EXPLORATION AND 10 MAY 2011 
Sale Dates: Incept to Current Owner Detail Sales Page 1 
Selection: Paid For Owner 61465 STATE OF TEXAS 

Sale Per Type Pay Compt Date Check Trans Tx 
Date End DOI Ref Prd Int . Cd. Interest Quantity Gross Compt Amount Net Paid No . No . Cd 

Well: 118323 STATE 71 02 
01/10 02/10 33011 G RI c 0.25000000 34838.46 192,004.11 192 ,004. 11 03/18/10 568872 6028 
02/10 03/10 33011 G RI c 0.25000000 32878 . 50 168 ,857.35 168,857.35 04/19/10 573467 6391 
03/10 04/10 33011 G RI c 0.25000000 38279 . 50 167 ,386.30 167,386.30 05/19/10 577902 6594 
04/10 05/10 33011 G RI c 0.25000000 35080.75 130,328.48 130,328.48 06/20/10 582764 6884 
05/10 06/10 33011 G RI c 0.25000000 37367.75 141 , 377 . 61 141,377 . 61 07/19/10 587260 7194 
06/10 07/10 33011 G RI c 0.25000000 39490.75 155,623 . 51 155 , 623.51 08/19/10 592036 7525 
07/10 08/10 33011 G RI c 0 . 25000000 40504.50 174 ,224.84 174,224.84 09/19/10 596516 7722 
08/10 09/10 33011 G RI c 0.25000000 40247.25 161,011.66 161,011 . 66 10/19/10 601673 8157 
09/10 10/10 33011 G RI c 0.25000000 39390.50 136,142 . 75 136,142.75 11/18/10 606464 8457 
10/10 11/10 33011 G RI c 0.25000000 33989 . 75 116,364.87 116,364.87 12/19/10 616339 8600 
11/10 12/10 33011 G RI c 0.25000000 34928 . 75 109,724.42 109,724.42 01/19/11 620449 8947 
12/10 01/11 33011 G RI c 0.25000000 37100 . 25 149,279.33 149,279.33 02/17/11 625118 9222 
12/10 02/11 33011 G RI c 0.25000000 37100 . 25 149,279 . 33 149, 279 .33 03/18/11 630105 9261 
1 2/10 02/11 33011 G RI c 0.25000000 37100.25- 149,279.33- 149,279.33- 03/18/11 630105 9262 
01/11 02/11 33011 G RI c 0.25000000 38008 . 25 150,569.64 150,569.64 03/18/11 630105 9395 
02/11 03/11 33011 G RI c 0.25000000 31374.25 126,500.90 126,500.90 04/19/11 635311 9697 
02/11 04/11 33011 G RI c 0.25000000 31374 . 25 126,951.09 126,951 . 09 05/19/11 639880 10002 
02/11 04/11 33011 G RI c 0.25000000 31374 . 25- 126,500 . 90- 126,500.90- 05/19/11 639880 10013 
03/11 04/11 33011 G RI c 0.25000000 31182 . 75 115,549 . 94 115,549.94 05/19/11 639880 9942 

Well Paid Total 544661 . 96 2,195 , 395.90 0.00 2,195 ,395.90 
Owner Paid Total 544661 . 96 2,195 , 395.90 0 . 00 2,195,395.90 
Owner Total 544661 . 96 2,195,395 . 90 0 . 00 2,195,395 . 90 
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T EXAS 

May 13, 2011 

Mark W. Smith 
SandRidge Energy 
123 RobertS. Kerr 
Oklahoma City, OK 73 102-6406 

RE: State Lease No. MF 106116 

Dear Mark: 

GENERAL LA D OFFKCE 
jERRY PATTERSO , COMMISSIO ER 

Lease dated January 17, 2006 for a term of 5 years 
recorded in File 1578, Reeves Co TX covering 
Sec 71 , G A Franklin Survey, being 567 acres 

We have received your letter of May 11 , 20 II and various e-mails sent prior to that date. 

We now understand that the State 71 #2 well (API No. 42 389 32553) is a completed well and that SandRidge will as 
soon as possible file a completion report with the Railroad Commission as well as report the production on this well 
from inception with the Railroad Commission under the correct API number. 

We also understand the royalty revenue that SandRidge has been paying the State of Texas through the GeneraJ Land 
Office will be moved from State Lease MF 048344 to State Lease MF 106116 and the appropriate GLO forms will be 
filed electronically. 

With the new information and the related corrections being made, we agree that the lease has not terminated. The 
status of this lease has been changed to " producing." 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475-1579 
512-475-1543 (fax) 
harriet.dunne@glo.texas.gov 

Stephen F. Austin Building · 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 





From: 
To: 
CC: 
Date: 
Subject: 
Attachments: 

Dawn or Linda, 

"Melodie Moss" <mmoss@sandridgeenergy.com> 
"Dawn Richardson" <drichardson1@sandridgeenergy.com>, "Linda Guthrie" <1. .. 
"Nikki Miller" <nmiller@sandridgeenergy.com>, "Carl Bonn" <Cari. Bonn@GLO ... 
9/7/2011 10:43 AM 
FW: MF1 06116 Reeves County; Operated by Sandridge 
Carl Bonn.vcf 

Can either of you let Carl know what the issue is currently and why we 
haven't been able to obtain the paperwork? Carl called and is needing an 
update. 

Thanks, 
Melodie 

-----Original Message-----
From: Carl Bonn (mailto:Cari.Bonn@GLO.STATE.TX.US] 
Sent: Monday, May 02, 2011 8:16 AM 
To: Lannie Stimson 
Cc: Joe King; Tim Miller; Melodie Moss 
Subject: MF1 06116 Reeves County; Operated by Sandridge 

Lannie, 

I spoke to Melody Moss with Sandridge E&P LLC on Friday and she 
indicated that the former operator (Forest Oil Corp) never filed a 
completion reports with the RRC and thus no production information has 
been filed under either the API or permit number with the RRC. 

Melody will have Sandridge regulatory department file the reports with 
the RRC and start reporting to the referenced mineral file number. 
Sandridge incorrectly paid production from API 389-32553 (permit 
#628720) to MF048344 and will now file corrected reports with the GLO. 
The last payment for our royalty was $172,249 in December 2009. 

Melody will also advise if API 389-32407 (permit #616361 ) is producing 
under the referenced lease. 

Thanks, 
Carl 

Carl Bonn, CPL 
Landman 
Energy Resources 
Texas General Land Office 
PO Box 12873 Austin, TX 7871 1 
(512) 463-5407 - Office (512) 475-1543 - Fax 





September 18, 201 7 

Allison Abney 
Rio Oi l and Gas II, LLC 

TEXAS GENERAL LAND OFFICE 
GEORG E P. B US H . COMM ISS IONER 

3 Waterway Square Place, Ste 500 
The Woodlands, Texas 77380 

RE: Assignment ID 1038 1 - MF l 06 11 6 
Reeves County 

Dear Ms. J\bney: 

The General Land Office received the following instrument and has fil ed it in the appropriate 
fil es. 

Assignment, Bill of Sale and Conveyance, effective February 28, 201 7, from Sheridan 
Holding Company If, LLC, Sheridan Production Partners II-A, LP, Sheridan Production 
Partners 11-M, LP and Sheridan Production Company, LLC, Assignor' s to Rio Oil and Gas 
(Permian) II, LLC, Assignee. Filed for record under Doc# 17-0399 1. 

Filing fees in the amount o f $25.00 were received on the referenced assignment. 

Please fee l free to contact me at (5 12) 463-5407 or email carl. bonn@ ulo.texas.gov if you have 
fw1he r questions. 

Best regards, 

Carl Bonn , C PL 
Mineral Leas ing - Energy Reso urces 

1700 North Congress /\venue. Austin. Texas 7870 1- 1495 
P.O. 13ox 12873. Austi n, Texas 787 11 -2873 

S 12-463-500 I glo.texas.gov 
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Oil and Gas II, LLC 

May 16, 2017 

Texas General Land Office 
Attn: Energy Resources 
1700 Congress Ave 
Austin, TX 78701-1495 

~<!) /03?/ 

Mr(O{;f/~ 

Rio Oil & Gas recently acquired some property from Sheridan Prod uction Company. One 
of the leases included was the State Lease # 106116. Please find enclosed the Assignment 
Summary form and a copy of the referenced assignment fo r your review. Also included herein 
you will find Rio Oil and Gas (Opco), LLC check no. 11 97 in the amount of $25.00 for the 
assigmnent fee. 

Thank you for your cooperation in this matter and should you have any questions, please 
do not hesitate to contact me. 

Sincerely, 

Allison Abney 

(832) 616-3734 
aabney@rioog.com 

Enclosures - GLO Assignment Summary, Assignment, and Check. 

3 Waterway Square Place, Suite 500 I The Woodlands, Texas 77380 
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RIO OIL & GAS (OPCO) LLC 
3 WATERWAY SQUARE PL. STE 500 

THE WOODLANDS, TX 77380 

1197 
17713018 
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ASSIGNMENT, BILL OF SALE AND CONVEYANCE 

ST ATE OF TEXAS 

COUNTY OF REEVES 

§ 
§ 
§ 

/ll/F10(,rt~ 

THIS ASSIGNMENT, BILL OF SALE AND CONVEYANCE (this "Assignment"), effective 
as of 7:00 a.m. (local time) on February 28, 2017 (the "Effective Time"), is made from Sheridan 
Holding Company 11, LLC, a Delaware limited liability company, Sheridan Production Partners 11-
A~ L.P. , a Delaware limited partnership, Sheridan Production Partners--rr:Kir,l:..P., a Delaware 
limited partnership and Sheridan Production Company, LLC, a Delaware limited liability company, 
each with an address at~ Greenway Plaza, Suite 1300, Houston, Texas 77046 (collectively, 
the "Assignor"), to Rio Oil and Gas (Permian) II, LLC, a Delaware limited liabi lity company, with 
an address at 3 Waterway Square Place, Suite 500, The Woodlands, Texas 77380 (the 
"Assignee") . 

ARTICLE I 
Granting and Habendum 

For Ten Dollars ($10.00) and other good and valuable consideration, the receipt, and 
sufficiency of which are hereby acknowledged, Assignor does hereby grant, bargain, sell , 
transfer, convey, set over, assign and deliver unto Assignee, ·its successors and assigns, effective 
for all purposes as of the Effective Time and subject to the matters set forth herein, the Assets. 
The term "Assets" shall mean all of Assignor's right, title and interest in and to the following: 

(a) the oil, gas and/or mineral leases, fee mineral interests and other 
interests more particularly described on Exhibit A. INSOFAR AND ONLY INSOFAR AS 
such leases, fee mineral interests and other interests cover the depths and lands 
described on Exhibit A (the "Leases", and Assignor's and its Transaction Parties' 
interests in the Leases, being referred to collectively as the "Assigned Leases" or 
individually as an "Assigned Lease") and all other right, title and interest of Assignor-and 
its Transaction Parties in the lands subject to the Assigned Leases or pooled , 
communitized or unitized therewith (the "Lands"); 

(b) to the extent assignable and to the extent the transfer or disclosure 
thereof would not be restricted by binding obligations of confidentiality, all Contracts to 
which Assignor (or any Affiliate thereof) is a party that relate to the Assigned Leases or 
Lands, or by which the Assigned Leases or Lands are oound, including those Contracts 
which are described on Exhibit B INSOFAR AND ONLY INSOFAR as such Contracts 
relate to the Assigned Leases or Lands (collectively, the "Applicable Contracts"); 

(c) all Hydrocarbons in , on or under, or that may be produced from the 
Assigned Leases or Lands from and after the Effective Time; 

( d) thirty-five percent (35%) of the overriding royalty interest reserved by 
Sheridan Holding Company I~. LLC in the Benton 3-12 #2 Well, AP I # 42-389-33550, 
pursuant to that certain Assignment of Wellbore Interest in Oil and Gas Leases dated 
effective January 1, 2013, between Sheridan Holding Company II, LLC and Energen 
Resources Corporation, Clerk's File Number 16-17192, recorded in the Official Public 
Records of Reeves County, Texas (with such thirty-five percent (35%) of the overriding 
royalty interest to be assigned to Assignee representing a 1.225% Net Revenue Interest 
in the Benton 3-1 2 #2 Well , AP!# 42-389-33550); and 
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( e) a copy of all files, records and data relating to the Assets described 
herein in the possession or control of Assignor or its Affiliates (including lease and well 
files, title abstracts, reports, memoranda and opinions , Applicable Contracts files, maps, 
accounting records, environmental reports, studies, analyses and correspondence with 
Governmental Entities, but excluding the records and data described in Sections 2.2(i) -
2.2(k) of the Purchase Agreement (collectively, and subject to such exclusions, the 
"Records"). 

NOTWITHSTANDING THE FOREGOING, the Assets shall not include, and there is excepted, 
reserved and excluded from the assignment contemplated hereby the Excluded Assets (as 
defined below). 

The term "Excluded Assets" shall mean all of Assignor's right, title and interest in and to 
the following: 

(a) the Leases INSOFAR AND ONLY INSOFAR AS the Leases cover the 
Reta ined Depths and Lands, where "Retained Depths and Lands" means, with respect to each 
Lease, all depths and lands other thah the depths and lands set forth on Exhibit A with respect to 
each such Lease; 

(b) the Applicable Contracts, to the extent relating to interests other than the 
Assigned Leases or Lands; 

(c) all of Assignor's (or its Affil iates') minute books and company financial 
records that relate to Assignor's (or its Affiliates') business generally and any copies of Records 
retained pursuant to Section 12.4 of the Purchase Agreement; 

( d) other than Suspended Funds, all trade credits, accounts, receivables, 
deposits, cash, checks, funds and all other proceeds, income or revenues attributable to (i) any 
Excluded Assets for any period prior to, on or after the Effective Time or (ii) Assignor's or its 
Affil iates' interests in the Assets with respect to any period of time prior to the Effective Time; 

(e) all claims, causes of action, refunds and audit rights of Assignor (or its 
Affiliates) arising under or with respect to any Assets that are attributable to (i) periods of time 
prior to the Effective Time (including claims for adjustments or refunds) or (ii) any Excluded 
Assets for any period prior to, on or after the Effective Time; 

(f) all rights and interests of Assignor (or its Affiliates) (i) under any policy or 
agreement of insurance, (ii) under any bond or (iii) to any insurance proceeds or awards in 
respect of periods prior to the Effective Time; 

(g) all personal computers and associated peripherals . and all radio, 
communications and telephone equipment and licenses relating thereto; 

(h) all computer software, patents, trade secrets, copyrights, names, 
trademarks, logos and other intellectual property, including any interpretation of data and 
information, whether geophysical, seismic, technical or otherwise ; 

(i) company files, financial records, and tax-related records to the extent not 
related to the Assets; 

(j) documents entitled to legal privi lege, including attorney work product and 
attorney-client communications (except with respect to title opinions); 
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(k) all data that cannot be disclosed to Assignee as a result of confidential ity 
arrangements under agreements with Third Parties (provided that Assignor shall use 
commercially reasonable efforts, but at no cost or expense to Assignor, to obtain a waiver from 
such Third Party to disclose such data or Contract); 

(I) (i) all proprietary geophysical and other seismic and related technical 
data and information owned by Assignor or its Affiliates and (ii) all proprietary geophysical and 
other seismic and related technical data and information licensed from Third Parties relating to 
the Assets to the extent that such geophysical and other seismic and related technical data and 
information is not transferable without payment of a fee or other penalty (unless Assignee agrees 
to pay such fee or penalty); 

(m) all documents and information relating to any proposed sale or marketing 
of any of the Assets or economic projections with respect to the Assets; 

(n) all trucks, cars, drilling/workover rigs, backhoes, trailers and other 
vehicles; 

(o) all insurance contracts, master service agreements and hedging 
arrangements; 

(p) any assets or properties that are excluded from the transactions 
contemplated hereby pursuant to Sections 5.3(d)(ii), 5.4(a), 5.4(b) or 6.1 (b) of the Purchase 
Agreement; 

(q) sixty-five percent (65%} of the overriding royalty interest reserved by 
Assignor in the Benton 3-12 #2 Well, API # 42-389-33550, pursuant to that certain Assignment of 
Wellbore Interest in Oil and Gas Leases dated effective January 1, 2013, between Assignor and 
Energen Resources Corporation, Clerk's File Number 16-17192, recorded in the Official Public 
Records of Reeves County, Texas (with such sixty-five percent (65%) of the overriding royalty 
interest to be reta ined by Assignor representing a 2.275% Net Revenue Interest in the Benton 3-
12 #2 Well, API # 42-389-33550); 

(r ) any and all claims of Assignor (or its Affiliates) for refunds of, credits 
attributable to, loss carry forwards with respect to, or similar items relating to (i) Taxes attributable 
to any period (or portion thereof) prior to the Effective Time, (ii) Income Taxes or (iii) Taxes 
attributable to the Excluded Assets; and 

(s) any and all wells located on the Leases or pertaining to the Retained 
Depths and Lands, whether producing, being drilled or plugged and abandoned, and all 
equipment and tangible property, including any junk, associated therewith. 

It is understood that certain of the Excluded Assets may not be embraced by the term Assets. 
The fact that certain properties, rights and interests have been expressly excluded is not intended 
to suggest that had they not been excluded they would have constituted Assets and shall not be 
used to interpret the meaning of any word or phrase used in describing the Assets 

TO HAVE AND TO HOLD the Assets, together with all and singular the rights, privileges, 
contracts and appurtenances, in any way appertaining or belonging thereto, unto Assignee, its 
successors and assigns, forever, subject to the matters set forth herein. 

ARTICLE II 
Special Warranty of Title and Disclaimers 

Section 2.01 Special Warranty of Title. Assignor, for itself and its successor, hereby 
agrees to warrant and defend Defensible Title (as defined in the Purchase Agreement) to the 
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Assets unto Assignee, its successors and assigns , against every person whomsoever lawfully 
claiming or to claim the same or any part thereof, by, through or under Assignor but not 
otherwise. Assignee shall have (and Assignor hereby assigns) full rights of substitution and 
subrogation to all warranties and covenants heretofore given by or made by Assignor's 
predecessors. 

Section 2 .02 Disclaimer. NOTWITHSTANDING ANYTHING CONTAINED TO THE 
CONTRARY IN ANY OTHER PROVISION OF THIS ASSIGNMENT, IT IS THE EXPLICIT 
INTENT OF EACH PARTY HERETO THAT ASSIGNOR IS NOT MAKING ANY 
REPRESENTATION OR WARRANTY WHATSOEVER, EXPRESS, IMPLIED, STATUTORY OR 
OTHERWISE, BEYOND THOSE REPRESENTATIONS OR WARRANTIES EXPRESSLY 
GIVEN IN THIS ASSIGNMENT AND THE PURCHASE AGREEMENT, AND IT IS 
UNDERSTOOD THAT, WITHOUT LIMITING SUCH EXPRESS REPRESENTATIONS AND 
WARRANTIES, ASSIGNEE TAKES THE ASSETS AS IS AND WHERE IS AND WITH ALL 
FAULTS. WITHOUT LIMITING THE GENERALITY OF THE IMMEDIATELY PRECEDING 
SENTENCE OR THOSE REPRESENTATIONS OR WARRANTIES EXPRESSLY GIVEN IN 
THIS ASSIGNMENT AND THE PURCHASE AGREEMENT, ASSIGNOR HEREBY (I) 
EXPRESSLY DISCLAIMS AND NEGATES ANY REPRESENTATION OR WARRANTY, 
EXPRESS OR IMPLIED, AT COMMON LAW, BY STATUTE OR OTHERWISE, RELATING TO 
THE CONDITION OF THE ASSETS (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED OR 
EXPRESS WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE, OR OF CONFORMITY TO MODELS OR SAMPLES OF MATERIALS, OR THE 
PRESENCE OR ABSENCE OF ANY HAZARDOUS MATERIALS IN OR ON, OR DISPOSED 
OF OR DISCHARGED FROM, THE ASSETS); AND (II ) NEGATES ANY RIGHTS OF 
ASSIGNEE UNDER STATUTES TO CLAIM DIMINUTION OF CONSIDERATION AND ANY 
CLAIMS BY ASSIGNOR FOR DAMAGES BECAUSE OF DEFECTS, WHETHER KNOWN OR 
UNKNOWN, IT BEING THE INTENTION OF ASSIGNOR AND ASSIGNEE THAT THE ASSETS 
ARE TO BE ACCEPTED BY ASSIGNEE IN THEIR PRESENT CONDITION AND STATE OF 
REPAIR. 

ARTICLE Ill 
Miscellaneous 

Section 3.01 Construction. The captions in th is Assignment are for convenience only and 
shall not be considered a part of or affect the construction or interpretation of any provision of th is 
Assignment. Assignor and Assignee acknowledge that they have participated jointly in the 
negotiation and drafting of this Assignment and as such they agree that if an ambiguity or 
question of intent or interpretation arises hereunder, this Assignment shall not be construed more 
strictly against one party than another on the grounds of authorship. 

Section 3.02 No Third Party Beneficiaries. Except as expressly set forth herein, nothing in 
this Assignment shall provide any benefit to any third party or entitle any thirty party to any claim , 
cause of action, remedy or right of any kind , it being the intent of the parties hereto that this 
Assignment shall otherwise not be construed as a th ird party beneficiary contract. 

Section 3.03 Assignment. This Assignment shall be binding upon and inure to the benefit 
of the parties hereto and their respective successors and permitted assigns. 

Section 3.04 Governing Law. This Assignment, other documents delivered pursuant 
hereto and the legal relations between the parties hereto shall be governed and construed in 
accordance with the laws of the State of Texas, without giving effect to principles of conflicts of 
laws that would result in the application of the laws of another jurisdiction. 

Section 3.05 Counterpart Execution . This Assignment may be executed in any number of 
counterparts , and each counterpart hereof shall be effective as to each party that executes the 
same whether or not all of such parties execute the same counterpart. If counterparts of this 
Assignment are executed , the signature pages from various counterparts may be combined into 
one composite instrument for all purposes. All counterparts together shall constitute only one 
Assignment, but each counterpart shal l be considered an original. 
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Section 3.06 Recording. To facilitate the recording or filing of this Assignment, the 
counterpart to be recorded in a given county may contain only that portion of the exhibits that 
describes Assets located in that county. In addition to filing this Assignment, the parties hereto 
shall execute and file with the appropriate authorities, whether federal, state or local, all form s or 
instruments required by applicable law to effectuate the conveyance contemplated hereby. Said 
instruments shall be deemed to contain all of the exceptions, reservations, rights, titles and 
privileges set forth herein as fully as though the same were set forth in each such instrument. The 
interests conveyed by such separate assignments are the same, and not in addition to the Assets 
conveyed herein. 

Section 3.07 Purchase Agreement. This Assignment is subject to all of the terms and 
conditions of the Purchase and Sale Agreement dated February 3, 2017, by and between 
Sheridan Holding Company II , LLC and Assignee (the "Purchase Agreement"). Capitalized terms 
used herein but not defined shall have the meanings assigned to such terms in the Purchase 
Agreement. The Purchase Agreement contains certain representations, warranties, obligations 
and covenants between Assignor and Assignee which survive the delivery of this Assignment and 
which shall not be merged into this Assignment, or otherwise negated by the execution and 
delivery of this Assignment. If there is a conflict between the terms of the Purchase Agreement 
and the terms of this Assignment, the terms of the Purchase Agreement shall control to the extent 
of the conflict. Assignor and Assignee intend that the terms of the Purchase Agreement remain 
separate and distinct from and not merge into the terms of this Assignment. 

Section 3.08 Further Assurances. After Closing, Assignor and Assignee each agree to 
take such further actions and to execute, acknowledge, and deliver all such further documents as 
are reasonably requested by the other for carrying out the purposes of this Assignment or the 
Purchase Agreement or of any document delivered pursuant to the Purchase Agreement without 
further consideration . 

[Signature Page Follows] 
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IN WITNESS WHEREOF, this Assignment is executed by the parties on the date of their 
respective acknowledgments below, but shall be effective for all purposes as of the Effective 
Time. 

ASSIGNOR: 

SHERIDAN HOLDINGCO~~ LLC 

By: ~~ 
Name: MarkA.Miertschin 
Title: Vice President of Business Development 

and Marketing 

SHERIDAN PRODUCTION PARTNERS II-A, L.P. 
By: Sheridan Production Partners II, LLC, its general partner 

By: __ dd:~ __ &--L.._ .--___ _ 
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

SHERIDAN PRODUCTION PARTNERS 11-M, L.P . 
By: SPP 11-M GP, LLC, its general partner 

By: __ 4L __ ~_ .,, __ _ 
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

SHERIDAN PRODUCTIO~O~PANY, LLC 

By: d.L-~ t7il' 
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

ASSIGNEE: 

RIO OIL AND GAS (PERMIAN) 11 , LLC 

By:---------------
Name: Stacey A. Cude 
Title: President & CEO 

SIGNATURE PAGE TO ASSIGNMENT, BILL OF SALE AND CONVEYANCE 
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IN WITNESS WHEREOF, this Assignment is executed by the parties on the date of their 
respective acknowledgments below, but shall be effective for all purposes as of the Effective 
Time. 

ASSIGNOR: 

SHERIDAN HOLDING COMPANY II , LLC 

By: _____________ _ 
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

SHERIDAN PRODUCTION PARTNERS II-A, L.P. 
By: Sheridan Production Partners II , LLC, its general partner 

By:-------------­
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

SHERIDAN PRODUCTION PARTNERS 11-M, L.P . 
By: SPP 11-M GP, LLC, its general partner 

By: _____________ _ 
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

SHERIDAN PRODUCTION COMPANY, LLC 

By: _ ____________ _ 
Name: Mark A. Miertschin 
Title: Vice President of Business Development 

and Marketing 

ASSIGNEE: 

RIO O\L AN.D GAS (PERMIAN) 11 , LLC 

By: \. A\. 
Name: \stacey A. Cude 
Title: President & CEO 

SIGNATURE PAGE TO ASSIGNMENT, BILL OF SALE AND CONVEYANCE 
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STATE OF TEXAS § 
§ 

COUNTY OF HARRIS § 

The foregoing instrument was acknowledged before me this zg day of February, 2017 
by Mark A. Miertschin , as Vice President of Business Development and Marketing for Sheridan 
Holding Company II, LLC, a Delaware limited liability company, on behalf of said limited liability 
company. 

WITNESS my hand and official seal. 

STATE OF TEXAS § 
§ 

COUNTY OF HARRIS § 

The foregoing instrument was acknowledged before me this Z~ day of February, 2017 
by Mark A. Miertschin , as Vice President of Business Development and Marketing for Sheridan 
Production Partners II, LLC, a Delaware limited liability company, as general partner of Sheridan 
Production Partners II -A, LP. , a Delaware limited partnership, on behalf of said limited 
partnership . 
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WITNESS my hand and official seal. 
r.=,,7-,,;;,,,;,,,=, :!::~=::~=~~~=~:::-i p 

~~•"!"".{',, RENEE NICKLE$ 

STATE OF TEXAS 

COUNTY OF HARRIS 

§ 
§ 
§ 

$0 •' ... 4<.,:. 
g ~ ='1l~}': % Notary Public. Slate at Texas 
~:--·:· ... ~.-~;.]Comm.Expires 03-15-2020 

Notary Public, State of Tex s·,,,,,,~:,,,,,,,, Notory ID 12438 2 77 4 

The foregoing instrument was acknowledged before me this ~ day of February, 2017 
by Mark A. Miertschin, as Vice President of Business Development and Marketing for SPP 11-M 
GP, LLC, a Delaware limited liability company, as general partner of Sheridan Production 
Partners 11-M, LP., a Delaware limited partnership, on behalf of said limited partnership. 

WITNESS my hand and official seal. 

STATE OF TEXAS § 
§ 

COUNTY OF HARRIS § 

,,,,.,,,,,, ""NEE NICKLES $~"':-'.~!':',,;,, rt t f !(~!./{'f>,,§ Notary Public. State ot Texas 
~ .... · .. r-~..-.!.<~ Comm. F-xoires 03-15-2020 
a'"""'O; ,~ ~, 

X $,,,. .. ,,,,, Notary ID 1243827 74 

The foregoing instrument was acknowledged before me this 2~ day of February, 2017 
by Mark A. Miertschin, as Vice President of Business Development and Marketing for Sheridan 
Production Company, LLC, a Delaware limited liability company, on behalf of said limited 
liability company. 

WITNESS my hand and official seal. 

ACKNOWLEDGMENTS TO ASSIGNMENT, BILL OF SALE AND CONVEYANCE 
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STATE OF TEXAS § 

COUNTY OF ~ ~ ~ 
The foregoing instru_ment was acknowledged before me this~day of February, 2017 

by Stacey A. Cude as President & CEO of Rio Oil and Gas (Permian} II, LLC, a Delaware 
limited liability company, on behalf of said limited liability company. 

WITNESS my hand and official seal. 

~~~'!.r}f.11,,, KAREN D. STEINER 
1 

§ft~*1 Notary Public. State of Texas 
\";;.·.~ Comm. Expires 01-16-2021 
"',ifil11,''' Notary ID 130963493 

Public, State of Texas 

ACKNOWLEDGMENTS TO ASSIGNMENT, BILL OF SALE AND CONVEYANCE 
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Attached t o that cert ain Assignment, Bill of Sale and Conveyance dated effective February 28, 2017, betw een Sheridan Holding Company II, LLC, as Seller, and Rio Oil and Gas (Permian) II, LLC, as Buyer 

LEASE NUMBERS 
1 
F0530006-000 

2
TX008513-000 

2
TX008549-000 
2102294-000 

TX009539-000 

TX009S40-000 

TX009541-000 

LESSOR 

STATE OF TEXAS M 106116 

BENTON LAND PARTNERSHIP 

COLLIER ENTERPRISES INC 

M APFCB13-NET, BY LAWRENCE H DAVIS, AIF 

CHARLES W. AND PATTY N. BROWN, LLC. 

HURLEY TEXAS ROYALTY PARTNERSHIP 

CENTURY 2000 ROYALTY PARTNERSHIP 

EXHIBIT A 

ASSIGNED LEASES 

LESSEE 

FOREST OIL CORPORATION 

SANDRIDGE EXPLORATION AND PRODUCTION, LLC 

SANDRIDGE EXPLORATION AND PRODUCTION, LLC 

SANDRIDGE EXPLORATION AND PRODUCTION, LLC 

SANDRIDGE EXPLORATION AND PRODUCTION, LLC 

SANDRIDGE EXPLORATION AND PRODUCTION, LLC 

SAND RIDGE EXPLORATION AND PRODUCTION, LLC 

EFFECTIVE DATE BOOK PAGE ENTRY STATE COUNTY 

1/17/2006 727 679 1578 TEXAS REEVES 

11/30/2010 853 371 TEXAS REEVES 

1/15/2011 853 368 TEXAS REEVES 

10/12/2010 861 203 TEXAS REEVES 

2/23/2012 933 676 12-02507 TEXAS REEVES 

2/23/2012 933 682 12-02509 TEXAS REEVES 

2/23/2012 933 679 12-02508 TEXAS REEVES 

1. Assigned rights are limited from t he stratigraphic equivalent of 600 feet below the top of the Wolfcamp Formation (11,550 feet) to the st ratigraphic eq u ivalent of the base o f t he Wolf camp Formation (H,450 feet) as 

found on the Schlumberger Density/Neutron log for the Vermcjo 58-1 w ell (API: 42301312480000) logged on February 7, 2006. Seller retai ns all other depths. 

2. Assigned rights are limited from the stratigraphic equivalent of 600 feet below the top o f the Wolfcamp Format ion (11,550 feet ) as found on the Schlumberger Density/Neutron log for the Ver mejo 58-1 Well (/\Pl: 

42301312480000) logged on February 7, 2006, down t o 100 feet below t he deepest completed depth (12,587 feet) in the Benton 03 12 02 w ell (API 4238933SSOOOOO). Seller reta i ns all other depths. 
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Attached to that certain Assignment, Bill of Sale and Conveyance dated February 28, 2017, between Sheridan 

Holding Company II, LLC, as Seller, and Rio Oil and Gas {Permian) fl, LLC, as Buyer 

EXHIBIT B 

APPLICABLE CONTRACTS 

None. 

inst No. 17 -03991 
'rnP.NNE Q _ FLOREZ 
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December 14, 2017 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH, COMM [ SS IONER. 

I, George P. Bush, Commissioner of the General Land Office of the State of Texas, do hereby 
certify that the papers, records, and documents of said office show; 

·X··X-* ·X·*·X· ¥.· ·X··Y.· ·X· ·Y.-·X··X-·Y.··X·«··X-

That on November 29, 1907, Section 71, G.A Franklin Survey, Certificate 8315, 567.00 acres in 
Reeves County was awarded to G.A FRANKLIN on his application filed in the Texas General 
Land Office on November 27, 1907, in Scrap File SF-8315, and which application was filed to 
purchase said land under the provisions of "Chapter 47, Act of 1895, and Chapter 129, Act of 
May 19, 1897, and the Acts approved April 19, 1901, April 15, 1905, and May 16, 1907," without 
settlement, said b·act applied for having been classified as MINERAL & DRY GRAZING; 

That on September 24, 1907, D.K. ROBERTSON, Deputy Surveyor of Reeves County Land 
District, surveyed 567.00 acres in Reeves County Land District for G.A FRAl"\TKLIN, by virtue of 
his affidavit and application, and compiled field notes thereon, designating it as Section 71, 
which field notes were recorded in Book 1, Page 565, Surveyor's Records, Reeves County, and 
were filed in the Texas General Land Office in Scrap File SF-8315 on September 28, 1907; 

That the File Wrapper for Scrap File SF-8315 is endorsed: "Abst 2617," "M & DG," "(Stan1ped) 
Forfeited AUG 26 1941, Bascom Giles, Commissioner," 

·X·* ·X·.;(· •)f .;(· *·X· -l<··X·'i· ·X- ·X· ·X· -:f ;.:-

That on July 6, 1999, pursuant to ·the Texas Natur-al Resources Code Chapters 32, 33, 51, and 
Chapter 52, Subchapters A-D and H, and subject to all rules and regulations promulgated by the 
Commissioner of the Texas General Land Office and/or the School Land Board, pursuant 
thereto, and all other applicable statutes and amendments to said Natural Resources Code, 
DAVID DEWHURST, Commissioner of the Texas General Land Office, executed and delivered 
State Oil & Gas Lease M-100702, covering "All of Section 71, G.A. Franklin Survey, Reeves 
County, Texas containing approximately 567 acres, as shown on the official map filed in the 
Texas General Land Office," to FRONTIER LAND CORP., for a cash bonus of $119,637.00, with 
a primary term of Five (5) years, an annual delay rental of $5.00 per acre, and a royalty to the 
State of One-Fourth (1/4) of the production of oil and gas from the tract, subject to the variable 
royalty reduction provision, and, upon the payment of the cash bonus due, and the 1.5% 
statutory sale fee when required, a copy of the lease was filed in the Texas General Land Office 
on January 11, 2000, in Mineral File M-100702; 

1700 North Congress A venue, Austin, Texas 7870 1- 1495 
P.O. Box 12873, Auslin. Texas 78711-2873 

5 12-463-500 I glo.tcxas.gov 



Jay Bivins 
December 14, 2 017 

That on April 19, 2000, FRO ITIER LAND CORPORATION, assigned to HELMERICH & 
PAYNE, INC., various interests in lease M-100702, and said assignment is herein made for all 
purposes to the instrument which was fil ed of record in Volume 617, Pages 302-303, Official 
Public Records, Reeves County, a certified copy of which was filed in the Texas General Land 
Office on July 14, 2000, in Mineral File M-100702; 

That the File Wrapper for Mineral File M-100702 is endorsed: "(Stamped) Released;" 

**************** 

That on January 17, 2006, pursuant to the Texas atural Resources Code Chapters 32, 33, 51, and 
Chapter 52, Subchapters A-D and H, and subject to all rules and regulations promulgated by the 
Commissioner of the Texas General Land Office and/ or the School Land Board, pursuant thereto, 
and all other applicable statutes and amendments to said Natural Resources Code, JERRY E. 
PATTERSON, Commissioner of the Texas General Land Office, executed and delivered State Oil & 
Gas Lease M-106116, cov~ring "Section 71, GA. Franklin Smvey, Reeves County, Texas, containing 
approximately 567 acres, as shown on the official map of Reeves County, Texas now on file in the 
Texas General Land Office, Austin, Texas," to FOREST OIL CORPORATION, for a cash bonus of 
$1,052,919.00, with a primary term of Five (5) years, an annual delay rental of $25.00 per acre, and 
a royalty to the State of One-Fourth (1/ 4) of the production of oil and gas from the tr·act, subject to 
the variable royalty reduction provision, and, upon the payment of the cash bonus due, and the 
1.5% statutory sale fee when required, a copy of the lease was filed in the Texas General Land Office 
on January 17, 2006, in :tvlineral File M-106116; 

That on December 21, 2009, effective date November 1, 2009, FOREST OIL CORPORATION 
and FOREST OIL PERMIAN CORPORATION, collectively, assigned to SAl~DRIDGE 
EXPLORATION AND PRODUCTION, L.L.C., various interests 111 lease M-106116, and reference 
to said assignment is herein made for all purposes to the instrument which was filed of record in 
Book 835, Pages 92-121, Official Public Records, Reeves County, a certified copy of which was 
filed in the Texas General Land Office on June 3, 2010, in Mineral File M-40133; 

That on December 9, 2010, SANDRIDGE EXPLORATION AND PRODUCTION, LLC, assigned 
to ENERGEN RESOURCES CORPORATION, various interests in lease M-106116, with 
additional leases, and reference to said assignment ID #7809 is herein made for all purposes to 
the instr·ument which was filed of record in Volume 862, Pages 325-363, Official Public Records, 
Reeves County, a certified copy of which was filed in the Texas General Land Office on February 
1, 2011, in Mineral File M-35816; 

That on February 26, 2013, SANDRIDGE EXPLORATION & PRODUCTION, LLC, assigned to 
SHERIDAN HOLDING COMPANY II, LLC, various interests in lease M-106116, with additional 
leases, and reference to said assignment ID #8801 is herein made for all purposes to the 
instrument which was filed of record in Clerk's File No. 13-01643, Official Public Records, 
Reeves County, a certified copy of which was filed in the Texas General Land Office on July 16, 
2013, in Mineral File M-106115; 

That on February 7, 2017, ENERGEN RESOURCES CORPORATION, and GEORGE P. BUSH, 
Commissioner of the Texas General Land Office, executed a Unit Agreement which included 
lease M-106116, insofar as 407.512 acres is concerned, and covering an area designated as 
"Goldfinger Sate Unit 71-67, Phantom (Wolfcamp)," and said agreement, having been approved 
by the School Land Board on January 17, 2017, was filed in the Texas General Land Office on 
February 8, 2017, in Mineral File M-106115; 

2 018- 6 



Jay Bivins 
December 14, 2017 

That on February 28, 2017, SIIERlDAN HOLDING COMPANY TI, LLC, SHERIDAN 
PRODUCTION PARTNERS II-A, LP, SHERIDAN PRODUCTION PARTNERS II-M, LP AND 
SHERIDAN PRODUCTION COMP ANY, LLC, assigned to RIO OIL AND GAS (PERMIAN) II, 
LLC, various interests in lease M-106116, with additional leases, and reference to said 
assignment ID #10381 is herein made for all purposes to the instrument which was filed of 
record in Volume 1384, Pages 746-756, Official Public Records, Reeves County, a certified copy 
of which was filed in the Texas General Land Office on September 18, 2017, in Mineral File 
M-106116; 

**************** 

IN TESTIMONY WHEREOF, I hereto set my hand and seal of said office the first date above 
wTitten. 

L,__,Q. ()£ 
GEORGE P. BUSH 
COMMISSIONER OF THE GENERAL LAND OFFICE 

GPB/wt 
Name: 

Dicta No.: 
Fee: 
Files: 

2 018-6 

Jay Bivins 
P.O. Box 52149 
Lafayette, LA 70505 
2018-6 
$600.00 
SF-8315, M-40133, M-35816, M-106115, M-106116, M-10070 2 
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Certified Mail service provides the following benefits: 
• A receipt (lhJs portion of the Certified Mall labeQ. for an electronic return recelp~ see a retail 
• A unique Identifier for your mallplece. associate for assistance. To recelvo a duplicate 
• Electronic venfica~on of delivery or attempted return receipt 10( no addition:il fee, present this 

delivery. USPS®-~arked CertJfied Mall receipt to tho 
• A record of defivery (mcludlng the reciplenl's retail assocmte. 

signature) that ts retained by the Postal Service- • RestJfcted delivery servfce, which provides 
for a specttled period. delivery to tho addressee specified by name, or 

to the addressee's authorized agent 
lmpormnt Reminders: • Adult signature service, which requires the 
• You may purchase Certified Mall service with slgnee to be at least 21 years of age (not 

Rrst-Class Mall•, Arst-Ctass Package ServlCS-, available et rcta!Q. 
or Prionty Mal,. service. • Adult slgnalllre restrlcted delivery service, which 

• Certrlled Mall service Is not available for requires the slgncc to be at least 21 yeass of age 
International mall. and provides delivery to the addressee specified 

• Insurance coverage Is not available for purchase by name, or to the addressee's authorized agent 
with CertJfied Mall seM<:1l. However, the purchase (not available at retalQ. 
of CertJfied Mall service does not change the • To ensure that your Certified Mall receipt Is 
Insurance coverage automatlcalty Included with accepted as leg:il proof or malling, It should bear a 
certain Priority Mail items USPS postmask. If you would hl<e a postmat11 on 

• For an additJOnal fee, and Vllth a proper this CertJfied Mall receipt. please present your 
endorsement on the mallplece, you may request Certified Mail Item at a Post Office- for 
the following services: postmerl<ing. If you don't need a postmat11 on this 
- Return receipt serme. Whleh provides a record Certified Mall receipt, detach tho barcoded ~on 

of delivery Ondudlng lhe recipient's signature). of this label, affll( It to the mallptece, apply 
You can request a hardcopy rohlm receipt or an appropriate pos!Bge, and deposit the maltplece. 
electronic version. For a hardcopy rolllm receip~ · 
complete PS Form 38 t 1, DomestJc Re tum 
Rsco/pt attach PS Fom;i 3811 to your mallplece; IMPORTANT: Save this receipt for your records. 

PS Form 3800, Aprtl 2015 (R-..) PSN 7~-000-9047 
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Postal Service 
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Texas General La nd Office 
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ENDER: COMPLETE THIS SECTION, 

• Complete items 1, 2, and 3. 
• Print your name and address on the reverse 

so that we can return the card to you. 

• Attach this card to the back of the mail piece, 
or on the front if space permits. 

" 

X 
B. Rec~by (Printed Name) 

l-11-+v~ 

D Agent 
D Addressee 

C. Date of Delivery 
4 ,.. ' '-.. ' 

1. ~rticle Addressed to: f) 1 f, (>_..,,,__ 
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Delivery 
D Return Receipt for 

Merchandise 
D Signature Confirmation™ 
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Restricted Delivery 

Domestic Return Receipt 



Texas General Land Office 
Reconciliation Billing PO Box 12873 

A ustin, TX 78711-2873 
(800) 998-445 6 
8 :o o - 5 :0 0 M-F George P. Bush , Commissioner 

Sheridan Production Company LLC 

9 Greenway Plaza Ste 1300 
Houston, TX 77046-0922 

Total Due 

Billing Date: 4/13/2018 
Billing Due Date: 5/13/2018 
Customer Number : C000048206 

$ 1,249.93 

Penalty and interest have been calculated t hru 4/30/2018. Payment remitted after 4/30/2018 will 
result in add itiona l penalty and interest charges. 

Contact Info: 

NOTICE 

• Please update GLOl and GL02 production reports to correct volumes. 

• Please do not update GL03 report to include billed royalty, penalty or interest. This receivable has already 
been recorded. 

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo. texas.gov. 

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently, 
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues. 

------------ ------ -------------- ------ -------------- -------- ------------------------ ----- --------
Detach and return with payment 

Reconciliation Bill ing 

Sheridan Production Company LLC 

Billing Date: 4/ 13/2018 

Billing Due Date: 5/13/2018 

Cu stomer Number: C000048206 

Invoice Mineral File Gas Royalty i 
18I00428 MF106116 $1,041.62 

Total Due $1,041.62 

Amt. Paid 

Oil Royalty 

$0.00 

$0.00 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Penalty Interest 

$165.17 $43.14 

$165.17 $43.14 

Total Due 

$1,249.93 

$ 1,249.93 



Customer ID: C000048206 Category Gas 
Invoice Number: Auditor/AE: Rbaggeriy 
GLO Lease: MF106116 Billing Date: 4/11 /2018 
GLO Review: SHERIDAN PRODUCTION COMPANY LLC P&I Calculation Date: 4/3012018 
Review Period: September 2016 through August 2017 Royal ty Rate: 25.00% 

M_o_rith LYfl; • .,.: ~-=-; ~~m~:~---
1 

~a~/011 Volume Trac: ;artlcipJ Price ' BTU . - ; Gross Value I Royalty Due I Royalty Paid Additional RO! Number of Da' Interest Rate For I Penalty Rate Frorr Interest Rate Fron Revenue Due ~, 

Dec-18 08-264576 0 1.00000000 $ $ $237 526.47 $237 427.02 $99.45 439 

Jan-17 08-264576 0 1.00000000 S s $223,051.01 $222,649.36 $401.65 411 

Feb-17 08-264576 a 1.00000000 s $ $178,092.43 $177 918.71 $173.7:! J80 

Mar-17 08-264576 0 1.00000000 S s s204 n o.as $204 621 .70 $148.35 350 

r-17 08-264578 0 1.00000000 $ s $190 447.72 $190 343.96 $103.76 319 

ATIN: Jonathan Goodwin 
CERTIFIED MAIL: 7016 0600 0000 6595 5158 

COMMENTS: 

NOTE 1: 

BILLING FOR DUE VS PAID. NON-PAYMENT OF ROYALTIES. 

COLUMNS (2) RRC NUMBER 

COLUMNS (12), (13). (14) 

08-264576 

PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENAL TY AND INTEREST ASSESSMENT: 

hl!p:l/\wm.glo.1exas.gov1energy-business/oil-gas/rrac1Jorms/penaltv-in1erest-assessmen1-rv1es.pdf 

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYAL TY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTIOM HALF OF THE ATIACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT. NOTIFY THE AUDITOR AS TO THE 
REMITIANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

4.75% $25.00 $4.92 $129.37 

4.75% $40.17 $18.40 $460.22 

4.75% $25.00 $7.26 $205.98 

4.75% $25.00 S5.62 $178.97 

4.75% $25.00 $3.51 $132.27 



Auditor/Account Examiner: Rose Baggerly 
Company Name: Sheridan Production Co LLC 
Customer umber: C000048206 
Mineral Fi le#: MF106116 
Transaction Type: Volume Reconci liation 
Other / Invoice #: 

Previous Amount Current Amount 

$1,249.93 

All original invoices must be approved. 

Energy Fin ancial Management 

SMAR Activity / Invoicing Approval 

Date AE / Reviewer's Notes 
Billing fo r Due vs Paid non-

04/11/18 payment of royal ties 

All reductions in bill ing of more than $1000 must be approved. 

Reviewer's Signatu R.e / AR Notes 

\ 
MM 4/11/2018 



File No. Jf f /t) 6 I/{:, @ 
----------""T _____ __ County 

Date Fi led: , { I / I I <> 

George P. Bush, Commissionc~ 

By·---------------=-~-L-__._~ 



RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

PERM IT TO DRILL. DEEPEN. PLUG BACK,ORRE-ENTER O AREGULAR OR ADMI I TRATJVEEXCEPTIO LOCATIO 

PERMIT UMBER 

835427 
DATE PERMIT I UED OR AME OED 

Jan 30, 2018 

API UMBER FORM W-1 RECEIVED 

42-389-36768 Jan 19, 2018 

TYPE OF OPERATION WELLBORE PROFILE(S) 

Horizontal NEW DRILL 

OPERATOR 

RIO OIL AND GAS (PERMIAN) 11,LLC 

3 WATER SQUARE PLACE SUITE 500 
THE WOODLANDS, TX 77380-0000 

LEA E NAM E 
EXPEDITION STATE UNIT 71-67 

LOCATIO 
19.8 miles NW direction from PECOS 

712803 

DI TRICT 

* 08 

COUNTY 

REEVES 

ACRE 

1207 

OTICE 
This permit and any allowable assigned may be 
revoked if payment for fec(s) submitted 10 Lhe 

Commission is not honored. 
Dislricl Office Telephone 'o: 

(432) 684-5581 

WELL UMBER 
1H 

TOTAL OEPTII 
23000 

eetion. Block and/or Survey 

ECTION < 67 13LOCK < Al3 TRACT < 

URVEY < FRANKLIN , GA 

DI TA E TO URVEY LI E 
650 ft. NORTHEAST 640 ft . NORTHWEST 

DI TA CE TO LEA E LI E 
650 ft . NORTHEAST 640 ft. NORTHWEST 

FIELD(s) and LIMITATIO 

DI TANCE TO NEARE T LEA E LINE 
330 ft. 

DI TANCE TO EARE T WELL ON LEA E 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD AME 
LEASE NAME 

ACRE DEPT! I 
EAR£ T LEASE 

WELL# DI T 
EARESTWE 

FORD, WEST (WOLFCAMP) 

EXPEDITION STATE UNIT 71-67 

1207.00 

330 

11 ,600 1H 08 

0 

WELLBORE PROFILE(s) FOR FIELD: Horizontal 

RESTRICT ION : Thi s is a hydrogen s ulfide f ield. Hydrogen Sulfide Fields with perforations must be 
isolated and tested per State Wide Rule 36 and a Form H-9 f iled with the district office . 
Fields with SWR 10 authority to down.hole commingle must be isolated and tested 
individually prior to commingl ing production . 

Lateral: THl 
Penetration Point Location 

Lease Lines: 850 . 0 F NORTHEAST L 
330.0 F NORTHWEST L 

Terminus Location 
BH County: REEVES 
Section: 71 
Survey : SF 8315 
Lease Lines: 

Survey Lines: 

Block: 

275.0 F SOUTH L 
330 . 0 F NORTHWEST L 
275.0 F SOUTH L 
330.0 F NORTHWEST L 

Abstract: 

THE FOLLOWf G RESTRICTIO S A PPLY TO ALL FIELDS 

Data Validalion Time tamp: Feb 12, 20 18 11 : 12 AM( Current Ver ion ) Page 3 of5 

•••• • • • •• • 
• 

• • •••••• • 
•••• • • ••• 
• 

• • •••••• • 
••• • • ••• 



RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIV ISION 

PERMIT TO DRJ LL. DEEPEN, PLUG B/\CK. OR RE-E TER ON A REGUL/\R OR A DMI I TRA1W E EXCEPTION LOCATIO 

PERM IT UMBER 

835427 
DATE PERM IT IS UED OR AME OED 

Jan 30, 2018 

API UMBER FORM W-1 RECEIVED 

42-389-36768 Jan 19, 2018 

TYPE OF OPERATIO WELLBORE PROFI LE(S) 

Horizontal NEW DRILL 

OPERATOR 

RIO OIL AND GAS (PERMIAN) 11 ,LLC 

3 WATER SQUARE PLACE SUITE 500 
THE WOODLANDS, TX 77380-0000 

LEASE AM E 
EXPEDITION STATE UNIT 71-67 

LOC/\TION 
19.8 miles NW direction from PECOS 

712803 

DISTRI CT 

* 08 

CO TY 

REEVES 

A RE 

1207 

OTICE 
This pennit and any allowable assigned may be 
revoked if payment for fee(s) subrnillcd to the 

Commission is not honored. 
Dis1rict Office Telephone I o: 

(432) 684-5581 

WELL UMBER 
1H 

TOTAL DEPTII 
23000 

ection. Block and/or urvey 

SECrtO < 67 BLOCK < ABSTRACT < 

SURVEY < FRANKLIN, GA 

DISTA CE TO UR VEY LI E 

650 ft. NORTHEAST 640 ft. NORTHWEST 

DISTA CE TO LEA E LINES 
650 ft. NORTHEAST 640 ft. NORTHWEST 

FIELD(s) and LIMITATIO 

DI TA E TO EAR.EST LEA ELI E 
330 ft . 

DI TANCE TO EAREST WELL O LEA E 
See FIELD(s) Below 

• SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD NAME ACRE DEPTII WELL# DIST 
LEA E NAME EAREST LEASE EARESTWE 

This well shall be completed and produced in compliance with applicable special field or statewide spacing and density ru les. If this 
well is to be used for brine mining, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas in 
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, including 
drilling, of the well in accordance with Statewide Rules 81, 95, and 97. 
This well must comply to the new SWR 3.13 requirements concern ing the isolation of any potential flow zones and zones with 
corrosive formation fluids. See approved permit for those formations that have been identified for the county in which you are 
drilling the well in. 

Data Validation Time tamp: Feb 12.2018 11 : 12 AM( Current Version ) Page 4 of S 
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• 

• • ....... 
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• 

• • ••••• • .. .. 
• • ••• 



Formation Shallow 
Top 

FORD-DELA WAR 2,500 
E 

CASTILLE 2,800 

BELL CA YON 4,800 

DELA WARE 2,500 

DELAWARE 6,500 
CO SOLIDA TED 
GAS 
CHERRY 3,800 
CANYON 
BO E SPRJ GS 7,500 

PERM IA 11 ,300 

WOLFCAMP 10,000 

PE SYLVA IA 11 ,000 

MISS lSS IPPIA 10,000 

DEVO IA 13,600 

FUSSELMA 14,000 

ELLE BURGER 15,000 

RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVTSION 

SWR #13 Fornrntion Data 

REEVES (389) County 

Deep Remarks 
Top 

2,500 

2,800 

5,000 

5,700 

6,500 

7,800 

9,800 

11,300 

12,300 

14.900 

16,000 

17,800 

17.800 

20,800 

Geological Effective 
Order Date 

I 12/17/20 13 

2 12/ 17/20 13 

3 12/ 17/20 13 

4 12/ 17/20 13 

s 12/ 17/20 13 

6 12/ 17/20 13 

7 12/ 17/201 3 

8 12/1 7/201 3 

9 12/ 17/201 3 

10 l 2/1 7/201 3 

II 12/1 7/20 13 

12 12/ 17/2013 

13 12/ 17/201 3 

14 12/ 17/20 13 

The above list may not be all inclusive, and rnay also include form ations that do not intersect all wellbores. Fonnation "TOP" 
information listed renects an esti mated range based on geologic variances across the county. To clari fy, the "Deep Top" is not the 
bottom of the formation; it is the deepest depth at which the "TOP" of the fom, ation has been or might be encountered. This is a 
dynamic list subject 10 updates and revisions. It is the operator's responsibility to make sure that at the time of pudding the well the 
most current list is being referenced. Refer to the RRC website at the fo llowing address for the most recent in formation. 
http://www. rrc. texas.gov/o i I-gas/compl iance-en forcement/ ru le- 13-geologic- formation-info 

• ••• • • • •• • 
• 

• • ••• ••• • 
•••• • •• •• 
• 

• • •••••• • 
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GROUNDWATER PROTECTION DETERMINATION Form GW-2 

Groundwater Advisory Unit 

Attention: RIO OIL AND GAS (PERMIAN) API Number: 38936768 

3 WATER SQUARE PLACE County: REEVES 

THE WOODLANDS, TX 77380 
Lease Name: EXPEDITION STATE UNIT 71 -67 

Lease Number: 
Operator No.: 712803 

1H Well Number: 

Total Vertical Depth: 23000 

Latitude: 31.653450 

Longitude: -103.697062 

Datum: NAD27 

Purpose: New Drill 

Location: Survey-FRANKLIN, GA; Section-67 

To protect usable-quality groundwater at this location, the Groundwater Advisory Unit of the Railroad Commission of 
Texas recommends: 

Water-bearing strata from the land surface to a depth of 825 feet and the Rustler, which is estimated to occur from 1025 
to 1800 feet must be protected. 

This recommendation is applicable for all wells drilled in this Section 67. 

Please send Gamma/Porosity log of this well when it is available. 

Note: Unless stated otherwise , this recommendation is intended to apply only to the subject wel l and not for area-wide use. 
This recommendation is for normal drilling, production, and plugging operations only. It does not apply to saltwater disposal 
operation into a nonproductive zone (RRC Form W-14). 

This determination is based on information provided when the application was submitted on 01 /31/2018. If the location 
information has changed, you must contact the Groundwater Advisory Unit, and submit a new application if necessary. 
If you have questions, please contact us at 512-463-2741 or gau@rrc.texas.gov. 

Groundwater Advisory Unit, Oil and Gas Division 

Form GW-2 P.O. Box 12967 Austin, Texas 78771-2967 512-463-27 41 Internet address: www.rrc.t,exas.gov 
Rev. 02/2014 

• ••• • • • •• • 
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RAILROAD COMMISSION OF TEXAS 
Oil and Gas Division 
PO Box 12967 
Austin, Texas 78711-2967 
www.rrc.texas.gov 

1. Field Name(s) 

FORD, WEST (WOLFCAMP) 
4. Operator Nome 

RIO OIL AND GAS (PERMIAN) 11 ,LLC 

7. Pooled Unit Name 

EXPEDITION STATE UNIT 71-67 

10. County 

REEVES 

CERTIFICATE OF 
POOLING AUTHORITY 

Revised 0512001 

2. Lease/ID Number /,I asslpood) 

5. Operator P-5 Number 

712803 

8. API Number 

11. Total acres in pooled unit 

1207 

P-12 

3. RRC Oislrict Number 

08 

6. Well Number 

1H 

9. Purpose of FUlng 

[2] Drilling Permit (W-1) 

D Comp!etion Report 

DESCRIPTION OF INDIVIDUAL TRACTS CONTAINED WITHIN THE POOLED UNIT 

TRACT/PLAT 

IDENTIFIER 

TRACT 

NAME 

ACRES IN T RACT 

rseo Inst. #7 botowl 

INDICATE UNDIVIDED INTERESTS 

UNI.EASED NON-POOLED 

TRACT#1 567 

2 TRACT #2 640 D D 

CERTIFICATION: 

I declare under penalties prescribed pursuant to the Sec. 91 .143, Texas Natural Resources Code, that I am authorized to make the 
foregoing statements and that he information provided by me or under my direction on this Certificate of Pooling Authority is true, 
correct, ~1 he b st of my knowledge. 

Signature 

SR OPS ENGINEER DAST@RIOOG 

Title E-mail /if ovatab/cJ 

INSTRUCTIONS - Reference: Statewide Rules 31, 38 and 40 

DAVID AST 

Print Name 

01/19/2018 

Date 

(832) 616-3728 
Phone 

1. When two or more tracts are pooled lo form a unit to obtain a drilling permit, file completion paperwork, or reform a pooled unit pursuant to 
Rule 38{d)(3) the operator must file an original Certificate of Pooling Authority and certified plat. 

2. The certified plat shall designate each tract with an outline and a tract identifier. The tract identifier on lhe plat shall correspond to lhe tract 
idenlifier and associated informalion listed on the Certificate. 

3. If within an Individual tract, a non-pooled and/or unleased Interest exists, indicate by checking the appropriate box. 
4. If the Purpose of Filing is to obtain a drilling permit , in box #1 list all applicable fields separately or enter "All Fields" if the Certificate pertains 

to all fields requested on Form W-1. 
5. If the Purpose of Filing is to file completion paperwork, enter the applicable field name In box #1 for the completion. 
6. Identify the drill site tract with an • lo the left of the tract identifier. 
7. The total number of acres In lhe pooled unit In #1 1 should equal the total of all acres in the Individual tracts listed. 

1 1 Page __ of __ _ 

• ••• • • • •• • 
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.llBCtil V bl.. 
U C OF TBXA~ 

/.\I 11 .,, IU1f 
O&(, 

Midlanr. 

ELK RIVER 

Wednesday, March 07, 2018 

Attn: Mr. Tom Fouts 
Railroad Commission of Texas 
Conoco Towers 
IO Desta Drive, Suite 500E 
Midland, Texas 79705 

Re: Drilling H-9 
Expedition State Unit 7 1-67 # I H 
Rio Oil and Gas (Permian) II , LLC / Operator #7 12803 
Lease Name: Expedition State Unit 71-67 # 1H 
Reeves County, Texas 

Dear Tom: 

Oil w d Gos II, LLC 

Io compliance with SWR 36, Elk River Resources, LLC wishes to submit the enclosed drilling H-9 in 
triplicate. We also respectfully request an exception from waiting the 30-day period allowing us to drill 
sooner as we are currently negotiating a Latshaw Drill ing rig contract. Please feel free to contact if thcre is 
an inquiry or I may provide additional infonnation. 

Sincerely, 

~ .. ,;~~-SJ 
VCWJvvM. tlowct,vd, 
Operations Assistant 
Rio O il and Gas (Permian) IJ , LLC 
Elk River Resources, LLC 
dhoward@rioog.com 
dhoward@elk-river.com 
432/2 18-2260 direct 
432/2 18-2250 main 
432/218.2251 fax 

30-Day waiver request 

enclosed : Drilling H-9 Certificate (3) 

•••• • • • •• • 
• 
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JC.tic.;tu V l:)'­
RRC OF 'I'RKft ~ 

RAILROAD COMMISSION OF TEXAS 
OIL AND GAS DIVISION 

M K U 9 i'UJU 

~ 
Mfctls&< FORM H-9 

12/12/77 

CERTIFICATE OF COMPLIANCE STATEWIDE RULE 36 
P'ILE WITH 

DISTRICT OP'rlCE 
IN TfllPLICATE 

1, Operator 12. Operator Number (Sae lnatructlon 13) 3, RRC Diet. 
Rio Oil and Gas(Permian) II, LLC 712803 08 

4, Street or P . O. Box Ho. ,S. City 16, St a te 7. Zip Code 
3 Water Square Place, Ste 500 The Woodlands TX 77380 

8, Name of Lene, Facility or Ope,.tlon 19· Field or ArH Name 110. County 
Exoedition State Unit 71-67 Ford, West (Wlfcmp) #31913800 REEVES 
11. Oene,.I Operation Type - Circle One: ! Other Explanation 

A -011 Pleld Production B •Ou F ield Production I Drilling and Completion - avg concentration 25,000 
I 

C • Pipeline or Oatherln1 Sya. D • Quo line Plant 
I 

13. 'Hydroeen Sulfide 14. Maximum Eacapa Volwn• 
~ rUlln11 or Wor.:~ver F - Swae1Jnln1 Unit Concentration 25000 P PM 20 MCF/ Day 

G -ComblnaUon Cexolaln) H -011,er (exolaln) IS. 100 PPM Radlu• of 111. SOO P-PM Radlua 06 
12, RRC 10# of : Type ID 1 fod\ljate If Filln1 

E,cpoaur• (ROE) 65 
P't. 

E,cpo1ure (RO!t) 3 
Ft. 

Operation(•) to be J Coda (SH; 
P°!e1tl't;&.1y 17, •Operation la E11lalln1 New 18. Modlflca llon Re• Ye, No Cove,ed by Thia j ln~tnictlon! n f7l 1ultJn1 In Certl· n r.71 Certlllcate : 12 ! YES NO flee t• Chantt• 

I I 
19. 'lforlcover or Drllllnif Well with 100 PPM ROE Gruter YH No I 

DP 8e4z!7 15 I 

./ than 3000' feet on u le 36 Certified Well/Lene 00 

t/J35'1Ji7 
i I 20. Proloua Certlrlc• te Number If Avellabl• 
! n/a i I (Per Amended CertlflcatH) .. I 

! I 21 , Th• 100 PPM ROE lncludn any part of • Yn No 
i i public are• except a public road n r.7i : : 
I I 22. The S00 PPM ROE lnc ludH eny part of 1 Yea No 
I I 

n rvr' ' public roed : I 

I I 23. Injection of Ould contalnlntt Hydro1en Sulfide Yu No i I 

: ! (Su ln1tn1ctlon ~ 4) n r.7l 
I i 24. Date (or Depth) of Compll•nc• with all 

03/0}/~ _ / 19 - -I ~ eppllcable provhlon1 of Rule 36 ! 
M~~•Y Year 

t I Depth of Co,npllance 
l ' I for Drilllnc Operation '-l<ti-ffom Surface 

~5. Conllnpncy Plan Yea No 
Location of Plan (SH lnatructlon 15) ff•• been prepared D @ .. 

1004 N. Big Spring, Ste 610, Midland, :rx 79701-3367 

26. Locetlon of data. uud to prepare thla certificate (SN lnatnictlon 15) 

1004 N. Big Spring, Ste 610, Midland, TX 79701-3367 

CIIIT IP'ICATI , 
I declare 1111der penaltln p,eacribed In Section 91.143, Natural RHourcH Code, that I am authorised to make thla report, that 
thla report WH prepared by me or under my aupervtalon, end that I am qualtrled to 1118ke Ihle certification by virtue of my 
tn.lclln1 Md experience, and by my analy1la of the operation beln1 certified, or by the analyala of q ... llfled peraon workln1 
under my aupe"(l•lon, end that th~ ta and feet• 1tated therein ere true, correct, and complete, to th• beet of my knowl eda;e. 

~ '),, ~ Y ,~ ·; f:l>,, r."" ' Operations Assistant (432) 218-2260 03/07/18 
Re}reHntetlve of Company Title Phone No. Dete 

RAILROAD COMMISSION use ONLY 

Thie operation and the eqllipment ueed therein I• epproved on th• bul1 of the above certlflcetlon and la aubJect to further Com· 
mlHlon eudlt for c:ompUa11ce with the required provlalona of Statewide Rule 36. Thi• approval mey be cancelled If lnTHtll(allon 
determine• that the operation doee no t comply with th• provlalon• of Statewide 71• 36.

1 APPROVED BY: ~ ~ DATE: __.Q"+--+l..:::6-+-...J!r...J.LJ)J'-~~ -------
. J 7 O°Jt:),O/J] 

RBMARKS: CERTIFICATION NUMBER: - -=--..J--+-l--<~.,u...L_-1------ -

v 

. .. " 
• • • •• • 
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RAILROAD COMMISSION OF TEXAS 
1701 N. Congress 

P.O. Bo,c 12967 

Austin, Texas 78701-2967 

Operator Address: 3 WATER SQUARE PLACE SUITE 500 THE WOODLANDS, TX 77380-0000 

SECTION II. WELL INFORMATION 
Distr ict No.: 08 County: Reeves 

W ell No.: 1H API No. : 

Tota l Lease Acres: 1201 Drilling Permit No.: 

Lease Nam e: EXPEDITION STATE UNIT 71-67 Lease No. : 

Field Name: FORD, WEST (WOLFCAMP) Fie ld No.: 

P-16 Data Sheet 
(Optional) 

Page 1 
Rev. 09/2014 

Purpose of Filing: 

IZI Drilling Permit Application 
(Form W-1) 

0 Completion Report 
(Form G-1/W-2) 

Filer is the owner or lessee, or has been authorized by the owner or lessee, of all or an undivided portion of the mineral estate under each tract for which fi ler is listed 
as operator below. For all leases operated by other entities, the number of assigned acres shown are reflected on current Commission records or the filer has been 

authorized by the current operat or to change the assigned acreage of that operator as shown below. 

SECTION Ill. LISTING OF ALL WELLS IN THE APPLIED-FOR FIELD ON THE SAME ACREAGE AS THE LEASE, POOLED UNIT, 
OR UNITIZED TRACT DESIGNATED IN SECTION II ABOVE BY FILER 

RRC ID No. or Well 
H-Horizonta l 

Acres 
SWR38 Operator Name and 

D-Directional Lease Name API No. 
Assigned 

Except. Operator No. 
Lease No. No. 

V -Vertical (Y/N) (if different from filing operator) 

1H H EXPEDITION STATE UNIT 71 -67 1207 N 

Total W ell Count> 0 1207 < A . Total A ssigned Horiz. Acreage 1207 < C. Total Assigned Acreage 

0 < Total Remaining Horiz. Acreage 0 < Total !Remaining Acreage 

0 < B. Total Assigned Vert./Dir. Acreage 

1207 < Total Rema ining Vert./Dir. Acreage 

•••• • • • •• • 
• 

• • •••••• • 
•••• • •••• 
• 

• • •••••• • 
c::::::Jhiioi/NlilM®tMIDi~ii'ilHii!illlJGiii,ilil!flit!llt!---:J . :: . : . 

Attach Additional Pages A s Needed. IZI No additional pages 0 Additional Pages: __ (No. of additiona l pages) 

CE RTIFICATION: I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that this report was prepared by me or under my supervision o r 
direction, that I am authorized to make this report, and that the information contained in this report Is true, correct, and complete to the best of my knowledge. 

David Ast David Ast 
Signature Name and tit le (type or print) 

dast@rioog .com 
Email (include email address only if you affirmatively 
consent to its public release) 

3 WATER SQUARE PLACE SUITE 500 THE WOODLANDS, TX 77380 832-616-3728 01/19/18 
Address City, St ate, Zip Code Tel: Area Code Number Date: mo. day y r. 



RAILROAD COMMISSION OF TEXAS 
1701 N. Cong re ss 

P.O . Box 12967 

Aust in, Texas 78701-2967 

Acreage Designation 

P-16 Data Sheet 
(Optional) 

Page 2 
Rev. 09/2014 

File r Is the owner or lessee of a ll or a n undivided portion of the minerals under each tract liste d be low and has the legal right to drill on each tract traversed by the 
well that will have perforations or other take points open in the interval of the applied-for fie ld(sl. All tracts liste d will actually be traverse d by the we llbore or the 
filer has pooling authority or other contractual authority, such as a production sharing agreement, authorizing inclusion of the non-drillsite t ract in the acreage 
assigned to the well. 

SECTION V. LISTING OF ALL TRACTS CONTRIBUTING ACREAGE TO AN RRC DESIGNATED DRILLSITE DEVELOPMENTAL UNIT THAT IS NOT A SINGLE 

LEASE, POOLED UNIT, OR GROUP OF TRACTS UNITIZED BY CONTRACT FOR PURPOSES OF SECONDARY RECOVERY 

RRC ID No . o r Leas e Na m e Begin nin g Le ase Allocated End ing Lease Operator Na m e and O pe ra tor No . 

Lease No. Acreage Lease Acreage Acreage (if diffe re n t from fi ling o perator) 

Total Alloca ted Acreage> 0 0 < Total Lease Acreage 

Filer is the owne r or lessee, or has been authorized by the owner or lessee, of all or an undivided portion of the mineral estate under each tract for which fil er is listed 
as o perator below. For a ll leases operate d by other ent ities, the number of assigne d acres shown are re flecte d on current Commission records or the filer has been 
authorized by the curre nt operator to change the assigned acreage of that operator as shown below. 

SECTION VI. LISTING OF ALL WELLS IN THE APPLIED FOR FIELD ON THE SAME ACREAGE 
AS THE LEASE OR POOLED UNIT DESIGNATED FOR THE TRACTS LISTED IN SECTION V BY FILER 

SWR 
H-Horizonta l 

SWR 
H-Ho rizontal 

We ll Acre s 38 
D-Directional RRC ID No. or Lease No . 

Well Acres 38 
0 -Dire ctional RRC ID No. or Lease No. 

Assigned Except. No. Assigned Except. No. 
V-Ve rtical V-Ve rtical (Y/N) {Y/N) 

A. Total We lls & Acreage > 0 0 A. Total Wells & Acreage > 0 0 

B. Total Assigned Horiz. Acreage > B. Tota l Assigne d Horiz. Acreage > 

C. Total Assigned Vert./Dir. Acreage > C. Total Assigned Vert./Dir. Acreage> 

SECTION VII . REMARKS 

• • •• • • • •• • 
• 
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CHRISTI CRADDICK, CHAIRMAN 

RYAN SITTON, COMMISSIONER 

WAYNE CHRISTIAN, COMMISSIONER 

LORI WROTENBERY 

DIRECTOR, OIL AND GAS DIVISION 

D. CRAIG PEARSON 

DISTRICT DIRECTOR 

RAILROAD COMMISSION OF TEXAS 
OIL AND GAS DIVISION 

OPERATOR Name: RIO OIL AND GAS (PERMIAN) 11,LLC RE: Lease: EXPEDITION STATE UNIT 71-

Address1: 

Address2: 

City: 

State: 

3 WATER SQUARE PLACE SUITE 500 

THE WOODLANDS 

TX 

67 

Well No: 1H 

Sec: 67 Block: 

County: REEVES 

Survey Name: FRANKLIN, GA 

SWR13EX Application Number: 25570 Drilling Permit No: 835427 

SWR 13 CASING EXCEPTION APPLICATION/ALTERNATIVE REQUEST APPROVED 

The Proposed Casing and Cementing Program submitted for the LEASE NAME: EXPEDITION STATE UNIT 71-67 ; 

WELL NUMBER: 1 H has been approved by the Railroad Commission of Texas District Office. 

a. A copy of this approved let1er must be kept on location during all phases of drilling and/or plugg ing 
operations . Once approved , cha nges CANNOT be made to the Proposed Casing Program on the 
original application without additional approval from the Rai lroad Commission of Texas District Office. 

b. Any substantive modifications to the cemen t program require prior approval from the Railroad 
Commission of Texas District Office, and may require re-submission of the SWR 13 (Statewide Rule 
13) Alternate Surface Casing Application. Contact the Railroad Commission of Texas District Office for 
more information. 

c. The tai l slurry must be sufficient to fill the Zone of Critical Cement as described in Statewide Rule 
13(b}(1 )(H)(i). In addition, all cement slurries must be mixed on location as described in Application for 
Alternate Surface Casing Program. 

d. The casing and cement program shall adhere to the following specifications: 

Set 3840 feet of surface casing wi th a multistage tool set at a depth of not less than 1850 feet. 
Ci rculate cement from the multistage tool to the ground surface. If cement does not circulate to 
surface during the fi rst stage, the multistage tool MUST be opened and neat cement be circulated 
from the tool to the surface. 

IF CEMENT IS NOT CIRCULATED TO THE GROUND SURFACE AS REQU IRED BY THIS EXCEPTION, YOU 
MUST CONTACT THE RAILROAD COMMISSION OF TEXAS DISTRICT OFFICE IMMEDIATELY AND FOLLOW 
THE PROCEDURES SET OUT IN RULE 13(b)(1 )(H)(iii ) OR AS REQUIRED BY THE RAILROAD COMMISSION OF 
TEXAS DISTRICT OFFICE. 

• ••• • • • •• • 
• 

• • •••••• • 
•••• • •••• 
• 
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You must comply with all other provisions of SWR 13 (Statewide Rule 13) and a representative of the cementing company 
who performs the cementing job for the protection of usable quality water strata must sign the Form W-15 attesting to the 
information regarding cementing operations performed; including circulation of cement. (Note: If surface casing is set 
below the approved depth , this can result in denial of future Statewide Rule 13(b)(1 )(H)(i) requests.) A condition of the 
approved drill ing permit requi res notification to the Railroad Commission of Texas District Office eight (8) hours prior to 
the time casing is to be seUcemented in the well. If your exception request was submitted after the subject well has been 
drilled and completed, the operator may be referred for enforcement action. 

This authorization shall expire within five (5) years from the date the Groundwater Protection Determination was issued, or 
at the expiration of the drilling permit (if the well is not spudded prior to expiration) for the referenced well , whichever 
occurs first. Furthermore, this authorization supersedes any prior authorizations issued for the referenced well. 

This exception is based on information provided when the application was submitted on 02/26/2018 
If any information has changed, you must contact the appropriate Railroad Commission of Texas District Office, and 
submit a new application if appl icable. If you have questions, please contact the appropriate Oil and Gas District office . 

RRC APPROVAL BY: 

0. CRAIG PEARSON 

DISTRICT DIRECTOR 

Wade Goode DATE: 03/01/2018 

•••• • • • •• • 
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ECTION 71, .F. 83 15 
GA FRANKLIN URVEY 
REEVES COUNTY, TEXAS 

567 ACRES 
lRACT /1 1 

CERTIFICATION: 
Th+1wtUklo.1110f1,J,ow.iCW1th11pc:nn11pbl:-"""C)'NMlhcJl'CIU>ld-*'"'>'®«• ~W(!II 
fllt,pl,l1,bln.u!UiiNN,.J('~,oaf'fffllll~OGl)'-'~-br~ I _ _, 

I 'lo/14 

Oll$TIHC 
W£ll 

f"Ol>ID 1• 
IRON ROO 

nlOW iNJCRS[CTK)H Of' HICHWAY 211) N4fJ HIQiWAY 
JOZ. HlAD HORTH OH 2M U <I l,Ql£S WClL WLL 9( 
J.JOO* 10 THC WEST OfT HIGHWAY 2M. 

Origlnol Document Size: 11"x17* 
AJI Coord inates ore In NAO 83 TX-C Zone 

unless otherwise noted 

0 z 
w 
0 w _, 

Surface Hole Location (SHL): 

050' nm. « 040' f1"'1. (SCC 67) 
... Cro,,ind ~ 27'0.7',' 

MO 2Z TX::£ ZQN( 
lit • 953-430.J7 Y • 7l8405 22 

I.AT N J1'l9'12 42" Lo,.4C W l()J°4 1°<1 !1 4 1" 

NAO e> rx-c zoNC 
X • 12499c.J 47 Y • 10~80!iUS1 5? 

l.Al • N J1·39·12 89' LONO W 103'41 '51 08' 

First Toke Point (FTP /PP): 

850' fNCl &: lJO' rnwt. (SCC 57) 
,Y.P 2Z IX=<: ZONE 

X • 9Sll)&.90 Y • 7JM68.~ 
I.AT N Jl"J9'1J94' ~ W 10l"41'~21 ' 

MM a, rx-c ZPHC 
X • 1249619 90 Y • 1oe,a11u _94 

1.Af, N Jl"J9'14 41' LC,..,C w 10J"4 1'~.e.e· 

Lost Toke Point (LTP): 

JJO' fSl • JJO' fHW\. (SO:. 7 I) 
NAP 27 IX-C ZONf 

X • 94J924 17 Y • 7J2199 7l 
LAT N Jl".)8'1 4 09' I.ONC W 10S4l'37 94' 

w.n ru nt:<: zowr 
X • 1240J87. 19 Y • 1057SJ7S.91 

LAT 1\1 J1'l!f14.57 ' l.OHC W 10J'4l"J961 ' 

Bottom Hole Location (BHL): 

27S' l"Sl & lJO' Jlf'l'fl (SCC 71) 
NM 2Z JX-C ZQNf· 

X • 94l8J9 37 Y • 732746 74 
LAI N J1 'J8 ' 1J~' LONC W 10l"4J'~ 90• 

NAP 8} IX- C ZoMC 
X • 1240l0:1 Jg Y • 1057SJ12 92 

LAT N Jl'.)8' 1, 02 · LONC W 1D.r• J'40S8' 

Sect.on L,ne 
Btock Line 
bi•hng Pipeline 

R,ght-of - Woy (ROW) - CR/FM/Highway Une 

== Unit Boundary 

• r ovnd t.tonumenl 

0 Set 1/2" Rcbor w/cop 
0 Co~ulotcd Corner 

Scnte: 1· -1000· Surveyed: 12/1 4/17 

EXHIB IT C-1 

Revision: (4) (SllC): 1/26/18 

Dnlwn By: SllC. 12/18/17 Cllk'd By: CJW 

Or19,nol Document Size 11 "" 1 r 

Y>: .... ~...., Oil and Gos II. LLC 

!. "\Pl DIIIONSIAII L'll l 71-{,7# 111 
TOPOc;;AAPHY I( V(C£TATlON 

NATURAL \ l E.SQ Urn : PA', I URF 
NCAREST TOWN IN COUNTY 

t 19.8 ) Ill.ES 0 1< r11 W£S-r OF n;co , TF.XAS 
L.OCAOON 0ESCRIP1ION 

SII L & t ·11': St:CrlON 67.S. I- . 81.JJ. C.A. FRA"t<l .. 11\ Sl,H.\' t..Y. Rt: E\ t.S CO Ul\l \ , I t~XA.S 
LIP: s rcnOi' 71.S. F. 8JI~. C.A. FR.A , K, 1..: SUR\ff\', Rl:Ev•:s cou, I v ••• E .. XAS 

- t/21/11 
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• • • •• • 
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• • . • • • ~ • ••• • • • • • • 

• ••• .. . • . . . .. 
• • • • ... •• Pile No . Mt \Dto\\{c 

2Ar 
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RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIV ISION 

PERMIT TO DRILL. DEEPE . PLUG BACK, OR RE-ENTER O A REGULA R OR ADMI NI TRATIVE EXCEPTION LOCATIO 

PERM IT UMBER 

8396 17 

APINUMBER 

DATE PERMIT I UED OR AM E DED 

May 08, 2018 

FORM W-1 RECEIVED 

42-389-3711 9 May 03, 2018 

TYPE OF OPE.RATIO 

NEW DRILL 

OPERATOR 

WELLBORE PROFILE( ) 

Horizontal 

DI TRI T 

* 08 

COUNTY 

REEVES 

ACRE 

1207 

NOTICE 

RIO O IL AND GAS (PERMIAN) 11,LLC 

3 WATER SQUARE PLACE SUITE 500 
THE WOODLANDS, TX 77380-0000 

712803 
This permit and any allowable assigned may be 
revoked Ir payment for fcc(s) submitted to the 

Commission is not honored. 

LEA E AM E 
EXPEDITION STATE UNIT 71-67 

LOCATION 
17.28 miles N direction from PECOS 

ection. Block and/or urvey 

ECTIO < 33 

SURVEY < H&GN RR co 
DI TA E TO URVEY LINE 

13LOCK < 2 

41 2 ft. SW (OFFLEASE) 1222 ft. NW (OFFLEASE) 

DISTA CE TO LEASE LINES 
41 2 ft . SW (OFFLEASE) 1222 ft. NW (OFFLEASE) 

FIELD(s) and LIMITATIONS: 

District Office Telephone o: 

(432) 684-5581 

WELL UMl3 ER 
3H 

TOTA L DEPT! I 
23000 

A i3 TRACT < 376 

DI TA CE TO EARE T LEA ELI E 
330 ft. 

DISTA CE TO EAR.E T WELL O LEA E 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD NAME ACRES DEPTH WELL# DIST 
LEA E NAME EA RE T LEA E NEAREST WE 

FORD, WEST (WOLFCAMP) 

EXPEDITION STATE UNIT 71-67 

1207.00 

330 

11,600 3H 08 

660 

WELLBOR.E PROFILE(s) FOR FIELD: Horizontal 

RESTll.l TIO This is a h ydrogen sulfide field. Hydrogen Sulfide Fields with perforations must be 
isolated and tested per State Wide Rule 36 and a Form H-9 filed with the district office. 
Fields with SWR 10 authority to downhole commingle must be isolated and tested 
individually prior to commingling production. 

Lateral: THl 
Penetration Point Location 

Lease Lines : 330 . 0 F NORTHEAST L 

Terminus Location 
BH County : REEVES 
Section: 71 
Survey: FRANKLIN. 
Lease Lines: 

Survey Lines : 

1650 . 0 F NORTHWEST L 

Block: 
GA SF 8315 

330 . 0 F SL 
1650 . 0 F NORTHWEST L 

330 . 0 F SL 
1650 . 0 F NORTHWEST L 

Abstract: 2617 

THE FOLLOW! G RESTRICTIO S APPLY TO ALL FIELDS 

Data Validation Time tamp: May 8.20 18 3:33 PM( urrent Vers ion) Page 3 of 5 

•••• • • • •• • 
• 

• • •••••• • 
•••• • • ••• 
• 

• • •••••• • 
••• > •• •• • 



RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

PERM IT TO DRILL. DEEPEN. PLUG BACK. OR RE-ENTER O A REGULAR OR ADMINI TRATIVE EXCEPTIO LOCATIO 

PERMIT NUM BER 

839617 
DATE PERM IT I 'UED OR AMENDED 

May 08, 2018 

API NUMBER FORM W- 1 RECEIVED 

42-389-3711 9 May 03, 2018 

TYPE OF OPERA TIO WELLBORE PROFILE( ) 

Horizontal NEW DRILL 

OPERATOR 

RIO OIL AND GAS (PERMIAN) 11 ,LLC 

3 WATER SQUARE PLACE SUITE 500 
THE WOODLANDS, TX 77380-0000 

LEA E AME 
EXPEDITION STATE UNIT 71-67 

LOCATION 
17 .28 miles N direction from PECOS 

712803 

DISTRICT 

* 08 

COU TY 

REEVES 

ACRES 

1207 

NOTICE 
This permit and any allowable assigned may be 
revoked irpayment for fee(s) submitted to the 

Commission is not honored. 
District Office Telephone No: 

(432) 684-5581 

WELL MBER 
3H 

TOTAL DEPTII 
23000 

eetion, Block and/or Survey 

ECTION < 33 BLOCK < 2 Al3 TRACT < 376 

URVEY < H&GN RR co 
0 1 TA CE TO UR VEY LI E DI TA CE TO EA R.EST LEA ELI E 

412 ft. SW (OFFLEASE) 1222 ft . NW (OFFLEASE) 330 ft . 

0 1 TANCE TO LEA E LINE DI TA CE TO EA REST WELL O LEA E 
• 412 ft. SW (OFFLEASE) 1222 ft. NW (OFFLEASE) See FIELD(s) Below 

FIELD(s) and LIM ITATIO : 
* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD NAME 
LEASE AME 

ACRES DEPT! I 
NEARE T LEASE 

WELL# DIST 
NEARE T WE 

This well shall be completed and produced in compliance with applicable special field or statewide spacing and density ru les. If this 
well is to be used for brine mining, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas in 
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, including 
drilling , of the well in accordance with Statewide Rules 81, 95, and 97. 
This well must comply to the new SWR 3.13 requirements concerning the isolation of any potential flow zones and zones with 
corrosive formation fluids. See approved permit for those formations that have been identified for the county in which you are 
drilling the well in. 

Data Va lidation Time Stamp: May 8.20 18 3:33 PM( Curren! Version ) Page 4 of 5 
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Formation Shal low 
Top 

FORD-DELA WAR 2,500 
E 

CASTILLE 2,800 

BELLCA YO 4,800 

DELAWARE 2.500 

DELAWARE 6,500 
CO SOLi DA TED 
GAS 
CHERRY 3,800 
CANYON 
BO E SPR.I GS 7,500 

PERM IAN 11 ,300 

WOLFCAMP I 0,000 

PE SYLVA IAN 11 ,000 

MISS LSS IPPIA I 0,000 

DEVO IA 13,600 

FU SELMA 14,000 

ELLE BURGER 15,000 

RAIL ROAD COMMISSION OF TEXAS 
OIL & GAS DIVISJON 

SWR #13 Formation Data 

REEVES (389) Coun ty 

Deep Remarks 
Top 

2,500 

2,800 

5,000 

5.700 

6,500 

7,800 

9.800 

11 300 

12,300 

14,900 

16.000 

17,800 

17,800 

20,800 

Geological Effective 
Order Date 

I 12/17/2013 

2 12/17/201 3 

3 12/17/201 3 

4 12/ 17/201 3 

5 12/ 17/2013 

6 12/ 17/2013 

7 12/ 17/20 13 

8 12/ 17/20 13 

9 12/ 17/20 13 

10 12/1 7/2013 

11 12/1 7/20 13 

12 12/ 17/2013 

13 12/1 7/201 3 

14 12/ 17/201 3 

The above list may not be all inclusive, and may also include formations that do not intersect all wellbores. Fom,ation "TOP" 
in formation listed refl ects an estimated range based on geologic variances across the county. To clari fy, the "Deep Top" is not the 
bottom of the formation; it is the deepest depth at which the "TOP" of the formation has been or might be encountered. This is a 
dynamic list subject 10 updates and revisions. It is the operator's responsibi lity to make sure that at the time of spudding the well the 
most current list is being referenced. Refer to the RRC website at the fol lowi ng address for the most recent information. 
htt p://www. rrc. texas.gov/o i I-gas/compliance-enforcement/ru le- 13-geo logic-formation-info 

. . "'. . ' . • •• 
• 

I \I ••• ••• • 
• ... , ,I • 

• •• •• 

• • ••••• • ... ~ 

• • ••• 



Railroad Commission of Texas 

PERMIT TO DRILL, RE-COM PLETE, OR RE-ENTER ON REGULAR OR ADM INI TRATIVE EXCE PTION LOCATION 

CONDITION AND INSTRUCTIONS 

Permit Invalidation. It is the operator's responsibi lity to make sure that the permitted location complies with Commission density 
and spacing rules in effect on the spud date. The permit becomes invalid automatically if, because of a fie ld rule change or the 
drilling of another well the stated location is not in compliance with Commission fi eld rules on the spud date. If this occurs, 
application for an exception to Statewide Rules 37 and 38 must be made and a special permit granted prior to spudding. Failure to do 
so may result in an allowable not being assigned and/or enfo rcement procedures being initiated. 

Notice Requirements. Per H.B 630, signed May 8, 2007, the operator is required to provide notice to the surface owner no later 
than the 15th business day after the Commission issues a permit to dri ll . Please refer to subchapter Q ec. 91. 75 1-91.755 of the 
Texas atural Re ources Code for applicabi lity. 

Permit expiration. This permit expires two (2) years from the date of issuance shown on the original permit. The permit period 
wi ll not be extended. 

Drilling Permit Number. The drilling permit number shown on the permit MUST be given as a reference wi th any notification to 
the district (sec below), correspondence, or application concerning this permit. 

Rule 37 Exception Permits. This tatewide Rule 37 exception permit i granted under either provision Rule 37 (h)(2)(A) or 
37(h)(2)(B). Be advised that a permit granted under Rule 37(h)(2)(A), notice of application, is subject to the General Rules of 
Practice and Procedures and if a protest is received under Section 1.3, "Filing of Documents," and/or Section 1.4, "Computation of 
Time," the permi t may be deemed invalid. 

Before Drilling 

Fresh Water Sa nd Protection. The operator must set and cement sufficient surface casing to protect all usable-quality water. as 
defined by the Railroad Commission ofTexas (RRC) Groundwater Advisory Unit (G WAU). Before dri ll ing a well , the operator 
must obtain a letter from the Railroad Commission of Texas stating the depth to which water needs protection. Write: Rai lroad 
Commission of Texas, Groundwater Advisory Unit (GWAU), P.O. Box 12967. Austin, TX 787 11 -3087. Fi le a copy of the letter 
with the appropriate district offi ce. 

Accessing the Well Site. I fan OPERATOR, well equipment TRA PORTER or WELL service provider must access the well site 
from a roadway on the state highway system (Interstate, U .. Highway, tate Highway, Farm-to-Market Road, Ranch-to-Market 
Road, etc.), an access permit is required from TxDOT. Permit applications are submitted to the respective TxDOT Area Office 
serving the county where the well is located. 

Water Transport to Well ite. I fan operator intends to transport water to the well site th rough a temporary pipeline laid above 
ground on the state's right-of-way, an addit ional TxDOT permit is required. Penn it applicat ions are submitted to the respective 
TxDOT Area Office serving the county where the well is located. 

*NOTIFICATION 

The operator is REQ IRED to noti fy the district o ffi ce when setting surface casing, intermediate casing, and production casing, or 
when plugging a dry hole. The district o ffi ce MU T also be notified if the operator intends to re-enter a plugged well or 
re-complete a well into a different regulatory fie ld . Time requirements are g iven below. The drilling permit number MUST be 
g iven with such noti fi cations. 

During Drilling 

Permit at Drilling ite. A copy ofth e Form W-1 Drilling Pennit Application, the location plat, a copy of Statewide Rule 13 
alternate surface casing set1 ing depth approval from the district offi ce, if applicable, and this dri ll ing permit must be kept at the 
permitted well site throughout drilling operations. 

*Notification of ening Casing. The operator M ST cal l in noti fication to the appropriate district offi ce (phone num ber shown the 
on permit) a minimum of eight (8) hours prior to the setting of surface casing, intermediate casing, A D production casing. The 
individual giving notification MUST be able to advise the district o ffi ce of the drilling permit number. 

Page I of " 
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*Notification o f Re-completion/ Re-entry. The operator MUST ca ll in notification to the appropriate district office (phone number 
shown on pennit) a minimum of eight (8) hours prior to the initiation of dril ling or re-completion operations. The indiv idual g iv ing 
noti fication M UST be able to advise the district o ffice of the drilling permit number. 

Completion and Plugging Reports 

Hydraul ic Fracture timulation using Diesel Fuel: Most operators in Texas do not use diesel fuel in hydraulic fracturing Ou ids. 
Section 322 o f the Energy Policy Act of 2005 amended the Underground Injection Control (U IC) po11ion o f the federal Safe 
Drinking Water Act (42 USC 300h(d)) to define "underground Injection" to EXCLUDE" ... the underground injection of Ou ids or 
propping agents (other than diesel Oue/s) pursuant to hydraulic fracturing operations related to oil, gas, or geothermal production 
activit ies." (ital ic and underlining added.) Therefore, hydraulic fracturing may be subject to regu lation under the federal UIC 
regulations if diesel fuel is injected or used as a propping agent. EPA defined "diesel fuel" using the following five (5) Chemical 
Abstract Service numbers: 68334-30-5 Primary ame: Fuels, diese l; 68476-34-6 Primary ame: Fuels, diesel, o. 2; 68476-30-2 
Primary ame: Fuel oil o. 2; 68476-3 1-3 Primary I mae: Fuel oil , o. 4; and 8008-20-6 Primary ame: Kerosene. As a result, an 
injection well permi t would be required before performing hydraul ic fracture stimulation using diesel fuel as defined by EPA on any 
wel l in Texas. Hydrau lic fracture stimu lat ion using die el fue l as defined by EPA on a well in Texas without an injection well perm it 
could result in enforcement action. 

Producing Well. tatewide Rule 16 states that the operator of a well shall file with the Commission the appropriate comp letion 
report within thiity (30) days after completion of the well or within ninety (90) days after the date on which the drilling operation is 
completed, whichever is earlier. Completion of the well in a field authorized by this pe1111it vo ids the permit for all other fi elds 
included in the permit unless the operator indicates on the initial completion report that the well is to be a dual or multiple 
completion and promptly submits an application for multiple completion. All zones are required to be completed before the 
expirat ion date on the existing permit. Statewide Rule 40(d) requires that upon success ful completion o f a wel l in the same reservoir 
as any other well previously assigned the same acreage, prorat ion plat and P- I 5s (if required) must be submitted with no double 
assignment of acreage. 

Dry o r Nonco mmercial Hole. tatewide Rule 14(b)(2) prohibits suspension of operations on each dry or non-commercial well 
w ithout plugging unl ess the hole is cased and the casing is cernemed in compliance with Commission rules. I f properly cased, 
Statewide Rule 14(b)(2) requires that plugging operations must begin within a period ofone ( I ) year after dri l ling or operations have 
ceased. Plugging operations must proceed with due dil igence until completed. A n extension to the one-year plugging requirement 
may be granted under the provisions stated in tatewide Rule 14(b)(2). 

Intention to Plug. The operator must fi le a Form \V-3A (Notice of Intention to Plug and bandon) with the district om ce at least 
fi ve (5) days prior to beginning plugging operations. If, however, a drilling rig is already at work on location and ready to begin 
plugging operations, the district director or the director's delegate may waive this requirement upon request, and verbally approve 
the proposed plugging procedures. 

*Noti fi cation of Plugging a Dry llole. The operator M UST call in notification to the appropriate district offi ce (phone number 
shown on perm it) a minimum of four (4) hours prior to beginning plugging operations. The individual giving the notification M ST 
be able to advise the district o ffice of the drill ing perm it number and all water protection depths for that location as stated in the 
Texas Commission on Environmental Qual ity letter. 

PIIONE 
(5 12) 463-675 1 

DIR E T I QUIRIE TO: DRILL! G PERM IT ECTIO . OIL A D GA DIV! 10 

Page 2 of5 

MAIL: 
PO Box 12967 

Aust in. Texas, 787 11-2967 
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RAILROAD COMMISSION OF TEXAS 
1701 N. Congres.s 

P.O. Box 12967 
Austin, Texas 78701-2967 

Acreage Designation 

Operator Address: 3 WATERWAY SQUARE PLACE. SUITE 500. THE WOODLANDS. TX 77380 

SECTION 11. WELL INFORMATION 

District No.: 08 Countv: REEVES 

Well No.:3H APINo. : 

Total lease Acres: 1201 Drilling Permit No.: 

Lease Name: EXPEDmON STATE UNIT 71-67 lease No.: 

Field Name: FORD. WEST (WOLFCAMP) Field No. : 31913800 

Form P-16 

Page 1 
Rev. 01/ 2016 

Purpose of Filing: 

Ii) Drilling Permit Application 
(Form W·l) 

D Completion Report 
(Form G-l/W-2) 

Filer is the owner or lessee. or has been authorized by the owner or lessee. of all or an undivided portion of the mineral esute under uch t,act for which filer Is listed 
ilS operator below. For all leases operated by other entitles, the number of assigned ilcres shown are reflected on current Commission records or the filer has been 

authorized by the current operator to change the assigned a~age of that operator as shown below. 

SECTION Ill. LISTING OF All WELLS IN THE APPLIED-FOR FIELD ON THE SAME ACREAGE AS THE LEASE, POOLED UNIT, 

OR UNITIZED TRACT DESIGNATED IN SECTION II ABOVE BY FILER 

RRCID No. or Well 
H-Horizontal 

Acres 
SWR38 Operator Name and 

Lease No. No. 
D-Directlonal lease Name APINo. 

Assigned 
Except. Operator No. 

V-Vertical fY/Nl ( if different from fillng operator) 

1H H EXPEOJTlON STATE UNIT 71-67 320 N 

2H H EXPEDITION STATE UNIT71-67 320 N 

3H H EXPEDITION STATE UNIT 71-67 320 N 

Total Well Count > 3 < A. Total Assigned Horiz. Acreage 960 < C. Total Assigned Acreage 

< Total Remaining Horiz. Acreage 247 < Total Remaining Acreage 

< B. Total Assigned Vert./Dir. Acreage 

< Total Remaining Vert./Dir. Acreage 

3i,il•IHM;l#M;l$ii4•U4•~1i•liii•l~Glt!4Jl,tiM4iM,ti 

Attach Additional Pages As Needed. Ii) No additional pages D Additional Pages: __ (No. of additional pages) 

CE.RTIFICA TION: I dedare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that this repo rt was prepared by me or under my supervision or 

di ion, that I am authorized to make this report, and that the Information contilined in this report Is true, correct, and complete to the best of my knowledge. 

Dawn Howard. Operations Asst. 

Name and title (type or print) 

3 Water Square Place, Suite 500 n..- TX 773800-0000 

Address City, State, Zip Code 

432 

dhoward@elk-river.com 

Email (include email address only if you affirmatively 

consent to its public release) 

218-2260 04(25(18 

Tel: Area Code Number Date: mo. day yr. 

• •• • • •• • 
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RAILROAD COMMISSION OF TEXAS 
Oil and Gas Division 
PO Box 12967 
Austin, Texas 7871 1-2967 
www.m::.texas.gov 

1. F'teld Name(s) 

FORD, W EST (WOLFCAMP) 
4. Operator Name 

RIO OIL AND GAS (PERMAIN) 11 ,LLC 

7. Pooled Unit Name 

EXPEDITION STATE UNIT 71-67 

10. County 

REEVES 

CERTIFICATE OF 
POOLING AUTHORITY 

Revised 0512001 

2. Lease/ID Number /tf asslgnod) 

5. Operator P-5 Number 

712803 

8. API Number 

11.Total actes In pooled unit 

1207 

P-12 

3. RRC District Number 

08 

6. Well Number 

3H 
9. Purpose of Fiing 

0 D~ling Permij (W-1) 

D Completion Report 

DESCRIPTION OF INDIVIDUAL TRACTS CONTAINED WITHIN THE POOLED UNIT 

TRACT/PLAT 

IDENTIFIER 

2 

CERTIFICATION: 

TRACT 

NAME 

TRACT 1 

TRACT 2 

A CRES IN TRACT 

rsee inst #7 below) 

567 

640 

INDICATE U NDIVIDED INTERESTS 

UNLEASED NON-POOLED 

I declare under penalties prescribed pursuant to the Sec. 91 .143, Texas Natural Resources Code, that I am authorized to make the 
foregoing statements and that the information provided by me or under my direction on this Certificate of Pooling Authority is true, 
correct, and complete to the best of my knowledge. 

( ,,_):~~)T~ --,,{~_) DAWN HOWARD 

Signatl-O"e Print Name 

OPERATIONS ASST DHOWARD@ELK-RIVER.COM 04/25/2018 (432) 218-2260 
Title E-mail 1,1 avsJabltJJ Date Phone 

INSTRUCTIONS - Reference: Statewide Rules 31, 38 and 4-0 
1. When two or more tracts are pooled to form a unit to obtain a drilling permit, file completion paperwork, or reform a pooled unit pursuant to 

Rule 38(d)(3) the operator must file an original Certificate of Poollng Authority and certified plat. 
2. The certified plat shall designate each tract with an ou11ine and a tract identifier. The tract identifier on the plat shall correspond to the tract 

identifier and associated information listed on the Certificate. 
3 . If within an individual tract, a non-pooled and/or unleased interest exists. indicate by checking the appropriate box. 
4 . If the Purpose of Filing is to obtain a drilling permit , in box #1 list all applicable fields separately or enter ·All Fields· if the Certificate pertains 

to all fields requested on Form W-1. 
5. If the Purpose of Filing is to file completion papelWOrk, enter the applicable field name in box #1 for the completion. 
6. Identify the drill site tract with an • to the left of the tract identifier. 
7. The total number of acres in the pooled unit in #11 should equal the total of all acres in the individual tracts listed. 

1 1 Pa ge __ of _ _ _ 
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GROUNDWATER PROTECTION DETERMINATION 

Groundwater Advisory Unit 

Date Issued: GAU Number: 

Attention : API Number: 

County: 

188101 

38936768 

REEVES 

Form GW-2 

RIO OIL AND GAS (PERMIAN) 

3 WATER SQUARE PLACE 

THE WOODLANDS, TX 77380 

712803 

Lease Name: EXPEDITION STATE UNIT 71-67 

Lease Number: 
Operator No.: 

Well Number: 1H 

Total Vertical Depth: 23000 

Latitude: 31 .653450 

Longitude: -103.697062 

Datum: NAD27 

Purpose: New Drill 

Location: Survey-FRANKLIN, GA: Section-67 

To protect usable-quality groundwater at this location, the Groundwater Advisory Unit of the Railroad Commission of 
Texas recommends: 

Water-bearing strata from the land surface to a depth of 825 feet and the Rustler, which is estimated lo occur from 1025 
to 1800 feel must be protected . 

This recommendation is appl icable for all wells drilled in this Section 67 . 

Please send Gamma/Porosity log of this well when it is available. 

Note: Unless stated otherwise, this recommendation is intended to apply only to the subject well and not for area-wide use. 
This recommendation is for normal drilling , production, and plugging operations only. It does not apply to saltwater disposal 
operation into a nonproductive zone (RRC Form W-14 ). 

This determination is based on information provided when the application was submitted on 01 /31/2018. If the location 
information has changed , you must contact the Groundwater Advisory Unit, and submit a new application if necessary. 
If you have questions, please contact us at 512-463-2741 or gau@rrc.texas.gov. 

Groundwater Advisory Unit, Oil and Gas Division 

Form GW-2 P.O. Box 12967 Austin, Texas 78771-2967 512-463-2741 Internet address: www.rrc.texas.gov 
Rev. 02/2014 
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-~~~~~~~-R_I_O_O~IL_A_N_D~G_A_S_;(:..._P_E_R_M_IA_N__:_) I_I._L_L_C_. ~ ~~~~~-·SHEETNO~I_O_F_I -

NATURE OF WORK. ___ WEc.=::.;LL:..L:..OC::=A.:.;TI.:.;0:..N..;..;:.S.:.;TA..;;K.;.:.1..;.NG..:;_ _______ DATE _ __;o..;.5--0...c._.7·....;1..;;.8 ___ sRID NO------ --

PROJECT--_~ex==· ::.P.;;.E:::D.:..:IT.:.;10::.:N.:.=ST.:..:A..:.TE:..::....U::.;N.:..:l..:.T..:.7.:..1-6.:.7:...#::.:3:.:.H;__ __________________ JOB OR AFE NO-----

SEC .. ___ S_7~,7_1 _ _ _ BLK OR RANGE __ TWP ___ SURVEY ___ G_A_F_RAN _ _ K_LI_N ___ co REEVES STATE TEXAS 

REMARKS RE O AS-BUILT iisTAKING 
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X •9'6261 22 LAT • 31~1311VN 
Y • 732707 14 LONG• · 103"43't0 83S" W 

PIM,.... 

BLOCK2 J 
3 

SECTION 33. BLOCK 2 
H .t C N. RR. CO SURVEY 

ABSTRACT NO 376 
R££'V£S COUNTY. TEXAS 

660' 

@ 
SURVEY 67 

SCRAP FIU: 8233 
C A FRANKLIN SURVEY 

ABSTRACT NO 26 16 
REEVES COUNTY, T£'XAS 

CALLED 640 ACRES 

G) 
SURVEY 71 

SECTION TIES SUMMARY 
EXPEDITION ST A TE UNIT 71~7 11311 

SHL .. 12' FSWL, 1222' FNWL-SECTION 33 
PP/FTP-330' FNEl, 1650' FNWL-SECTION 67 
LTP/BHL-39T FSB.. 1650' FNWL-SECTION 71 

SCRAP FILE 03 I 5 
C A F'RANKUN 

SURVEY 
ABSTRACT NO 2617 

EXPEOITION ST ATE UNIT 7Hl7 #3H 
WELL BORE SUMMARY 

REEVES COUNTY 
TEXAS 

CALLED 567 
ACRES 

EXPEDITION STATE UNIT 71-67 
UNIT SUMMARY 

CAUED 
ACREAGE 

1 567 

2 640 
TOTAL 

SHL TO PP/FTPacS 23•05•50• W, 858.22' 
PP/FTP TO LTP/BHL•S 58'00'12'"W, 9154.3T 

NOTE: 
EXPEDITION STATE UNIT 71~ 11311 

LOCATION BEING 
N 30"32' W, 17 28 MILES FROM 

PECOS CITY, REEVES COUNTY, TEXAS 
FROM PECOS CITY: 

HEAD NORlli ON US.285N FOR 3.4 Ml 
WELL PAO APPROX 300' WEST OF US-285N 

EXJ>EOl110N STATE UNrr 71~ 
STATE PU\HE COOROtNATE 0,.l\lM 

HAO 13 • TEXAS CE>mW. ZOHE C2UI 
fXPfonlQN ST ATE uttrr 71 :§7 SlJi SHL ((LEY !?750 §1 

X • 12509Sl7 1& L.Al • 31"'lV1217V N 
V • 106e0991 09 LONG• · 103"41'40021"W 

EXPFDITt()N STAT( UNIT 71 -67 ~ PPIFTP 
X • 125048301 LAT •31"38"0CGar N 
Y • 10580133 98 LONG • 103"'1"'4 4YT W 

EXPEOrT!QN $TAT£ UNrT 7 1,,67 «lH U PmHt. 
X • 12• 2720 38 L.Al • 31"38'14 3.58" N 
Y • 1057S283 3" LONG• 103"43"12-50CTW 

11 llfNUNGa o..-TAHelS NV.A N'1J COOMIIN4fU ~ HOl( OH AIIC IA,'8) ON,.,.. fQ.tr.S Coo,mt,U, f! 
SYSTOt 0, IMJ (2011) Cf:N'TIW. ZOff¥.• .U IXlDlM..lffED I V GPI OUUIVATl()N:I llltUf.R[HC[D TO TRAH~ 
COHTAOl ~ T"OYl:N..0,-D 1• fl l~:J1 70 I!. IU H 0~ 4•JWCM ™I! COfrrMltOCNCe NG.J! IS 0 1• 4,- 01 4• 
ANO THI ~ ,-,.c-TOR II Q "911111 8..lVATlONS .itJlf HAVO&I (0(00 12" THf POlfflOt.lAl To.£AN.ICI! 
0, Pill au,t\l'CY lXCUDI r.-~WUO'W~ Allfll.litN..~ 

,, TltlS MMVEV 'Ni'& Put,~ wno.rr nc e<HUrr o,. • nne tt(Jl()llltt ,_,., TME lllf'YICWOI-~ ANTfVie.T 
o, mu THOtE MAY • u.&(),lfJffl ._"ClilCMI COYOWr1T1 ,n-acnHC lMII PIIICfVl1Y NOT aiCMH HCM,OH 
LOCAT'CIH 0# ~ IYi.<M ll(VONC) ~ O ICOPE ~ lltSPl'IO.LCl ANO ~ W: 118'.H 
SM:CWICAU V OWTTf.D YUTlHO OOCWfHTI NOT RJltHl9G> P:Ofl nn ~ 

)) RI DOGUMl!:HTI ANO !Lf.C'ntONC DATA "l.lO IN nif OIF" ICe. 0# T'AANIOl.OeAl. lt'1"VIC.U LlC '°" C()MFlLT! 
MCOHtntuenOHO,ftCN!.-CTIOHSOfltl!LOCIC.I 

DATE 05--07-18 DATE SURVEYED~DRAFT~ 

JOB NO _ _ 1_80_3_0_1_1 _ _ .FIELD BOOK V ZE-15, P 62 REV 2 

FILE 1803011 EXPEDITION STATE UNIT 71 -67 fJH RRC PERMIT PLAT (OFF) 

2000' O' 2000' 4000' ~-- ~ 

T8PLS FlmM 10 1937,CO 

I THE UNOERSIGNED. 00 H(RE BY CERTIFY THAT THE \ll,£Ll Pl.AT SHO'M-l HEREON REPRCSCNlS THE RESULTS OF A 
SURVEY MADE OH THE GROUNO UNOER MY DIRECTION AND SUPERVISION ANO IS 1ffl.lE N<O CORRECT TO THE 8EST 
Of MY KNO'MJ:DGE AHO BELU HO WARRAN TY IS ...o£ OR INlENOCO FOR l><E LOCA llON Of N<Y OR AU 
EAS£MENTS THAT MAY EJUST WITH., THE 80UNOS Of THIS SURVn THE INFORMATION PRESENTED HEREON IS 
FOR THE PRIVATE USE OF THE PARl'f NAMED IN THE ' REfER(HCE POIITlOH' Of THE TIT\E 111.0CKANO OOES N01 
COHSTITVTE A COMPLETE OOUHOARY SURVEY AS DEFINED BY THE PROFCSSIOIW. I.AND SURVEYING PRACTICES 
ACT 

8205 Camp Bowie Wes!, Suite 204 
FOC\ Wonh, Texas 761 t 6 

(817)529-IIBO - Fax (817)529-1 181 TIMOTHY A NOLD TEXAS R P L S NO 5658 DATE 

• • •• . ., . 
e P e 

• 
• • •••• •• • 
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•• •• 
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" . • • • •• • • . .. • ... • .. . . • • • • • • • • • . ... • ~ • . • • 4 • ••• • ••• •• File No. [Y\f \ [:jo\ \ lo 
__ ..... R .......... o~o ..... MQ.s'--"*'=------County 

l}j\\ i~fumjt w, ?*39 -31 \19 
Date Filed: ' /U / J 8 

~ corge P. Bush, Commissioner 

Byu' 



RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

PERM IT TO DRILL. DEEPE . PLUG BACK. OR RE-E TER O I A REG ULAR OR ADM I ISTRATIVE EXCEPTIO LOCATIO 

PERMIT UMOER 

839619 
DATE PERMIT ISSUED OR AME OED 

May 07, 2018 

API UMBER FORM W-1 RECEIVED 

42-389-37118 May 03, 2018 

TYPE OF OPERATIO WELLBORE PROFILE( ) 

Horizontal NEW DRILL 

OPERATOR 

RIO OIL AND GAS (PERM IAN) 11 ,LLC 

3 WATER SQUARE PLACE SUITE 500 
THE WOODLANDS, TX 77380-0000 

LEA E AM E 
EXPEDITION STATE UNIT 71 -67 

LOCATIO 
17 .28 miles N direction from PECOS 

712803 

DI TRICT 

* 08 

COUNTY 

REEVES 

ACRE 

1207 

NOTICE 
This pcnnit and any allowable assigned may be 
revoked if payment for fce(s) submitted to the 

Commission is not honored. 
District Office Telephone No: 

(432) 684-5581 

WELL UMBER 
2H 

TOTAL DEPT! I 
23000 

ection. Block and/or ' urvey 

ECTION < 33 BLOCK < 2 ABSTRACT < 376 

URVEY < H&GN RR co 
DISTANCE TO URV EY LI ES 

388 ft . SOUTH WEST 1190 ft. NORTHWEST 

DI TA CE TO LEA E LINE 
388 ft. SOUTH WEST 1190 ft. NORTHWEST 

FIELD(s) and LI MITA110N 

DI TA E TO EARE T LEA E LI E 
330 ft. 

DI TA CE TO EAR.E T WELL O LEA E 
See FIELD(s) Below 

• SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD NAME ACRE DEPTII WELL# DIST 
LEA E AME EA REST LEAS!:. EAREST WE 

FORD, WEST (WOLFCAMP) 1207.00 11,600 2H 08 

EXPEDITION STATE UNIT 71-67 330 660 

WELLBORE PROFILE(s) FOR FIELD: Horizontal 

RESTRJCTIONS: Th is is a hydrog e n sulfide field . Hyd rogen Sulfide Fields with perforations must be 
isolated and tested per State Wide Rule 36 and a Form H-9 filed with the district office. 
Fi elds wi t h SWR 10 authority to downh ole commi ngle must be isolated and tested 
i ndividually prior to commingling production . 

Lateral: THl 
Penetration Point Location 

Lea se Lines : 330 . 0 F NORTHEAST L 
990.0 F NORTHWEST L 

Terminus Location 
BH County : REEVES 
Section: 71 
Survey : FRANKLIN, 
Lease Lines: 

Survey Lines : 

Block: 
GA SF 8315 

397.0 F SOUTHEAST L 
990 . 0 F NORTHWEST L 
397.0 F SOUTHEAST L 
990 . 0 F NORTHW EST L 

Abstract: 2617 

THE FOLLOW! G RESTRICT IONS APPLY TO ALL FIELDS 

Data Validation Time Stamp: May 7.20 18 I :30 PM( Current Version ) Page 3 of 5 
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RAJLROAD COMMJSSION OF T EXAS 
OIL & GAS DIVISION 

' PERM ITTODRILL, DEEPE . PLUG BA K.ORRE-E TER O AREG LARORADMI I TRATIVEEXCCPTIO LOCATIO 

PERM IT NUMBER 

839619 
DATE PERM IT I UED OR AMENDED 

May 07, 2018 

API UMBER FORM W- 1 RECEIVED 

42-389-3711 8 May 03, 201 8 

TYPE OF OPERATION WELLBORE PROFILE(S) 

Horizontal NEW DRILL 

OPERATOR 

RIO OIL AND GAS (PERMIAN) 11 ,LLC 

3 WATER SQUARE PLACE SUITE 500 
THE WOODLANDS, TX 77380-0000 

LCA C NAME 
EXPEDITION STATE UNIT 71 -67 

LOCATION 
17.28 miles N direction from PECOS 

Section, Block and/or urvcy 

712803 

DI TR ICT 

* 08 

COU TY 

REEVES 

ACRES 

1207 

NOTICE 
This permit and any al lowable assigned may be 
revoked i f paymenl for fee(s) submiued 10 the 

Commission is 1101 honored. 
District Office Telephone No: 

( 432) 684-5581 

WELL NUMBER 
2H 

TOTAL DEPT I I 
23000 

SECTIO < 33 BLOCK < 2 ABSTRACT < 376 

SURVEY < H&GN RR co 
DI TA CE TO UR VEY LI E 

388 ft . SOUTH WEST 11 90 ft. NORTHWEST 

DISTA CE TO LEA E LI ES 
388 ft . SOUTH WEST 1190 ft . NORTHWEST 

FIELD(s) and LIM ITATION : 

DI TA CE TO EARE T LEA E LI E 
330 ft. 

DISTA E TO EA REST WELL O LEA E 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FIELD AME ACRE DEPT! I WELL # DI T 
LE/\ E NAME NEAREST LE/\ E NEAREST WE 

This well shall be completed and produced in compliance with applicable special field or statewide spacing and density rules. If this 
well is to be used for brine mining, underground storage of liquid hydrocarbons in salt formations. or underground storage of gas in 
salt formations, a permit for that specific purpose must be obtained from Environmental Services prior to construction, including 
drilling, of the well in accordance with Statewide Rules 81 , 95, and 97. 
This well must comply to the new SWR 3.13 requirements concerning the isolation of any potential flow zones and zones with 
corrosive formation fluids. See approved permit for those formations that have been identified for the county in which you are 
drilling the well in. 

Data Yal icla1ion Time Stamp: M ay 7. 2018 I :30 PM( Current Version ) Page 4 of 5 
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Fonnation Shallow 
Top 

FORD-DELA WAR 2,500 
E 
CASTILLE 2,800 

BELL CA YO 4,800 

DELAWA RE 2,500 

DELAWARE 6,500 
CO SOLi DA TED 
GAS 
CHERRY 3,800 
CANYON 
BO E SPRI GS 7,500 

PERM IAN 11 ,300 

WOLFCAMP 10,000 

PEN SY LVA IAN 11 ,000 

MISSISS IPPIA I 0,000 

DEVONIA 13,600 

FUSSELMA 14,000 

ELLE BURGER 15,000 

RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVIS ION 

SWR #13 Formation Data 

REEVES (389) County 

Deep Remarks 
Top 

2,500 

2,800 

5,000 

5.700 

6.500 

7,800 

9,800 

11 ,300 

12,300 

14,900 

16,000 

17,800 

17,800 

20,800 

Geological Effective 
Order Date 

I 12/ 17/2013 

2 12/1 7/20 13 

3 12/17/201 3 

4 12/17/201 3 

5 12/ 17/2013 

6 12/ 17/201 3 

7 12/17/20 13 

8 12/ 17/201 3 

9 12/17/201 3 

10 12/ 17/2013 

11 12/ 17/20 13 

12 12/ 17/20 13 

13 12/ 17/20 13 

14 12/ 17/20 13 

The above list may not be all inclusive. and may also include formations that do not intersect all wel lbores . Formation "TOP" 
information listed reflects an est imated range based on geologic variances across the county. To clarify, the "Deep Top" is not the 
bonorn of the formation; it is the deepest depth at which the "TOP" of the formation has been or might be encountered. This is a 
dynamic list subject to updates and revisions. It is the operator' s responsibi lity to make sure that al the time of spudding the well the 
most current list is being referenced. Refer to lhe RRC websi te at the fo llowing address for the most recent in fo rmation . 
http://www. rrc. texas.gov/o i I-gas/corn pl iance-en forcement/ru le- I " -geologic-formation-info 
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Railroad Commission of Texas 

PERMIT TO DRILL, RE-COMPLETE, OR RE-ENTER ON REG LAR OR ADM INI TRATIVE EXCEPTION LOCATION 

CONDITIONS AND INSTRUCTIONS 

Permit Invalidat ion. It is the operator's responsibi li ty to make sure that the permitted location complies with Commission density 
and spac ing rules in effect on the spud date. The perm it become inva lid automatically if, because ofa field ru le change or the 
drilling of another well , the stated location is not in compliance with Commission fi eld rules on the pud date. If this occurs, 
application for an exception to Statewide Rules "7 and 38 must be made and a special permit granted prior to spudding. Failure to do 
so may result in an allowable not being assigned and/or enforcement procedures being initiated. 

Notice Requirements. Per· H.B 630, signed Mi1y 8, 2007, the operator is required to provide notice to the surface owner no later 
than the 15th business day a fter the Commission issues a perm it to dril l. Please refer to subchapter Q Sec. 91.75 1-9 1 .755 of the 
Texas Natural Resources Code for applicability. 

Permit expiration. This permit expires two (2) years from the date of issuance shown on the original permit. The permit period 
wil l not be extended. 

Drilling Permit Number. The dril ling permit number shown on the permit MUST be given as a reference wi th any notificat ion to 
the district (see below), correspondence. or application concerning th is permit. 

Ruic 37 Exception Permits. This Statewide Rule 37 exception permit is granted under either provision Rule 37 (h)(2)(A) or 
37(h)(2)(B). Be advised that a permit granted under Rule 37(h)(2)(A), notice of application, is subject to the General Rules of 
Practice and Procedures and if a protest is received under Section 1.3, "Filing of Documents," and/or ection 1.4, "Computation of 
Time," the permit may be deemed invalid . 

Before Drilling 

Fresh Water and Protection. The operator must et and cement sufficient surface casing to protect al l usable-quality water, as 
defined by the Rai lroad Commission of Texas (RRC) Groundwater Advisory Unit (GWA U). Before dril ling a wel l, the operator 
must obtain a letter from the Railroad Commission of Texas stating the depth to which water needs protect ion, Write: Railroad 
Commission ofTexas, Groundwater Advisory Unit (GWAU), P.O. Box 12967, Austin, TX 787 11 -3087. File a copy of the letter 
with the appropriate district office. 

Accessing the Well ite. I fan OPERATOR, well equipment TRA PORTER or WELL serv ice provider must access the well site 
from a roadway on the state highway system (Interstate, U.S. Highway, tale Highway, Farm-to-Market Road, Ranch-to-Market 
Road, etc.), an access permit. is req uired from TxDOT. Penn it application are submitted to the respective TxDOT Area Office 
serving the county where the wel l is located. 

Water Transport to Well itc. If an operator intends to transport water to the well site through a temporary pipe I ine laid above 
ground on the state's right-of-way, an additional TxDOT perm it is req uired. Permit appl ications are submitted to the respective 
TxDOT Area Office serv ing the county where the well is located. 

*NOTI Fl CATION 

The operator is REQ IR ED to notify the district office when setting surface casing. intermediate casing, and product ion casing. or 
when plugging a d,y hole. The district omce M T also be notified if the operator intends to re-enter a plugged well or 
re-complete a well into a di fferent regulatory fi eld. Time requirements are given below. The dri ll ing permit number M T be 
given with such notifications. 

During Drilling 

Permit at Drilling Site. A copy of the Form W- 1 Dri lling Permit Application, the location plat, a copy of Statewide Rule 13 
alternate surface casing setting depth approval from the district office, if applicable, and this drill ing permit must be kept at the 
permined well site throughout drilling operations. 

*Notification of etting Casing. The operator MUST call in notification to the appropriate district office (phone number shown the 
on penn it) a minimum of eight (8) hours prior to the sening of surface casing, in te rmediate ca ing, A D production casing. The 
individual giving notificati.on MUST be able to advise the district office of the drill ing perm it number. 

Page I of5 
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*N.otilication of Re-completion/ Re-entry. The operator MUST call in notification to the appropriate district o ffi ce (phone number 
st,own on permit) a minimum o f eight (8) hours prior 10 the initiation o f drilling or re-completion operations. The individual giving 
noti fication MU T be able to advise the di tr ict o ffi ce of the drilling permit number. 

Completion and Plugging Reports 

Hydraulic Fracture timulation using Diesel Fuel: Most operators in Texas do not use diesel fuel in hydraulic fracturing fluids. 
Section 322 of the Energy Policy Act o f 2005 amended the Underground Inj ection Control (U IC) port ion o f the federal Safe 
Drinking \l ater Act (42 USC 300h(d)) to define "underground Injection" 10 EXCLUDE" ... the underground injection of flu ids or 
propping agents (Olher than diesel Oue(s) pursuant to hydraulic fracturing operations related to oil, gas, or geothermal production 
acti vities." ( italic and underl ining added.) Therefore, hydraulic fracturing may be subject to regulation under the federal UIC 
regulations i f diesel fuel is injected or used as a propping agent. EPA defined "diesel fuel" using the fo llowing five (5) Chemical 
Abstract Service numbers: 68334-30-5 Prim ary ame: Fuels, diesel; 68476-34-6 Primary ame: Fuels, diesel, o. 2; 68476-30-2 
Primary ame: Fuel o il o. 2; 68476-3 1-3 Primary mae: Fuel oi l, o. 4; and 8008-20-6 Primary ame: Kerosene. As a result, an 
injection well permi t would be required before perfonning hydraulic fracture stimulation using diesel fuel as defined by EPA on any 
well in Texas. Hydraulic fracture stimulat ion using diesel fuel as defined by EPA on a wel l in Texas without an injection well permit 
could result in enforcement action. 

Producing Well. Statewide Rule 16 states that the operator of a well shal l file with the ommi sion the appropriate completion 
report within thirty (30) days after completion o f the well or with in ninety (90) days after the date on which the drill ing operation is 
completed, whichever is earlier. ompletion o f the well in a field authorized by this pem1i1 voids the permit for al l other fields 
included in the perm it unless the operator indicates on the initia l complet ion report that the well is to be a dual or multi ple 
completion and promptly submits an application for multiple completion. A ll zones are required to be completed before the 
expiration date on the existing permit. tatewide Rule 40(d) requires that upon successful completion ofa well in the same reservoir 
as any other well previously assigned the same acreage. proration plats and P- I 5s (if required) must be submitted with no double 
assignment of acreage. 

Dry or Noncommercial Hole. Statewide Rule 14(b)(2) prohibits suspension of operations on each dry or non-commercial well 
w ithout plugging unless the hole is cased and the casing is cemented in compliance with Commission rules. I f properly cased, 

tatewide Rule I 4(b)(2) requires that plugging operations must begin wi thin a period of one ( I ) year after dri ll ing or operat ions have 
ceased. Plugging operations must proceed with due diligence until completed. A n extension to the one-year plugging req uirement 
may be granted under the provisions stated in Statewide Rule 14(b)(2). 

Intention to Plug. The operator must file a Fonn W-3A ( otice of Intention 10 Plug and Abandon) wi th the district office at least 
fi ve (5) days prior to beginning plugging operations. I f, however, a drilling rig is already at work on locati on and ready to begin 
plugging operat ions, the district director or the director's delegate may waive this requirement upon request, and verbally approve 
the proposed plugging procedures. 

*Notificat ion of Plugging a Dry Hole. The operator MUST call in notification to the appropriate district o ffi ce (phone number 
shown on permit) a minimum of four (4) hours prior to beginning plugging operations. The individual giv ing the notification MU T 
be able to advise the district office of the dril ling permit number and all water protection depths for that location as stated in the 
Texas Commission on Env ironmental Qual ity letter. 

PIIO E 
(5 12) 463-675 I 

DIRECT I QUIRIE TO: DRI LL! G PERMIT ECTION. OIL /\ND G/\ DIVI ION 

Page 2 of5 

MAIL: 
PO Box 12967 

/\u tin. Texas. 787 I 1-2967 

• ••• • • • •• • 
• 

z ••• :. 
• 

•••• • •••• 
• 

• • •••••• 
' ••• • • ••• 



RAILROAD COMMISSION O F TEXAS 
Oil and Gas Division 
PO Box 12967 
Austin. Texas 78711-2967 
www.m:.texas. gov 

1. Field Name(s) 

FORD, WEST (WOLFCAMP) 
4. Operator Name 

RIO OIL AND GAS (PERMAIN) 11,LLC 

7. Pooled Unit Name 

EXPEDITION STATE UNIT 71 -67 

10. County 

REEVES 

CERTIFICATE OF 
POOLING AUTHORITY 

Revised 0512001 

2. Lease/10 Number (K assigned} 

5. Operator P-5 Number 

712803 

8. API Number 

11.Total acres in pooled unit 

1207 

P-12 
3. RRC District Number 

08 

6. Well Number 

2H 
9. Purpose of fling 

(2) Drilling Permit (W-1) 

D Completion Report 

DESCRIPTION OF INDIVIDUAL TRACTS CONTAINED W ITHIN THE POOLED UNIT 

TRACT/Pl.AT 

IDENTIFIER 

2 

CERTIFICATION: 

T RACT 

NAME 

TRACT1 

TRACT 2 

ACRES IN T RACT 

/See inst 111 below/ 

567 

640 

INDICATE UNOMDED INTERESTS 

UNLEASED NON-POOLED 

I declare under penalties prescribed pursuant to the Sec. 91 .143. Texas Natural Resources Code, that I am authorized to make the 
foregoing statements and that the information provided by me or under my direction on this Certificate of Pooling Authority is true. 
correct, and complete to the best of my knowledge. 

' .. ' ~!~ ,/J-rsH<:< >,,\}:<:,)~ ~ 
DAWN HOWARD 

S igriature - 'I Print Name 

OPERATIONS ASST DHOWARD@ELK-RIVER.COM 04/25/2018 (432) 218-2260 
Title E-mail /If avalable) Date Phone 

INSTRUCTIONS - Reference: Statewide Rules 3 1. 38 and 40 
1. When two or more tracts are pooled to form a unit to obtain a drilling permit, file completion paperwork. or reform a pooled unit pursuant to 

Rule 38(d)(3) the operator must file an original Certificate of Pooling Authority and certified plat. 
2. The certified plat shall designate each tract with an ouUine and a tract identifier. The tract identifier on the plat shall correspond to the tract 

identifier and associated information listed on the Certificate. 
3. If within an individual tract. a non-pooled and/or unleased interest exists. indicate by checking the appropriate box. 
4. If the Purpose of Filing is to obtain a drilling pennit. in box # 1 list all applicable fields separately or enter "All Fields" if the Certificate pertains 

to all fields requested on Form W -1. 
5. If the Purpose of Filing is to file completion paperwork, enter the applicable field name in box #1 for the completion. 
6. Identify the drill site tract with an • to the left of the tract identifier. 
7 . The total number of acres in the pooled unit in #11 should equal the total of all acres in the individual tracts listed. 

1 Page __ of 
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RAILROAD COMMISSION OF TEXAS 
1701 N. Congress 

P.O. Box 12967 

Austin, Texas 78701-2967 

Operator Address: 3 WATERWAY SQUARE PLACE, SUITE 500, TI-IE WOODLANDS, TX n380 

SECTION II. WELL INFORMATION 

District No.:08 County: REEVES 

Well No.:2H API No .: 

Total Lease Acres: 1201 Drilling Permit No.: 

Lease Name: EXPEDfTION STATE UNIT 71-67 Lease No.: 

Field Name: FORD. WEST (WOLFCAMP) Field No.: 31913800 

Form P-16 
Page 1 

Rev. 01/2016 

Pu rpose of Rling: 

l.i Drilling Permit Application 
(Form W-1) 

0 Completion Report 
(Form G-1/W-2) 

Filer Is the owner or lessee. or has been authorized by the owner or lessee, of ,11 or 1n undiylded portion of the mineral estate under each tract for whk h filer Is listed 
u operator below. For all leases operated by other entities, the number of assigned a,res shown are reflected on current Commission records or the filer has been 
authorized by the current operator to change t.he assumed acreage of that operator as shown below. 

SECTION Ill. LISTING OF ALL WELLS IN THE APPLIED-FOR FIELD ON THE SAME ACREAGE AS THE LEASE, POOLED UNIT, 

OR UNITIZED TRACT DESIGNATED IN SECTION II ABOVE BY FILER 

RRC ID No. o r Well 
H-Horizontal 

Acres 
SWR 38 Operator Name and 

D-Dlrectional Lease Nam e APINo. 
Assigned 

Except . Operator No. Lease No. No. 
V -Vertical (Y/N) (if different from filing operator) 

1H H EXPEDITION STATE UNIT 71-67 320 N 

2H H EXPEDITION STATE UNIT 71-67 320 N 

3H H EXPEDITION STATE UNIT 71-67 320 N 

Total Well Count > 3 < A . Tot al Assigned Horiz. Acreage 960 < C. Total Assigned Acreage 

< Total Rem ain ing Horiz. Acreage 247 < Tota l Remain ing Acreage 

< 8 . Total Assigned Vert./Dir . Acreage 

< Total Remain ing Vert./Dlr . Acreage 

1i,iM•fliliMf-,;IHJ4•1;14•iil•iliii@•MJl,hdftJlffiffi 

Attach Additional Pages As Needed. liJ No additional pages 0 Addit ion al Pages: __ (No. of addit ional pages) 

CERTIFICATION: I declare under penalties prescribed In Sec. 91.143, Texas Natural Resources Code, that t his report was prepared by me or under my supervision or 
authorlze~ak:e this report, and that the information contained in this report is true, correct, and complete to the best of my knowledge. 

Dawn Howard, Operations Asst. _d_h_o_w_a_rd_@-'--e_lk_-_ri_ve_r_.co_ m ___ ___ ____ _ 

Name and title (type or print) 

3 Water Square Place, Suite 500 ""-. TX 773800-0000 

Address City, Stat e, Zip Code 

432 

Email (include email address only if you affirmatively 
consent to its public release) 

218-2260 04/25/1 8 

Tel: Area Code Number Date: mo. day yr. 

• •• • • .. . 
• • .., .. "' ' • ..... 

• I .. , 
• • .. ' -·~. • • ••• 



RAILROAD COMMISSION OF TEXAS 
Oil and Gas Division 
PO Box 12967 
Austin. Texas 78711 -2967 
www.rrc.texas.gov 

1. Field Name(s) 

FORD, WEST (WOLFCAMP) 
4 . Operator Name 

RIO OIL AND GAS (PERMAIN) 11 ,LLC 

7. Pooled Unit Name 

EXPEDITION STATE UNIT 71 -67 

10. County 

REEVES 

CERTIFICATE OF 
POOLING AUTHORITY 

Revised 0512001 

2. Lease/ID Number (if asggned) 

5. Operator P-5 Number 

712803 

8. API Number 

11. Total aeres in pooled unit 

1207 

P-12 

3. RRC District Number 

08 
6. Well Number 

2H 
9 . Purpose of Fding 

[2J Drilli~ Permlt(W-1) 

D Completion Report 

DESCRIPTION OF INDIVIDUAL TRACTS CONTAINED WITHIN THE POOLED UNIT 

TRACT/P LAT 

IDENTIFIER 

2 

CERTIFICATION: 

T RACT 

NAME 

TRACT 1 

TRACT 2 

A CRES IN T RACT 

(See inst #7 below) 

567 

640 

INDICATE UNDIVIDED INTERESTS 

UNLEASED NON-POOLED 

I declare under penalties prescribed pursuant to the Sec. 91.143, Texas Natural Resources Code, that I am authorized to make the 
foregoing statements and that the information provided by me or under my direction on this Certificate of Pooling Authority is true, 
correct, and complete to the best of my knowledge. 

. ··- ' ~ !~ ./'>, n hd>s ' }~) 
DAWN HOWARD 

Signature Print Name 

OPERATIONS ASST DHOWARD@ELK-RIVER.COM 04/25/201 8 (432) 218-2260 
Title E-mail '" avaJableJ Date Phone 

INSTRUCTIONS - Reference: Statewide Rules 31. 38 and 40 
1. When two or more tracts are pooled to form a unit to obtain a drilllng permit, file completion paperwork, or reform a pooled unit pursuant to 

Rule 38(d)(3) the operator must file an original Cert ificate of Pooling Authority and certified plat. 
2. The certified plat shall designate each tract with an outline and a tract identifier. The tract identifier on the plat shall correspond to the tract 

identifier and associated information listed on the Certificate. 
3. If within an individual tract. a non-pooled and/or unleased interest exists, indicate by checking the appropriate box. 
4. If the Purpose of Filing is to obtain a drilling permit, in box #1 list all applicable fields separately or enter "All Fields" tt the Certificate pertains 

to all fields requested on Form W-1. 
5. If the Purpose of Filing is to file completion paperwork. enter the applicable field name in box #1 for the completion. 
6. Identify the drill site tract with an • to the left of the tract identifier. 
7. The total number of acres in the pooled unit in #11 should equal the total of all acres in the individual tracts listed. 

1 1 Page __ of __ _ 
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GROUNDWATER PROTECTION DETERMINATION 

Groundwater Advisory Unit 

Date Issued: GAU Number: 

Attention: API Number: 

County: 

188101 

38936768 

REEVES 

Form GW-2 

RIO OIL AND GAS (PERMIAN) 

3 WATER SQUARE PLACE 

THE WOODLANDS, TX 77380 

712803 

Lease Name: EXPEDITION STATE UNIT 71 -67 

Lease Number: 

Well Number: 
Operator No.: 

1H 

Total Vertical Depth: 23000 

Latitude: 31.653450 

Longitude: -103.697062 

Datum: NAD27 

Purpose: New Drill 

Location: Survey-FRANKLIN, GA; Section-67 

To protect usable-quality groundwater at this location, the Groundwater Advisory Unit of the Railroad Commission of 
Texas recommends: 

Water-bearing strata from the land surface to a depth of 825 feet and the Rustler, which is estimated to occur from 1025 
to 1800 feet must be protected. 

This recommendation is applicable for all wells drilled in this Section 67. 

Please send Gamma/Porosity log of this well when it is available. 

Note: Unless stated otherwise, this recommendation is intended to apply only to the subject well and not for area-wide use. 
This recommendation is for normal drill ing, production, and plugging operations only. It does not apply to saltwater disposal 
operation into a nonproductive zone (RRC Form W-14 ). 

This determination is based on information provided when the application was submitted on 01 /31/2018. If the location 
information has changed, you must contact the Groundwater Advisory Unit, and submit a new application if necessary. 
If you have questions, please contact us at 512-463-27 41 or gau@rrc.texas.gov. 

Groundwater Advisory Unit, Oil and Gas Division 

Form GW-2 P.O. Box 12967 Austin, Texas 78771-2967 
Rev. 02/2014 

512-463-2741 Internet address : www.rrc.texas.gov 

• ••• • • • •• • 
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REMARKS RE:0 AS·BUILT ti' STAKING 

29 

30 

35 

STATE PLANE COORDINATE OATUM 
HAO 27 . TEXAS CENTRAi. ZONE 4203 

"PP/FTP" SECTION 33. BLOCK 2 
H .t C.N RR. CO SURVEY 

ABSTRACT NO 376 
REEVES COUNTY. TEXAS 

® 
SURVEY 6 7 

SCRAP FILE 8233 
C. A. FRANKLIN SUR VCY 

ABSTRACT NO. 26 16 
REE VES COUNTY. TEXAS 

CALLED 640 ACRES 

G) 
SURVEY 71 

SCRAP rilE 83 15 

J 
3 BLOCK 54 3 

TWP. 4 

SECTION TIES SUMMARY 
EXPEDITION STATE UNIT 71-67 #2H 

SHL-388. FS'NL. 1190' FNWL.SECTION 33 
PP/FTP.J30' FNEl. 990' FNWL.SECTlON 67 
L TP/BHL-39T FSEL. 990' FNWL.sECTlON 71 

EXPEDmON STATE UNIT 71-67 #2H 
WELL BORE SUMMARY 

SHL TO PP/FTP• S 73"36'05" W. 744.51. 

C A. FRANKLIN 
SURVEY 

ABSTRACT NO. 261 7 
REEVES COUNTY TEXAS 

CAllED 567 ACRES 
PP/FTP TO LTP/BHL-S 58"00'11" W, 101'46.68' 

EXPEDITION STATE UNIT 71-67 
UNIT SUMMARY 

TRACT 

2 

TOTAL 

CALLEO 
ACREAGE 

567 

STATE PLANE COOROfNATE OATVM 
NAO 83 • TEXAS CENTRAL ZONE •203 

I 

NOTE: 
EXPEDmON STATE UNIT 71-67 #2H 

LOCATION BEING 
N 30"32' W. 17 28 MILES FROM 

PECOS CITY, REEVES COUNTY. TEXAS 
FROM PECOS CITY: 

HEAD NORTH ON US.285N FOR 3.4 Ml 
WELL PAD APPROX 300' WEST OF US.285N 

EXl'EDITIOt< STATE UNIT 71.jl7 

EXPEDmoN §TATE UNrr 1 , .a1 91H §HL (EL£V•7t602Tl EXPEOIT!QN STATE UNIT 71.ff1 !7H SHl !ELEV -?75077) 
X• 12509:Stn LAT •31 .. 12408"' N X •96CJ85"7 LAT • 31~119,,,1.TN 

'( • 738328 SM LONG • · 103"•t'38 79TW 

EXPEQ[TION STATE UNO 7]-67 '2H PPlrTP 
X •9Sl88226 LAT • 3 1"39'086417N 
Y • 7311187f, LOHG•-103"•14698:TW 

exPepmoN STATE UNIT 1,-45112H LTPIJ3HL 
X • 94.SOnt9 LAT •31*38'13880'"N 
Y • 7327•2 "2 lOHG • ·103.'3"2" SIIS"W 

Pla1noc-. 

Y• 1058090S28 LONG• •t03•41'4045G'"W 

f.XPEOITION STATE UNIT 71-67 01 PPIFTP 
X• 12501•.5 50 LAT •31 .39'10 116" N 
Y • 1068068507 l 0NG ••1<Jl·• t''864S'W 

EXPEQfTIQN STATE UNIT7t-671'2H LTP/OHL 
X•12,15,40,33 LAT •31938'1'346" N 
Y • t051s.319 52 LONG• .103•, J7a.2IS1'' W 

1) ~ OtS'TA.HCll. AA!ANKJCC)()fUMHATD DO..,.. HtM.OH /'IR£.IIA.IU)OHi'tC fDASCOOAl)HA.TE 
SY'ITOI OI'- tAl pot 1). cvmtM. ZOHf' A& ~O ff'(OPS 0850tVATIONI RlftlttNCf.D TO TRANIIGl.08Al 
CON'TROLPOlfr,IT "OY!RU)ftO 1·~ 1w~.>210, t 1mm•ttWC'.RE nccx•r·,~RGE:«::eNG.£• 1·.:ro1 , · 
N«> ntllCOMelM[O,ACTOft 19 1 ""212' BZVl+TIOHSAA!.Ho\WNC'J[OC) t'f!t TICfl'IOll110tW. Tou:P.ANCE: 
OF ll-M IUR\1£'1' EXCECDS nE REOUlftfMENTS RlA A RUfW. a.JAVEV 

2) lMSSIJA\IE.Y WA.SP£A'OR.W.O'Mn+ot.lT TH!.8f.P/EfrT 0, A m\.ERE.PORT Al«)1l'41!R£VIEW()fl Oil!MISTRACT 
or l1T\.I.. THERf! ~v ee. ~ AHOi()flt covewnw AR-lC'TlHO fHII P11tOPERTY NOT IH()IM4 HlAEOt4 
lOCA TICH 0, IMPftO\l'U,elT'I Y.Ote: IEYONO COM.MilSSl()IHf ac~ 0, THII fl'A0.1teT NtO t'A\Jf. l!UN 
IPECPICAU. Y ~ \IUTN) ~I NOT l'UtHISMl!D JfOR Tla lURVCV 

J) f;U OOCUl,,IENTI ANO B.ECTRONIC DA TA FLED_.. TI-le OfflCf 0, ~ SEAVIC(I. UC FOR COMPl.fT£ 
REGOHffllNJC,TIOH 0#- lttEIE: U CTIONI OR BLOCKS 

DATE: OS.02-18 DATE SURVEYED 03-07·18 DRAFT__§:!_ 

JOB NO. 180301 1 FIELDBOQKV. ZE-15,P 62 REV 1 

FILE 1803011 EXPEDITION STATE UNIT 71·67 #2H RRC PERMIT PLAT (OFF) 

2000' O' 2000' 4000' ~- ~~~ 

TRANSGLOBAL 
I I R V I C I I l l C 

TBPLS FIRM • 10Ht3740 

I, THE UNDERSIGNED DO HEREBV CERTIFY 1HA T THE >".£LL PlA T SHO'MI HEREON REPRESENTS lHE RESULTS OF A 
SURVEY MADE ON Tl<E GROUND UNDER M'f DIRECTION ANO SUPERVISION ANO IS TRUE ANO CORRECT lO lliE BEST 
OF MY KN0\/1.l.EOGE ANO eea..1EF NO WARRANTY IS MADE OR INTENDED FOR THE U)CATI()N OF NN OR AU 
EASEMENTS THAT MAY EXIST 'HITHIN TUE OOUNOS OF THIS SURVEY THE INFORM/\Tt()N PRESENTED HERCON tS 
FOR Tl<E PRIVATE USE Of THE PART'!' NAMED II< ntE ·REfEAENCE PORTION"Ofl><E TITLE BLOCK ANO DOES NOT 
CONSTll\JTE A COMPUTE BOUNDARY SURVEY AS DEFINED BY Tl<E PROFESSIONAL LANO SUIM't'ING PAACT1CES 
ACT 

8205 Camp Bowie West. Su110 204 
Fon Worth, Texas 76116 

(817) 529-1 tlKl - Fax (817) 529-1181 TIMOTHY A NOLD TEXAS R P L.S. NO 5658 DATE 
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Oil and Gas II , LLC 

February 8, 20 18 

Texas General Land Office 
A TT : Daryl Morgan 
.1 700 . Congress A venue, uite 840 
Austin, TX 7870 1-1495 

ubject: 

Mr. Morgan, 

Pooling Agreements 
Conquista State Unit 54-1-8- GLO Unit o. 8833 
Expedition State Unit 71-67- GLO Unit No. 8832 
Reeves County, TX 

Please find enclosed the fo llowing document for your re iew and execution. 

I. Two original of the partiall y executed original of the referenced Pooling Agreement fo r the 
Conquista State Unit 54-1-8 G LO Unit No. 8833 in Reeves County, Texa executed 
February 5, 2018. 

2. Two originals of the partially executed original of the referenced Pooling Agreement for the 
Conquista State Unit 54-l -8 GLO Unit o. 8832 in Reeves County, Texas executed 
February 5, 20 18. 

Should you have any question please do not hesitate to contact me. 

Regards, 

Allison Abney 
(832) 616-3734 
aabney@rioog.com 

Enclo ures - Pooling Agreements. 

3 Wat erway Square Place, Suite 500 I The Woodlands, Texas 77380 
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February 21, 2018 

Ms. Al lison Abney 
Rio Oil and Gas II, LLC 

TEXAS GENERAL LAND OFFI CE 
GEORGE P. BUSH, COMM ISS IONER 

3 Waterway Square Place, Suite 500 
The Woodlands, Texas 77380 

Re: Pooling Agreements 
Expedit ion State Unit 71-67 - GLO Unit No. 8832 
Conquista State Unit 54-1-8 - GLO Unit o. 8833 
Reeves County, Texas 

Dear Ms. Abney: 

Enclosed is an original of each of the above referenced Pooling Agreements that has been 
executed by George P. Bush, Commissioner of the Texas General Land Office ("GLO"). We 
have retained the other original of each Pooling Agreement for our files. Please refer to the 
referenced GLO Unit Nos. for each Unit when fi ling Royalty Reports with the GLO. 

Thank you for yom assistance with th.is matter, if you have any questions or need 
anything further, please do not hesitate to contact me. 

Enclosures 

1700 North Congress Avenue, Austin, Texas 78701 - 1495 
P.O. Box 12873, Austin, Texas 78711 -2873 

5 12-463-500 I glo. texas.gov 
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DO NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

UPA170198 

Unit N um ber 8832 

Operator N ame 

Cu stomer ID 

Un it N ame 

R io Oil and Gas If, LLC 

C000090164 

Expedition State Unit 71-67 

Effective Date 

Un itized For 

Unit Term 

12/ /9/2017 

Oil A nd Gas 

Co unty 1 Reeves RRC District 1 08 Old Unit Number Inactive Status Date 

County 2 R RC District 2 

County 3 R RC District 3 

County 4 RRC District 4 

Unit type Permanent 

State Net Reven ue Interest Oil 0.25000000 

S tate Part i11 Unit 1.00000000 

Well Unit Depth 

From Depth 

To Depth 

Specified Depths 

11368 600' 
be /0111 

J, ormation Top of Wolfcamp to Base of Wolfcamp 

l ease umber Tract l ease Acres 
o in Unit 

Participation Basis S urface Acreage 

If Exc/11io11s Apply: See Remarks 

Total Unit 
Acres 

Tract 
Participation 0 /C 

lease RO) atty 

MF118859 

MF10611 6 

640.000000 1,207.000000 0.53024027 0/G 0.25000000 

0.25000000 2 567.000000 1,207.000000 0.46975973 0 /G 

A Pl N um ber 

Remarks: 

Prepared By: Prepared Date: 

CLO Base Updated By: CLO Base Date: 

RAM Approval By : RAM Approval Date: 

CJS By: C IS Date: 

Wei/ In ventory By: WI Date: 

12/1/2017 10:57 :21 AM 8832 

N RI of l ease 
in Unit 

Royalty Rate 
Reduction 
Clause 

0.13256007 No 

0.11743993 No 

1 of 1 



To: 

Date of Board 
Meet ing : 

Effective Date: 

Unit Expiration Date : 

Applicant: 

Attorney Rep : 

Operator: 

Unit Name: 

Field Name: 

Pooling Committee Report 

School Land Board 

12/19/2017 

12/19/201 7 

Rio Oil and Gas (Permian) II , LLC 

Rio Oil & Gas (Permian) II, LLC, The Woodlands 

Expedit ion State Unit 71-67 

FORD, WEST (WOLFCAMP) 

County: Reeves 

~ ~ 
~ Number 

U Fee MF106116 

U Fee MF118859 

Private Acres: 

State Acres: 

Total Unit Acres: 

Unit Tyge: 

Permanent 

12/1/2017 11:00:17 AM 

Lease £.Y.!iration 
Royalty Date 

0.25000000 01 /17/2011 

0.25000000 08/01/2020 

0.000000 

1207 .000000 

1207 .000000 

Unitized for: 

Oil And 
Gas 

Lease Lease 
Term Acres 

5 years 567.000000 

3 years 640.000000 

Particigation Basis: 

Surface Acreage 

State Acreage: 

State Net Revenue Interest: 

RRC Rules: 

Yes 

UPA170198 

UPA1701 98 

Unit Number : 8832 

L~as~ Acres Royalty 
In Unit Pa[ticigatjon 

567.000000 0.11743993 

640.000000 0.13256007 

Surface 
Acreage 

100.00% 

25.00% 

Spacing Acres: 

1,820 seres for a 10,000 foot 
lateral (FTP to L TP). 

1 of 1 



Working File Number: UPA170198 

REMARKS: 

Rio Oil and Gas (Permian) II , LLC is requesting permanent oil and gas pooling from 11 ,368 
feet to the base of the Wolfcamp formation as seen on the Sandridge Expl. and Prod ., LLC 
Vermejo 58 # 1 well log (API 42-301-31248) in order to test the Wolfcamp formation. 

The applicant plans to spud the first unit well in May 2018. A 10,000 foot lateral is expected to 
be drilled . 

With Board approval of the unit, the State's unit royalty participation will be 25%. 

The State will participate on a unitized basis from the date of first production. 

The appl icant agrees to drill a total of four unit wells. The fi rst well will be spud by or before 
August 1, 2020 and the remaining three wells will be spud by or before August 1, 2022 or the 
unit will decrease in size to+/- 301 acres per unit well drilled . 

POOLING COMMITTEE RECOMMENDATION : 

The Pooling Committee recommends Board approval of a permanent oil and gas unit under 
the above-sta ted provisions. 

Mary Smith - ffi ce of the Attorney General Date 

Robert Hatter - General Land Office Date 

Diane Morris - Office of the Governor Date 

12/4/201 7 2:04:19 PM UPA170198 1 of 1 
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POOLING AGREEMENT 
RIO OIL AND GAS (PERMIAN)!!, LLC 

EXPEDITION STATE UNIT 71- 67 
GLO UNIT NO. 8832 

REEVES COUNTY, TEXAS 

THIS AGREEMENT is entered into by and between the Commissione r of the General Land Office , on behalf of the State 
of Texas , as "Lessor" and Rio Oil and Gas (Permian) II. LLC, herein referred to as "Lessee ", and such other 
interested parties as may join in the execution hereof , the undersigned parties herein collectively referred to as 
the "parties " , in consideralion of the mutual agreements hereinafter set forth and other valuable considerations, 
the receipt and sufficiency of which are hereby acknowledged , and for the purposes and upon the terms and 
conditions which follow : 

PURPOSES : l. 

This Pooling Agreement ("Agreement " ) is made for the purposes of conservation and utilization of the pooled 
mineral , to prevent waste , to facilitate orderly development and to preserve cor relative r ights . To such end , it 
is the purpose of this Agreement to effect equitable participalion within the unit formed hereby . This Agreement 
is intended to be performed pursuant to and in compliance with all applicable statutes , decisions , regulations, 
rules, orders and directives of any governmental agency having jurisdiction over the production and conservation of 
the pooled mineral and in its interpretation and application shall , in all things, be subject thereto . 

UNIT DESCRIPTION: 2 . 

The oil and gas leases , which are included within the pooled unit , are listed on the attached Exhibit "A" , to which 
leases a nd the records thereof reference is here made for all pertinent purposes . The pooled unit shall consist of 
all of the lands described in Exhibit "B" attached hereto and made a part hereof . A plat of the pooled unit is 
attached hereto as Exhibit "C" . The unit description is subject to the provisions of Addendum "A". 

MINERAL POOLED : 3 . 

The mineral pooled and unitized ( "pooled mine ral " ) hereby shall be oil and gas including all hydrocarbons that may 
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission 
of Texas or other state regulatory agency having jurisdiction of Lhe drilling and production of oil and gas wells . 
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit from 600 feet 
below the top of the Wolfcamp formation to the base o f the Wolfcamp formation , being defined as the straLigraphic 
interval or its correlative equivalent occurring Crom 11 , 157 feet MD to 15,880 MD as seen on the Neutron Density 
log of the TXL 1-1 well , AP! H42-389-32125 ( "unitized interval " ) . 

POOLING AND EFFECT : 4 . 

The parties hereto commit all of their interests wh ich are within the unit to the extent and as above described 
into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B" , for and 
during the term her eof , so that such pooling or unilization shall have the following effect : 

(a) The unit, to the extent as above described , shall be operated as an entirety for the 
exploration , development and production of the pooled mineral , rather than as separate 
tracts . 

(b) All dr illing operations, reworking or other operations with respect to the pooled mineral 
on land within the unit shall be considered as though the same were on each separate 
tract in the unit , r egardless of the actual location of the well or wells thereon , for 
all purposes under the terms of the respective leases or other contracts thereon and this 
Agreement . In the event the unitized area covered by this Agreement is maintained in 
force by drilling or reworking operations conducted on a directional or horizontal well 
drilled under the unitized area from a surface location on adjacent or adjoining lands 
not included within the boundaries of the unitized area , such operations shall be 
considered to have been commenced on the unitized a rea when drilling is commenced on the 
adjacent or adjoining land for the purpose of directionally drilling under the unitized 
area and production of oil or gas from the unitized area through any directional or 
horizontal well surfaced on adjacent or adjoining land or drilling or reworking of any 
such well shall be considered production or drilling or reworking operations, as the case 
may be , on the unitized area for all purposes under this Agreement . Nothing in this 
Agreement is intended or shall be construed as granting to Lessee any leasehold interest , 
easements , or other rights in or with respect to any such adjacent or adjoining land in 
addition to any such leasehold inlerests , easements , or other rights which the lessee, 
operator or other interest owner in the unitized area may have lawfully acquired from the 
state or others . 

(c) Production of the pooled mineral from the unit allocated to each separate tract , 
r espectively , as hereinafter provided , shall be deemed to have been produced from each 
such separate tract in the unit , regardless of the actual location of the well or wells 
thereon , for all purposes under the terms of the respective leases or other contracts 
thereon and this Agreement . 

(d) All rights to the production of the pooled mineral from the unit , including royalties and 
other payments , shall be determined and governed by the lease or other contract 
pertaining to each separate tract , respectively, based upon the production so allocated 
to such tract only , in lieu of the actual production of the pooled mineral therefrom . 
Provided that , payments that are made on a per acre basis shall be reduced according to 
the number of acres pooled and included herein , so that payments made on a per acre basis 
shall be calculated based upon the number of acres actually included within the 
boundaries of the pooled unit covered by this Agreement . 



••• 
• • r, ••• 

• 
•••• • • • ••• 

•• • • • • ••• 

(e) A shut-in oil or gas well located upon any land or lease included wiLhin said unit shall 
be considered as a shut-in oil or gas well located upon each land or lease included 
within said unit ; provided , however , thaL shut-in oil or gas well royalty shall be paid 
to Lhe Slate on each State lease wholly or partially within the unit , according Lo the 
terms of such lease as though such shut-in oil or gas well were located on said lease , iL 
being agreed LhaL shut-in royalties provided in each State lease shall not be shared with 
other royalty owners . 

( fl 

(g) 

(h) 

Notwithstanding any other provision hereof , it is expressly agreed chat each Stale lease 
may be maintained in force as co areas lying outside the unitized area described in 
Exhibit "B" only as provided 1n each such lease wiLhouL regard to unit. operaLions or unit 
producLion . Neither production of the pooled mineral , nor unit operations with respect 
thereto , nor the payment of shut - in royalties from a unit well, shall serve to hold any 
State lease in force as LO any area outside the unitized area described in Exhibit "B" 
regardless of whether the production or operations on the unit are actually localed on 
the State lease or not . "Area " as used in this paragraph shall be based upon surface 
acres to the end that , except as may otherwise be provided in each State Lease , the area 
inside the surface boundaries of the pooled unit , if held , will be held as to all depths 
and horizons . 

If the Railroad Commission ct Te>:as (or any other Texas regulatory body having 
jurisdiction) shall adopt special field rules providing for oil and/or gas proration 
units of less than the number of acres included in the pooled unit , then Lessee agrees to 
either (1) drill to the density permitted by the Railroad Commission, (2) make 
application to the School Land Board of the State of Texas to reform the unit to comply 
with Railroad Commission unit rules , or (3) make application to the School Land Board of 
the State of Texas for such remedy as may be agreeable to the Board . 

This Agreement shall not relieve Lessee from the duty of protecting the State leases 
described in Exhibit "A" and the State lands within the boundaries of the pooled unit 
described in Exhibit " B" from drainage from any well situated on privately owned land, 
lying outside the uniLized area described in ExhibiL "B" , but , subject to such 
obligation, Lessee may produce the allowable for the entire unit as fixed by the Railroad 
Commission of Texas or other lawful authority, from any one or more wells completed 
thereon . 

(il There shall be no obligation to drill internal offsets to any other well on separate 
tracts wiLhin Lhe pooled unit, nor to develop the lands within the boundaries thereof 
separately, as co the pooled mineral . 

(jl Should this Agreement terminate for any cause , the leases and other contracts affecting 
Lhe lands within the unlt , if not then otherwise maintained in force and effect , shall 
remain and may be maintained in force and effect under Lheir respective terms and 
conditions in the same manner as though there had been production or operations under 
said lease or contract and the same had ceased on the date of Lhe termination of this 
Agreement . 

ALLOCATION Of ~RODUCTION : 5 . 

fo r the purpose of compuLing the share of production of the pooled mineral to which each interest owner shall be 
entitled from the pooled unit , there shall be allocated to each tract committed to said unit that pro r ata portion 
of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract 
and included in the unit bears to the total number of surface acres included in said unit, and the share of 
production to which each interest owner is entitled shall be computed on the basis of such owner ' s interest in the 
production so allocated to each tract . 

TAKING ROYALTY IN KIND : 6 . 

Notwithstanding anything conLained herein to the contrary, the State may, at its option, upon not less than siY.ty 
(60) days notice to Lessee , require that payment of all or any royalties accruing to the State under this pooling 
or unitization agreement be made in kind , without deduction for the cost of producing , gaLhering , storing, 
separating, treating , dehydrating, compressing , processing, transporting and otherwise making the oil , gas and 
other products pr oduced hereunder ready for sale or use. 

EffECTIVE DATE : 7 . 

Upon execution by the Commissioner of the General Land Office of Lhe State of Texas this Agreement shall become 
effective as of December 19 , 2017 . 

TERM : 8 . 

This Agreement shall remain in effect so long as the pooled mineral ls being produced from said unit , o r so long as 
all leases included in the pooled unit are maintained in force by payment of delay rentals or shut-in oil or gas 
well royalties , by drilling or rework , or by other means , in accordance with the terms of said leases . Nothing 
herein shall amend or modify Section 52 . 031 of the Natural Resources Code , or any of the provisions thereof , which 
are contained in any State lease covered by this Agreement . 

SPECIAL TERMS AND CONDITIONS : 9 . 

Notwithstanding anything contained herein to the contrary, this Agreement is subject to the terms and conditions of 
the attached Addendum "A" . 

2 
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STATE LAND: 10 . 

Insofar as the royalty interest of the Scace of Texas in and under any Stace tract committed to the unit is 
concerned , this Agreement is entered into , made and execuled by lhe undersigned Commissioner of the General Land 
Office by virtue of the authority and pursuant to the provisions of Subchapcer E, Chapter 52, of the Nalural 
Resources Code , authorizing the same, afler the prerequisites, findings and approval hereof , as provided in said 
Code having been duly considered, made and oblained . 

DISSOLUTION : 11. 

The unil covered by this Agreement may be dissolveo by Lessee, his heirs , successors or assigns , by an instrument 
filed for record in Reeves County, ~exas, and a certified copy thereof filed in the General Land Office al any time 
after the cessation of produclion on said unil or lhe completion of a dry hole thereon prior to production or upon 
such olher dale as may be approved by the School Land Board and mutually agreed to by the undersigned parties, 
their successors or assigns . 

RATifICATION/WAIVER : 12 . 

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of this 
Agreement by the Commissioner shall : (1) operale as a ratification or reviver of any State lease that has expired, 
lermlnated , or has been released ln whole or in oarc or terminated under the terms of such State lease or the laws 
applicable thereto; (2) constitute a waiver or release of any claim for money , oil , gas or other hydrocarbons , or 
ocher lhing due co the Stale by reason of the existence or failure of such lease ; (3) constitute a waiver or 
release of any claim by the State that such lease is void or voidable for any reason , including, without 
limitation , violations of the laws of the State with r espect co such lease or failure of consideration; (4) 
constitute a confirmation or recognition of any bou~dary or acreage of any trace or parcel of land in which the 
State has or claims an interest ; or (5) constilute a ratification of , or a waiver or release of any claim by the 
State with respect co any violation of a statute, regulation , or any of the common laws of this Scace, or any 
breach of any contract , duty , or other obligation owed co the Scace . 

COUNTERPARTS : 13 . 

This Agreement may be executed in counterparts and if so executed shall be valid , binding and have the same effecl 
as if all the parties herelo actually joined in and executed one and the same document . for recording purposes and 
in the event counterparts of this Agreement are executed , the executed pages, together with the pages necessary to 
show acknowledgments , may be combined with lhe other pages of this Agreement so as to form whal shall be deemed and 
treated as a single original instrument showing execulion by all parties hereto . 

IN WITNESS WHEREOf , the parlies have executed this Agreement upon the respective daces indicated below . 

,,,, '"'''''' ~ 

Date Executed 

Legal 
Content 
Geology 
Executive 

3 

STATE Of TEXAS 

.,,~C,a°,R,, UL 
General Land Office 

RIO OIL AND GAS (PERMIAN) II, LLC 

,,,J;N.~~-~ _ /) IA 
bA L --r &,..} f: S:-m I rH: .:ra:- '-1 
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STATE OF TEXAS 

COUNTY OF VV\OO~dt~ 

This instrumen~ was acknowledged before me on fi:.\?l0(A~J\... VJ~ 2018, by ~Y\ f. 3m\fu ::m= 
as ~~v-~s QoJe-eoyvncm of Rio Oil an~mian) II , LLC, a Dt Q.av:JAI{£_, 
limited liability company on behalf of said company . 

CERTIFICATE 

I, Stephanie Crenshaw, Secretary of the School Land Board of the Seate of Texas , do hereby certify that at a 
meeting of the School Land Board duly held on the 19th day of December , 2017, the foregoing instrument was 
presented to and approved by said Board under the provisions of Subchapter E, Chapter S2 , of the Natural Resources 

Code, all of which is set forth in the Minutes of \ ~ rd of whi~ ~m~s~:ian . I 
IN TESTIMONY WHEREOF, witness my hand this the -o• -, day of ~ Qk , 2018 . 

d 

4 
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Addendum "A" 

To that certain Pooling Agreement for th e Expedit ion State Unit 71-67 

The parties hereby agree that should a conflict exist between this Addendum and the body of the agreement that this 
Addendum shall prevail. 

The pooled unit shall consist of all of the lands herein described in the attached Exhibit "B" and depicted 

in the attached Exh ibit "C". Lessee agrees to drill a minimum of four (4) horizontal we lls within the unit, 

provided however that, should Lessee fa il to meet the "Drilling Obligation Timeframe", as specifical ly 

defined below, that such unit shall remain in full force and effect as to any and all wells dri lled upon the 

unit acreage, but shall shrink down to allow for a maximum size of 301.75 acres per wel l drilled in the unit, 

as close as is reasonably practicable to the shape of a rectangle surround ing the wells. In the event that 

Lessee choses to dril l wells ahead of the Dril ling Obligation Timeframe detailed below, then Lessee shall 

not be pena lized for doing so and shall still conserve the benefit of the Drill ing Obligation Timeframe 

described below . 

Drilling Obligation Timeframe: 

Lessee sha ll have commenced actua l Drilling Operations in the following manner: 

First well 

Second, Third and Fourth well -

spud on or before August 1, 2020; 

spud on or before August 1, 2022. 

Once actua l dril l ing operations have been commenced on a part icular well, Lessee shal l continue drilling 

and completion operations the reafter on such we ll with due diligence, as a reasonable prudent operator 

would under the same or similar circumstances. 

In the event Lessee commences actua l drilling operations on all four (4) wells committed to be dri lled 

hereunder as provided above and such wells are the reafter completed as wells being capable of producing 

oil or gas in paying quant ities, the parties hereby agree that the pooled unit shall remain in the origina l, 

unaltered size and shape as described in Exhibit "B" and depicted in Exhibit "C", in accordance with 

paragraph eight (8) of this Agreement. 

End of Addendum "A" 
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Tract No. 

1 

2 

State Lease No. Lessor 

I 106116 I The State of Texas 

I 118859 I The State of Texas 

Exhibit "A" 

Leases - GLO Unit 8832 

Lessee 

I Forest Oil Corporat ion 

I Rio Conquista, LLC 
I 
I 

Lease Date Recording Information 

1/17/2006 I 727/679 

8/ 1/ 2017 I 17-16264 
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Tract No. 

1 
2 

County Survey 

I Reeves I G.A. Franklin 

I Reeves I G.A. Franklin 

Exhibit "B" 

Lands - GLO Unit 8832 

Section 

I 71 I 
I 67 I 

Legal Description Gross Acres 

ALL I 567 
ALL l 640 

Total Gross Acres in Unit : 1207 
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RIO OIL & GAS (OPCO) LLC 
3 WATERWAY SctlJARE PL. STE 500 

THE WOODLANDS, TX 77380 

~€J~~OF &~cu I~ OWL(_Q_; 
~ l~dN._oly.Lh ~ tr12{lOD 

@ BANKO FTEXAS 
www.bankoftexas.com 

... 

\~ 

1871361 9 13 2 5 

DATE 
(Q ..-, 1JJ. -l 2? 32-1432-1110 

I :&ro. '72.__ 
DOLLARS [!j =----
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Oil and Gas II , LLC 

June 28, 20 18 

Texas General Land Office 
Attn: George Ma11in 
1700 Congress Ave 
Austin, TX 7870 1- 1495 

Mr. Ma1tin-

Enclosed herein you wi ll find Rio Oil and Gas (Opco) LLC check no. 1325 in the 
amoLLl1t of $5 10.72. This check is payment fo r surface damages associated with the Expedition 

tate Unit 7 1-67 #2H & #J H wells located in Section 67, Abstract 2616 and S 
26 17 of Reeves County, Texas. The tate leases associated with this well a 
MF# l 18859. 

Thank you fo r your cooperation in this matter and should you have any questions, plea e 
do not hesitate to contact me. 

) ely, 

Allison Abney 

(832) 616-3734 

aabney@rioog.com 

Enclosures - Check. 

3 Waterway Square Place, Suite 500 I The Woodlands, Texas 77380 
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RIO OIL & GAS (OPCO) LLC 
3 WATERWAY SQUARE PL. STE 500 

THE WOODL~ DS, TX 77380 
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Oil and Gas II, LLC 

June l5,20 18 

Texas General Land Office 
Attn: George Martin 
1700 Congress Ave 
Austin , TX 78701 -1495 

Mr. Martin-

Enclosed herei n you will find Rio Oil and Ga (Opco), LLC check no. 1323 in the 
amount of $26,7 17.68. This check is payment fo r urface damages associated with the 
Expedition tate Unit 7 l-678 # I H well located in bstract 2616 of Reeves County, 
Texas. The state leases associated with this well a e MF,, I 06116 a, MF# I 18859. 

Thank you fo r your cooperation in this matter and should you have any questions, please 
do not hesitate to contact me. 

Sincerely, 

Allison Abney 

(832) 616-3734 

aabney@rioog.com 

Enclosures - Check. 

3 Waterway Square Place, Suite 500 I The Woodlands, Texas 77380 \J\ 
\ 
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HAVE MASSEY 

hmassey@loveinribman.com 
Telephone: (817) 442-5106 

August 30, 2018 

LoveinO R.ibman l'c 

V IA CERTI FIED M.AJL RRR # 7017 2680 00011632 3645 
Von Directional Services, LLC 
12074 FM 3083 RD 
Comoe, Texas 77301 

VIA C ERTIFIED MAIL RRR # 7017 2680 00011633 2685 
State of Texas 
P.O. Box 12873 
Austin, Texas 787 11 -2873 

VIA C ERT IFIED MAIL RRR # 7017 2680 00011633 2678 
Rio Oil and Gas (Permian) II, LLC 
3 Waterway Square Place, Suite 500 
The Woodlands, Texas 77380 

1225 Main Street, Suite l 02 
Grapevine, Texas 76051 

Facsimile: (817) 442-5108 

RE: TEXAS PROPERTY CODE SECTIO 56.023 Notice of Unpaid Equipment Provided to 
Well o. I H, API o. 42-389-36768, bearing GPS Coordinates 3 1.637097 -
103.727475, Datum: AD 27, Plane Zone: Central out of the Expedition State 
Unit 7 1-67 Lease covering a track of land in Reeves County Texas described as 
two adjacent tracts in Reeves County, Texas being: 640 Acres, Sect ion 67. S.F. 
813]. G. A. Franklin Survey: and 567 Acres, Section 7 1. S.F. 83 15. G. A. 
Franklin Survey (hereinafter the '"'Well" or "Property"). 

The undersigned and thi s firm represent Panther Drilling Systems, LLC, 14201 Caliber Drive, 
Suite 300, Oklahoma City, Oklahoma 73 134 ("PDS"), who is cunently owed the principal 
amount of $56,092.95 for provid ing a 6.75 inch Downhole Motor for the above-referenced Well 
pursuant to a contract with Von Di rectional Services, LLC ("Von"). Enclosed herewith is PDS's 
outstanding invoice(s) for your reference. The purpose of this correspondence is two-fold, to 
demand payment of the outstanding amount owed to PDS and to perfect PDS's mineral lien 
rights against the Property. 

TEXAS PROPERTY CODE SECTIO 56.043 requires the owner(s) of the Property to w ithhold PDS 's 
claim amount from Von's payment until thi s debt is settled or detennined. 

In addi tion to the contract balan ce, the Prompt Payment Act provides that a property owner must 
pay its contractor for improvements to the owner's property within thirty-five (35) days of 
receiving a payment request. In tum , the contractor must pay its subcontractor or supplier w ithin 
seven (7) days of receiving payment from the owner. If the contractor or owner fai l to make 
payment within that time frame, then the subcontractor is entitled to interest on the overdue 
contract balance at a rate of 18% per annum . 

• •• • ••• ••• • • 
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The Trust Fund Statute imposes a fiduciary duty on property owners who receive proceeds to 
fund improvements on their property, as well as contractors who receive payment for the work 
perfonned on, or materials and equipment supp.lied to the owner's property. The fiduciary duty is 
breached when the owner or contractor intentio nally knowingly, or with the intent to defraud, 
retain use disburse, or otherwise divert the proceeds received without first paying their 
subcontractors. If the fiduciary duty is breached, then the individual agents who directed the 
wrongful diversion or retention of the proceeds can be held personally liable for the 
misapplication of trust funds and statutory penalties. 

In addition to the foregoing claims, PDS is entitl ed to recover the attorneys' fees and costs it has 
incurred under Section 38.001 , et seq., of the TEXAS CIVIL PRACTICE and REMEDIES CODE and 
Section 53. 156 of the TEXAS PROPERTY CODE. PDS has now incun-ed approximately $500.00 in 
attorneys' fees and costs. This amount wi ll onl y increase if payment is not immediately made. 

Demand is hereby made for the payment of $56,592.95, which includes the above-referenced 
attorneys' fees. Enclosed herewith, please find a copy of a mechanic' s lien that wi ll be recorded 
against the mineral interest for the Well after the expiration of ten (10) days from the date of this 
notice. Jf paym ent is not received thereafter, then PDS will file suit to foreclose upon its lien, as 
wel l as for breach of contract, violation of the Prompt Payment Act and other claims ava ilable to it. 
In doing so, PDS wi ll seek an award for the principal amount owed, interest on that amount, 
attorneys' fees, and costs. 

incerel) . 
Lovein I Ribman, P.C. 

Enclosure: Lien Affidavit 

• ••• ••• ••• •• 
• • • • • • • • • • • • • • • • • • • • • • • •• •• •• • • • • • • • 



MINERAL LIEN AFFIDAVIT 

STATE OF TEXAS § 
§ 

COUNTY OF REEVES § 

BEFORE ME, the undersigned authority, personally appeared Mark Layton. who upon 
an oath, deposed and stated the fo llowing: 

I. My name i Mark Layton and I am a resident of Oklahoma County, Oklahoma. l 
am the Chief Financial Officer of Pan ther Dril ling Systems, LLC (hereinafter referred to as the 
"Claimant"). I am over J 8 years of age. l am competent and authorized to make this affidavit. I 
have personal knowledge of the facts stated herein. 

2. Clai mant's mailing and physical address is 14201 Caliber Drive, Suite 300, 
Oklahoma City, Oklahoma 73134. 

3. The pro perty sought to be charged with a lien by Claimant is the entire oil, gas 
and/or mineral estate, property land, leaseholds. servitudes, or mineral rights fo r the well 
commonly known as Well No. lH, APT No. 42-389-36768, beari ng GPS Coordinates 
31.637097, -103.727475, Datum: NAD 27, Plane Zone: Cen tra l out of the Expedition State 
Unit 7 1-67 Lease covering a track of land in Reeves County Texas described as two adjacent 
tracts in Reeves County, Texas being: 640 Acres, Section 67, S.F. 8233, G. A. Franklin 
Survey; and 567 Acres, Section 71 S.F. 8315, G. A. F ranklin Survey (hereinafter, the 
"Property"), including without limitation, all material, machinery, and supplies used for mineral 
activities thereon; and all land leaseholds, well s. pipelines, and any rights-of-way of the owners 
described below used for oil, gas, and mineral purposes, all interests in in oil, gas. and/or mineral 
leases, overriding royalties, production payments, net profits interests, fee mineral interests, fee 
royalty interests and other interests insofar as they cover such lands, and all other property 
associated with the Expedi tion State Unit 71 -67 Lease Well No. lH described in Art icle 1 of an 
Oil and Gas Lease o. 11 8859 recorded under [nstrument lumber Instrument No. 17-16264, 
Volume OPR 1479, Page 0445, of the Reeves County Official Public Records on or about 
September 28 2017. 

4. The mineral acti vi ties performed by Claimant can be genera lly described as 
providing a 95/8 inch and 6.5 inch DownhoJe Motors and stabilizers for the drilling of the 
Exped ition State Un it 71-67 Lease Well No. lH, APl No. 42-389-36768, at the Property, and 
other related services described in the attacJ1ed outstandi ng invo ice that is adopted and 
incorporated herein. 

5. Claimant performed the above-described mineral activities from May 18, 20 18 
through June 29, 20 18. 

6. Claimant fu rn ished the above-de cribed mineral activities pursuant to a contract 
with Von Directional Services, LLC, 12074 FM 3083 Road, Conroe, Texas 77301 who upon 
information and belief is the entity who contracted with the owner of the Property. 

7. Upon information and belief, the name of the owners or reputed owners of the 
Property (hereinafter, refened to as I.he' "Owners") and their last known addresses are: 

Rio Oil and Gas (Pe1m ian) [) , LLC tate of Texas 
3 Waterway Square Place, Suite 500 P.O. Box 12873 

• ••• ••• ••• •• • • i • • • • • • • • • • • • • • • • • 
• • •• •• •• • • • • • • • 



The Woodland , Texas 77380 Austin Texas 7871 1-2873 

8. After allowing all just and lawfu l credits, offsets, and payments made to 
Claimant, Lhe principal amount of $56,092.95 remains unpaid and is due and owing lo Claimant 
for the above-referenced mineral activities, which excludes attorneys' fees and interest. Claimant 
attache true and correct copies or its unpaid invoices, which further describe the labor, 
materials, equipment provided the dates each were provided, and the amounts owed to Claimant, 
all of which are incorporated herein. 

9. Cla imant timely served notice of this claim by certified mail return receipt 
requested to the Owners at the above-referenced addresses on August 30, 2018. 

10. Claimant herein claims a tatutoty lien under the provisions of TEXA PROPER rY 

CODE§ 56.001 et seq. lo secure payment of the outstanding amount. 

11. A copy of this Mineral Lien Affidavit is being sent via certified mail, return 
receipt requested, to the Owners identified herein. 

PANTHER DRILLING SYSTEMS LLC 

STATE OF OKLAHOMA § 
§ 

COUNTY OF OKLAHOMA § 

BEFORE ME, THE UNDERSIGNED NOTARY PUBLIC, on thi day personally 
appeared Mark Layton known lo me to be the person whose name is subscribed to the foregoing 
instrument, who subscribed before me, as well as acknowledged to me that he executed the same 
for the purposes and considerati on therein expressed, and swore that the facts contajned therein 
are true and correct. 

• • •• ••• ••• •• 
• • 1 • • • 
• • • • • • 
• • • • • • • • 

• • •• •• •• • • 
• • • • • 



Bi ll To: VON DIRECTIONAL SVCS LLC 
12074 FM 3083 RD 
CONROE TX 77301 

( 405 )265-4600 

Invoice 
Page 1/1 

Invoice INV00000000000812 
Date 7/31/ 2018 

PO I AFE No. Lease Name I Field Ticket No. I I I Job No. 

181373 I 
Ordered Shipped 8/0 Item Number 

159.1 159.1 0 6.5"' MOTOR RENTAL 

1 1 0 6.5" MOTOR REDRESS 

1 1 0 6.5" STATOR RELINE 

1 1 0 FLOAT VALVE 

1 1 
O TX SALES & USE TAX 

@ 6.25% 

• ••• ••• ••• •• 
• • : • • • • • • • • • • • • • • • • • 
• • •• •• •• • • • • • • • 

I I 
Description 

Expedition State 71-67 /11 H, Lat shaw 
10, Reeves, TX 
Expedi tion State 71-67 111 H, Latshaw 
10, Reeves, TX 
Expedi t ion Stat e 71 -67 111 H, Latshaw 
10, Reeves, TX 
Expedition State 71-67 111 H, Lat shaw 
10, Reeves, TX 
Expedition State 71-67 /11 H, Latshaw 
10, Reeves, TX 

BANK WIRING INSTRUCTIONS: 
PNC Bank N.A. 

Routing Number: _ 
Account Number: 

I 
Discount Unit Price 

$0.00 $1 45.00 

$0.00 $1,500.00 

$0.00 $6,500.00 

$0.00 $350.00 

$0.00 $1 ,441.66 

Subtotal 
Misc 
Tax 

Freight 
Trade Discount 

Total 

Ext. Price 

$23,066.60 

$1 ,500.00 

$6,500.00 

$350.00 

$1,441.66 

$32,858.26 
$0.00 
$0.00 
$0.00 
$0.00 

$32,858.26 



ti-" Tit~. • Von Directional Services 181373 Latshaw 10 

E x p ed ition State 71-67 # 1H ~-- Rio OIi & Gas 19199 22876 

'<t,,..Q .... ~· 8 1/2 8 1/2 

J u ne 29, 2018 

DESCRIPTION Price Each PER "emToula 

6.5" Motor Rental 159.1 $145.00 ...... S23,066.60 /UI 

6.5" Motor Redress 1 $1 500.00 ...... $1,500.00 1 
6.5" Stator Reline 1 SS.500.00 R._,,. $6,500.00 1 
Float Valve 1 S350.00 Flaa Vain $350 00 \ 

TX Sales & Use Tax 6.25% 1 S1 441 .66 $ 1.44 1.66 , 
0 so.co so 00 

0 SO.OD so 00 

0 SO.OD so 00 
0 SO.OD so 00 
0 SO.OD so 00 

0 SO.OD so 00 
0 SO.OD so 00 
0 SO.OD so 00 
0 S0.00 so 00 

0 so.co SO.OD 

0 S0.00 so 00 
0 SO.OD so 00 
0 so.co so 00 
0 0.00 S0.00 

DD 1: Days 

DD 2: Days 

DD3: Days 

M WD1 : Days 

MW0 2: Days 

MWO J: Days 

0 «> 
0 

; 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 O 0 0 0 0 0 0 0 0 0 0 0 

GRAND TOTAL $32,868.26 M 

LEGAL TERMS: Cuttomer hereby~ and agrees to the torrna and condltlona Uated In tho prtoe book ~ lch lndudet, bu! an, not Umit.od to, PAYMENT, REL.EASE, INDEMNITY, and LIMITEO WARRANTY provlaloM. 

P• nth• r P •rsonnol"PlfNUfl Print· PJJnthor P11rsonn11/ Slgna t u ro 

Molor Soria! Data In 
Dato 

Dopth In 
Dopth Clrc . Dri lling 

Total Houra 
Slia Number 

Bit Type 
Out Out Onl Houra 

CUSTOMER "PLEASE PRJN, : CUSTOMER SIGNATURE: s s· 675010 PDC 6/28/18 7f8/18 19199 22875 • 3 33 115 75 159 08 

X: 

••• • • • •••• 
• 

• • •••••• . 
• • •••• •• • 

• 
• • •••••• • 
•• • • • •• • 



Job Number Operator -· 181373 Rio Oil & Gas 

--- Start Dale Well Nome -- 2018-05-03 Expedition S1a1e 71 -6711 1H 

Ploy State/Province and Country 

Canluar Tei.as. US 

Mud Motor Report - BHA 14 (Lateral) 
Motor De1alls Date/0eplh/Dls1Bnces 

675 36-293 Dale In SIN 
Size (In ) 

Lobe/Stage 
Bend Angle 
SJ)ffd (rev/gall 
Wear Pad OD (In) 
Monulacturcr 

Motor Results 
Mo,or lneldenl 

t~il S0\0 

Average Total ROP (11/h) 

Average Slide ROP (11/h) 
Av11rnge Ro1111lng ROP (11/h) 

Bit Details 
OD (ln) 
Vendor 
SIN 
Nozzles 

Tolal Flow Area (In') 
BIi Type 

Bit Distances 
Gamma: 49.00 11. survey: 66.00 It 

Mud Properties 
Type 
WT 
VIS 
PV 
yp 

POOH Reason/Notes 

6 75 Deplh In (11) 
718, 5.00 Dote Oul 

1 75 Depth Out (11) 
0.28 Total Drilled (fl) 

7 375 Dlaianee Slid (It) 
N/A Distance R018led (11) 

% Distance Slld lng 

No % Dl11ance Ro111lng 

31 76 BHA Parameters 
10 34 Flow Rate (gpm) 
46.58 Stalls 

Slall Pressure (psi) 

8.500 On Bottom Pr11$Sure (psi) 
Smrth OIi Bottom P,essure (psi) 

JN4156 NPT 

7 X 15 BHA ObJectlve 
1 210 ToID1hela1eral 
PDC 

Co,1sasc<1:> 
,,. 20 

67 00 
30 00 
14 00 

Total Depl hlCoslng Point: MolOf drained weK, no excessive beanng squat 

Incident Notes 
DorOCl•Onal 
MWD 
Comments 
Doroct•onal Flow 300 • 600. Max dif r 900. Rev : 288 
M\',/0 GOOD MWO RUN BMS AMP A 2:1 00 8 7 8 

• • • ••• ••• • • • • • • • • • • • • . • • • • •• ... •• . ... . • 

\~ oB 

•• • • • • • .. .. • . 

County 

Reeves 

Rig Name 

Latshaw 10 
Legal Well Name I AFE 
702-17-006 
Company M an 

Hours 
2018·06·29 05:00 Downhole Hours 

19199 00 Orllllng/Clrculatlng Hours 

2018·07-08 01.30 
22875 00 Clrcu~llng Hours 

3676 00 Orllllng Hours 
387 00 Sliding Hours 

3649 00 Ro~llng Hours 
10 53'Yo •.4 Hours Rotating 

99 27% % Hours Sliding 

470 00 500 00 Motor RPM 
D surtace RPM 

G> 
43 33 

115 75 
37 42 

7833 
67 67"', 

32.33°, 

86.00 • 172 00 
70.00 · 95.0C 
30 00- 38 00 

30 00 · 60 00 

o oo Rotallng woe (klba) 

4300 oo -4600 oo Sliding woe (klbs) 
3900 00 4250 00 Temp (9F) 220 00 23 1 00 

0.0 

J 4:5 .co "ev v.c :: 2 ~ OlDlD.<o 

~~ref:£ ....: 

f- I OQ.f Va.\ v e -= 3 5D c.c 
Re l \ re. - u,SC() _co 



Bill To: VON DIRECTIONAL SVCS LLC 
12074 FM 3083 RD 
CONROE TX 77301 

( 405 )265-4600 

Invoice 
Page 1/ 1 

Invoice INV00000000000768 
Date 6/27/ 2018 

PO / AFE No. Lease Name I Field Ticket No. I I I Job No. 

181373 l 
Ordered Shipped B/0 Item Number 

31 31 0 6.5'" MOTOR RENTAL 

1 1 0 6.5'" MOTOR REDRESS 

1 1 0 6.5'" STATOR RELINE 

1 1 0 FLOAT VALVE 

1 1 
O TX SALES & USE TAX 

@ 6.25% 

• •• • ••• ••• •• 
• • 3 • • • • • • • • • 
• • • • • • • • 

• • •• •• •• • • 
• • • • • 

I I 
Description 

Expedition State 71-67 //1H, Latshaw 
10, Reeves Co., T 
Expedition State 71·67 /11 H, Latshaw 
10, Reeves Co., T 
Expedition State 71-67 111 H, Lat shaw 
10, Reeves Co., T 
Expedition State 71 ·67 /11 H, Latshaw 
10, Reeves Co. , T 
Expedition State 71 -67 111 H, Latshaw 
10, Reeves Co. , T 

BANK WIRING INSTRUCTIONS: 
PNC Bank N.A. 

Routing Number: 
Account Number: 

I 
Discount Unit Price 

$0.00 $145.00 

$0.00 $1, 500.00 

$0.00 $6,500.00 

$0.00 

$0.00 

Subtotal 
Misc 
Tax 

Freight 
Trade Discount 

Total 

$350.00 

$280.94 

Ext . Price 

$4,495.00 

$1,500.00 

$6,500.00 

$350.00 

$280.94 

$13,125.94 
$0.00 
$0.00 
$0.00 
$0.00 

$13, 125.94 



June 18, 2018 

6 s· Motor Rental 
6.s· Motor Redress 
6 s· Stator Reline 
Float Valve 
TX Sales & Use Tax 6 25% 

DD 1: 

DD 2· 

DDJ· 

MWO 1: 

MW02: 

MW03· 

Von Directional Services 181373 Latllhaw 10 

June 27, 2018 
C 

31 S145.00 
S1 500.00 
SS.500.00 

SJS0.00 
S280 94 

0 S0.00 
0 S0.00 
0 S0.00 
0 S0.00 
0 S0.00 
0 S0.00 
0 S0.00 
0 SO.DO 
0 S0.00 
0 SO.OD 
0 S0.00 
0 SO.OD 
0 so.co 
0 0.00 

Days 

Days 

Days 

Days 

Days 

Days 

GRAND TOTAL 

Rio OJI & Gas 

$13,125 .94 

E " T 

,..,. .. $4,495 00 
Molar $1 ,500 00 
R .... $6.500.00 

f..,.V•ve $350 00 
$280 94 

$0.00 
so 00 
$0 00 
$0 00 
$0.00 
so 00 
$0.00 
$0 00 
S0.00 
SO.OD 
$0 00 
SO.OD 
$0 00 
$0 00 

C: C: C: 
::, ::, ::, 
7 7 7 
a, 0 ~ 

N N 

31 

f-------E_x=--ped ition Sta to 71 -~6_7_#_1_H ____ _ 
11378 12071 

8 1/2 8 1/2 

------1~ 00 ~ 00000000000000000000 0 000000000 

$13,126.M ~ • • • • • 
LEGAL TERMS: Cu1tomer hereby acicnovdedgea and ~l'MI IO tho torma and condlUona llated In tho l)(loe boolc whleh lndude1, but are not Mmllad to, PAYMENT, RELEASE, INDEMNITY, and LIMITED WARRANTY provlalona. • • • • 

• Pan th11r P11,..onn11f"Pl11a•• Print- Panth11r P 11,..onn11/ Slgn11tut'fl 
l-------------------+--------------------=:...._----- -----l~M~~-o-, ..,..--,S-o~,l-al,-.,..--..,..O--l-,.-,,D-11~0-,.-

0
-
0

-pt-h-l-n,....,D~o-p~U-,.,..~C~lr-c-. -i-:O~rl~l~lln- g~~T-o-~-I-H-o-u-~~~: • •• :. 
S11.8 Number Bit Type 110 n Out Out Onl Hou~ • 

1---- -c_u_s_r_o_M_E_R_._P_L_EA_ S_E_P_R_JN_r_ : ___ __ji------- ---c-u_s_r_o_M_ER_s_,G_N_A_ru_R_E_: ________ -'-_:6~5~--~p~o~S~6~5~00~0~9+-~P~O~C=---1--6/_1~.:__18-+-~612-=-1-/1~8-+--1-13_7_B-4-_1~2~0_11--4_2_1_1-4f--2_a_a_3-+----31_00 _ _ ~:····=· 
• 

X: l----l------l---+----+-----l----+----lf----l-- -+-------1: • • • :. 

1-------------------..L.------------------------~1---+----+---l---+---+ ---+---+---t---+-------1· •• • 1----+----1----+----+----4-----4---1---+-----+-------i• • • •• • 



Job Number 

181373 
Operator 

Rio Oil & Gas 

Start Date Well Name 

Rig Name 

Latshaw 10 

ot•ICTIOflAl WAVICU, U C. 
2018-05-03 Expedition State 71 -67 # 1 H 

Legal Well Name I AFE 

702-17-006 
Play State County Company Man 

Cantuar TX Reeves 

Mud Motor Report - flHA 12 (Curve Assembly #2 ) 
llotiir=-==--
SIN 
Size {In) 
Lobe/Stage 
Bend Angle 
Speed (rev/gal) 
Wear Pad 00 (In) 
Manufacturer 

fllalor Relulls 
Motor Incident 

POS650009 Date In 
6.75 Depth In (tt) 

7/8, 5.00 Date OU! 
2.12 Depth Out (ft) 
0.28 Total Dr111ed (ti) 

7.250 Distance Slid (ft) 
N/A Distance Rotated (ft) 

% Distance Sliding 

201!H)6-18 20:30 Oownhole Hours 
11378.00 Orllllng/Clrcu latlng Hours 

2018-06-21 00:30 
12071 .00 Clrculatlng Hours 

693.00 Drllllng Hours 
520.00 Sliding Hours 
173.00 Rotating Hours 

75.0A"lo % Hours Rotating 

Average Total ROP (tt/h) 

Average Slide ROP (tuh) 
Average Rotating ROP (11/h) 

24.96% % Hours Slid ing Piiiiiiiiiia~=---___;.;..;....;; 

Bit o.talla 
OD(ln) 
Vendor 
SIN 
Nozzles 

Total Flow Area (In') 
Bit Type 

Bit DlatllncN 

23.03 Flow Rate (gpm) 
27.68 Stalls 

Stall Pressure (psi) 

8.500 On Bottom Pressure (psi) 
PDC Logic Off Bottom Pressure (psi) 

SI 0365 NPT 

5X 18 HA~ 
1.240 Build Curve 
PDC 

Gamma: 50.36 h, Survey: 69.00 h, D & I: 6 1.00 h, 
Gamma: 44.00 h 

flliil PropertlN -~-~ 
Type 
WT 
V1S 
PV 

Oil Based 
12.50 
62.00 
13.00 

VP 18.00 

POOH ReaaolflNoiii 
Change Bottom Hole Assembly: Land Curve POOH For Laleral Assembly 

Notli 
Directional: 
MWD: GOOD MWD RUN 

Commelds 
Direclional: 
MWO: 

• • • • • • 

••• • • • • • • • •• • 

••• ••• •• • • • • • • • 
• • • • • •• •• • • • • • 

422.00 - 500.00 Motor RPM 
O Surtaco RPM 

0.00 Rotating WOB (klbs) 

2600.00 - 3250.00 Slldlng WOB (klbs) 
2250.00- 3050.00 Temp (1F) 

6.0 

52.00 
31.00 

2.17 
28.83 
22.58 

6.25 
21.68% 

78.32% 

86.00 - 172.00 
20.00 - 20.00 
10.00 • 15.00 

20.00 - 30.00 
144.00 - 170.00 



Bill To: VON DIRECTIONAL SVCS LLC 
12074 FM 3083 RD 
CONROE TX 77301 

(405)265-4600 

Invoice 
Terms 1/ 1 

Invoice INV00000000000742 
Date 6/ 12/2018 

PO / AFE No. Lease Name I Field Ticket No. I I ' Job No. 
181373 I 

Ordered Shiooed 8/ 0 Item Number 

36 36 
O 9 5/8" MOTOR 

RENTAL 

36 36 0 STABILIZER RENTAL 

1 1 O 9 5/8'" MOTOR 
REDRESS 

1 1 0 STABILIZER REDRESS 

1 1 0 FLOAT VALVE 

1 1 
O TX SALES & USE TAI.. 

@ 6.25% 

• ••• ••• ••• •• 
• • • • • • • • s • • • • • • • • • • • 
• • •• •• •• • • • • • • • 

I I 
Description 

Expedition State 71 -67 1/1 H, Latshaw 
10, Reeves Co., T 
Expedition State 71 -67 1/1 H, Lat shaw 
10, Reeves Co., T 
Expedition State 71 -67 1/1 H, Latshaw 
10, Reeves Co. , T 
Expedition State 71 ·67 1/1 H, Latshaw 
10, Reeves Co., T 
Expedition State 71 -67 1/1 H, Latshaw 
10, Reeves Co., T 
Expedition State 71·67 1/1 H, Latshaw 
10, Reeves Co., T 

BANK WIRING INSTRUCTIONS: 
PNC Bank N.A. 

Routing Number: 
Account Number: 

I 
Discount Unit Price 

$0.00 $180.00 

$0.00 $15.00 

$0.00 $1 ,500. 00 

$0. 00 

$0.00 

$0.00 

Subtotal 
Misc 
Tax 

Freight 
Trade Discount 

Total 

$800.00 

$350.00 

$438. 75 

Ext. Price 

$6,480.00 

$540.00 

$1 ,500.00 

$800.00 

$350.00 

5438.75 

$10, 108.75 
$0.00 
$0.00 
$0.00 
$0.00 

$1 0,108.75 



Von Directional Services 
702-17-006 

Rio Oil & Gas 

May 18, 2018 

DESCRIPTION Prlce Each PER lt~Totllll• 

36 S18000 - se.•eo oo 3e 

36 S1500 -- S540 00 30 

Sl,500 00 Sl,500 00 
seoooo $80000 

1 $35000 $3SOOO 

625% 1 $438 75 $438 75 
0 sooo S0.00 
0 sooo sooo 
0 sooo SO 00 

0 sooo sooo 
0 sooo SO 00 
0 S0.00 sooo 
0 sooo sooo 
0 sooo S0.00 
0 sooo sooo 
0 sooo S0.00 
0 sooo S0.00 

0 sooo sooo 
0 sooo S0.00 

00 1 Days 

002 Days 

003 Days 

MW01 Days 

MW02 Days 

MW03 Days 

GRAND TOTAL 

., 
~~~~~--4~ O ~ O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O 0 

$10. 108,75 ~ ·-

LEGAL TERMS Cus1omer hereby~ anel agrees 10 lhe 1erms and conddK>ns lsted In Ille pnce boo)... which mdudcs. bul are not kmltod 10, PAYMENT RELEASE. INDEMNITY and LIMITED WARRANTY p,ovisk>ns 

CUSTOMER "PLEASE PR/1'1": 

X: 

••• ••• ••• 
• • • • • • • • • • • • • • • • • •• •• •• • • • • 

P.anthtH' l'•n01tnc l Slgn11turo 

CUSTOMER S/GNA TVRE: 

•• • • • • • • • • • 

Motor 
Size 

Dito 
Out 

9 518" PDS9S8002 PDC 5/111118 5120/18 2885 3378 

Circ, 
Onl 

267 

Drilhng 
Hours 

1583 

Total Hours 

18 SO 



Job Number 
181373 

Operator 

Rio Oil & Gas 

Well Name 

Rig Name 
Latshaw 10 

o,ucnoNA.L M:av1cu, u.c. 

Start Date 
2018·05·03 Expedition State 71 ·67 II 1 H 

Legal Well Name I AFE 

702·17·006 
Play 
Cantuar 

State County Company Ma n 
TX Reeves 

Mud Motor Report • BHA 3 (BHA #3) 
Motor Details nces 
SIN 
Size (In) 
Lobe/Stago 
Bend Angle 
Speed (rev/gal) 
Wear Pad OD (In) 
Manufacturer 

Motor Results 
Motor Incident 

PDS958002 Date In 
9.6 Depth In (ft) 

718 , 4.00 Dato Out 
1.5 Depth Out (ft) 

o. t6 Total Drilled (ft) 
9.875 Distance Slid (11) 

NIA Distance Rotated (ft) 
% Distance Slid ing 

No % Distance Rotating 
32.40 

0.00 Flow Rate (gpm) 
32.40 Stalls 

Average Total AOP (ft/h) 

Average Slide ROP (lt/h) 
Average Rotating ROP (tt/h) 

Bit Details 
OD (In) 
Vendor 
SIN 

Stall Pressure (psi) 

17.500 On Bottom Pre5sure (psi) 
Ullerra Ott Bottom Pressure (psi) 
38869 NPT 

Nozzles 

Total Flow Area (In') 
Bit Type 

1ox15s BHA~ve 
1.726 Drill Surface 
PDC 

Bit Distances 
Gamma: 63.00 11 . Bend (Bit To Bond): 7.10 rt. 
Survey: 80.00 It, D & I: 80.33 ft, Gamma: 63.72 l l 

Mud Properties 
Typo 
WT 
VIS 
PV 
VP 

POOH Reason/Notes 

Water Based 
11 .110 
68.00 
22.00 
37.00 

Ponolratlon Rate: POOH due to low ROP, pooh inspect SHA 

Incident Notes 
Directional: bit was damaged ( 3/2 bit grade ) 
MWD: 

Comments 
Directional: Max GPM 900, Max Diff 900 Re11/Gal 0.16 
MWD: Good Run BMS 17.2 / 13.7 

• • .. . . ••• • • ., 

I/ . ( 
("("-;f)_,, 

I 

·~ - • • • • • • ., •• 
• . • • • • • • 

• • •• • • .. • • • • ' • 

l / 

,, 

,. 
2018-05-18 21 :30 Downhola Hours 

2865.00 Drllllng/Clrculatlng Hours 
2018·05-20 01 :00 

3378.00 Circulati ng Hours 
513.00 Drilling Hours 

0.00 Sliding Hours 
513.00 Rotating Hours 
O.OOo/o % Hours Rotating 

t OO.OOo/o % Houts Sliding 

720.00 • 800.00 Motor RPM 
O Surface RPM 

0.00 Rotating WOB (klbs) 

2550.00 · 2700.00 Sliding WOB (k lbs) 
1805.00 • 2250.00 Temp ('F) 

1.0 

b,'-16() 

.- ( , ::,1 

[J u 

.,., . 

27.50 
18.50 

2.67 
15.83 
0 00 

15.83 
100.00% 

0.00% 

80.00 • 131 .00 
40.00 • 85 00 
15.00 • 25.00 

0.00 · 0.00 
104.00 • 1()1..00 
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LoveinO R.ibman ,,c 
H AVEN MAS EY 

hmassey@ loveinri bman.com 
Telephone: (8 17) 442-5106 

1225 S Main treet, u ite 102 
Grapevine, Texas 7605 J 

Facsimile: (8 17) 442-5 108 

September 11 , 201 8 

Via First C lass Mail and Certified Mail RRR # 7017 2680 0001 1633 5914 
Von Directional Serv ices, LLC 
12074 FM 3083 RD 
Conroe, Texas 7730 I 

Via F irst C lass Mail and Certified Mail RRR # 7017 2680 0001 1633 5907 
State of Texas 
P.O. Box 12873 
Austin, Texas 787 11 -2873 

Via First Class Ma il and Certified Mail RRR # 7017 2680 0001 1633 5891 
Rio O il and Gas (Permian) 1T LLC 
3 Wate,way Square Place, Suite 500 
The Woodlands, Texas 77380 

M.- /Obl/6 

RE: Notice of Lien Filing by Panther Drilling Systems, LLC for Unpaid Equipment 
Provided to Well No. I H, AP! No. 42-389-36768, bearing GPS Coordinates 3 1.637097, -
103.727475 Datum: NAD 27, Plane Zone: Centra l out of the Expediti on State Unit 7 1-67 
Lease covering a rrack of land in Reeves County Texa described as two adjacent tracts 
in Reeves County, Texas being: 640 Acres, Section 67, S.F. 8233, G. A. Frankl in Survey; 
and 567 Acres, Section 7 1, S.F. 83 15, G. A. Franklin Survey (hereinafter the 
"Property"). 

As you are aware, thi s firm represents Panther Dri lling Systems, LLC ("PDS"), who is 
owed the principal amount of 56,092.95 for providing a 6.75 inch Downho le Motor for 
the above-referenced Well pursuant to a contract with Yoo Directional Services, LLC 
("Von"). P lease be advised that PDS recorded the enclosed Mineral Lien Affidavit to 
secure its c laim. 

Demand is hereby made for tbe payment of $56,592.95, which includes its attorneys ' fees 
and costs incuned. If payment is not received within seven (7) days, then PDS will fi le 
suit to foreclose upon its lien, as well as fo r breach of contract, vio lati on of the Prompt 
Payment Act and other claims available to it. ln doing so, PDS wi ll seek an award for the 
principal amount owed, interest on that amount, attorneys ' fees. and costs. 

Dallas/Fort Worth www.loveinribman .com Hou ton (By Appointment) 
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' inccrcl~. 

Lovein I Ri bman, P.C. 

Enclosure 

Dalla www.loveinribman.com outhlake 
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MINERAL LIEN AFFIDAVIT 

STA TE OF TEXAS § 
§ 

COUJ'liTY OF REU:VES § 

BEFORE M.E, !he undersigned authority. personally appeared Mark Laylon. \\•ho upon 
an oath, deposed nnd stated the following: 

I. My name is Mark Layton and I am a resident of Oklahoma County. Oklahoma. I 
am the Chief Financial Officer of Panther Drilling Systems, I.LC (hereinafter referred lo as the 
"Claim:mt ''). l am over J 8 years of age. I am competent and authorized to make this afTidavit. I 
have personal knowledge of the facts stated herein. 

2. Claimant's mailing and physical address is 14201 Caliber Drive, Suite 300, 
Oklahoma City, Oklahoma 73 134. 

3. The property sought lo be charged with a lien by Claimant is the entire oil. gas, 
und/or mineral estate. property, land, leaseholds. serv itudes, or mineral rights for the well 
commonly known as Well No. 1 H, APT No. 42-389-36768, b~ring GPS Coordina!~ 
31.637097, -l03.727<t75, Datum: NAD 27, Plane Zone: Ccn!ral ou! of the: Expedirion State 
Unit 7 l-67 Lease covering a track of larnl in Reeves County Texas dl!scribed as two adjacent 
frnct. iu Reeves Couuty, Texas being: 6~0 Acres, Section 67, S.F. 8233. G. A. Franklin 
Sun'ey; and 567 Acres, Section 71, S.F. 8315, G. A. Franklin Sun•ey (hereinafter. the 
"Property"). including without limitation. all material. machinery. and supplies used for mineral· 
activ ities thereon; and all land. leaseholds, wells, pipelines, and any rights-of-way of the owners 
described belo,v used for oil, gas, and minera l purposes. all in terests in in oi l. gas. and/or mineral 
lenses, overriding royalties. production payments. net profits interesis, fee mincra I interests, fee 
royalty intere ts and other interests insofar as they cover such lands, and all other propeny 
associated with the Expedition State Unit 71-67 Lease Well No. I H described in A11icle 1 of an 
Oil and Gas I ease No. l 18859 recorded under lnstrument Number Instrument No. 17-16264, 
Volume OPR 1479, Page 0445, of the Reeves County Official Public Records on or about 
September 2&. 2017. 

4. The mineral act ivities performed by Claimant can be geuerally described as 
providing a 95/8 inch and 6.5 inch Downholc Motors and stabilizers for the drilling of the 
Expedition State Unit 71-67 Lease Well No . JH. APJ No. 42-389-36768, ut the Property, and 
other related services described in lhe attached ouistanding invoice 1ha1 is adopted a11d 
incorporated herein. 

5. Claimant performed !he above-descrihcd minernl acti vities from May 18, 20 IS 
lhruuglt June ~9. 2018. 

6. Claimant furn ished the above-described minernl activities pursuant to a comract 
with Von Directional Sen ices. LLC. 12074 FM 3083 Road, Conroe. Texas 77301. 1\hO upon 
in fomrntion and belief is the entity who contracted with the owner of the Property. 

7. Upon information and belief. the namt' of the owners or reputed owners of the 
Propcriy (hereinafter, referred lu a~ the ""Owners") and their last known addresses are: 

Rio Oil and Gas (Permian) II. LLC State of'! exas 
3 Waterway Squar·c Place. Suite 500 P.O. Bo>. 12873 
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Austin, ·1 exos 78711-2873 

r-. Afle1 allowing all just and lawrul credits, offsets, and paymc::ms made lo 
Claimant. the principal amounl or S56,092.95 renrnins unpaid und is due 1md owing to Claimant 
fot the above-rcfcn.nced mineral activit ies, which c»cludes c1ttome}s' rec~ and intc1esl c.laimant 
attaches true and conect copies of its unpaid invoices. which further desc1 ibe the labor. 
millcrinls, equipment p1ovided. the dates each were provided. and the amounts owed to Ch•imant. 
all of which me incorporated herein. 

9. Claimant ti mely served notice of this claim by cc11ified mail retum receipt 
requested to the Owners at the above-refere nced addresses on August 30, 2018. 

I 0. Claimant herein claims a s1a1utory lien under the provisions orl l:.XAS PROPERn' 

CODE§ 56.001 el ~eq. to secure payment of the outst.anding amount. 

11. A copy of this Minernl Lien Affidavit is being sent via certi fied mail. return 
receipt requested, to the Owners identified herein . 

!'ANTHER DRILLING SYSTEMS. LLC 

STATE OF OKLAHOMA § 
§ 

COU~TY OF OKLAHOMA § 

BEFORE M.E1 THE L!\DERSIGNED NOlARY PUBLlC, on this da) personally 
appeared Mark La)1on. known lo me to he the person whose name is sub ·cribcd to the foregoing 
instrument," ho subscribed before me. as well as acl:no\\ lcdged to me that he e>..ccuted the same 
for the purposes and consideration therein expressed. and swore that the fact!. contained therein 
are true on<l correct. 

N9 ar Public in and fd?'tl e ~;;/To;,.i!s {. ~/7.,1.,7/'t::Ll 
~f' C~mmis!.ion on Expires· ~ Aq ,/4..Z.6 

( 



••• • • • ••• 
• •••••• • • 

• 
•• • • •••• 

• 
•••• • • • ••• 

Bill To: VON DIRECTIONAL SVCS LLC 
12074 FM 3083 RD 
CONROE TX 77301 

PO/ AFE No. Lease Name 
181373 

Field Ticket No. 

(405)265·4600 

Invoice 
f'agc 1/1 

Invoice INVOOOOOOOOOOOS12 
Date 713112018 

J ob No. 

Ordered 

159.1 

Shipped 

159. 1 

B/0 Description Discount Unit Price Ext. Price 

o 6.s- MOTOR RENTAL Expedition State 71-67 /l1H, Latshaw 
10, Reeves, TX 

O 6.5" MOTOR REDRESS Expedit ion State 71·67 l/1H, Latshaw 
10, Reeves, TX 

0 6.; STATOR RELINE Expedition State 71-67 #1H, Latshaw 
10, Reeves, TX 

0 FLOAT VALVE Expedition Slate 71-67 /11 H, Latshaw 
10, Reeves, TX 

O TX SALES & USE TAX ExpediLion Slate 71 -67 1:'1 H, Latshaw 
@6. 25% 10, Reeves, TX 

BAl~K WIRING INSTRUCTIONS: 
PNC Bank N.A. 

Routing Number:­
Account Number: 

SO.DO $145.00 523,066.60 

SO.OD $1,500.00 $1 ,500.00 

SO.OD 56,500.00 S6,500.00 

SO.OD $350.00 $350.00 

SO.DO 51 ,441.66 51 ,441.66 

Subtotal S32,858.26 
Misc SO.DO 
Tax SO.OD 

Freight SO.OD 
Trade Discount SO.OD 

Total $32,858.26 
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i !>.I8.1771 
l!:'"iJ!,'?;i,;J.~ 

Von Dlrocttonnl Sorvlcoc _ L.~ _,~~ 
'------'-R-'l o_O_II_L_ G_rt_ _ fll!l;:~~ r:.!.a'-' ' '"•·" , . i,1,,., 

... t•:f!m 
i----...,.--·-··-·-·-·-··_·_· _____ ..jl ~1ii"j'jil .,~·: 
,~ I June 20, :018 

·""'IJ July 31 , 2018 
DESCRIPTION 

6.5' r.~o:or Rca,ou 
159 1 

Roovoe __]. 

f'fic.•f.ltl "'' fl«S OD IJCl-f' 

s, !)(JO 00 
SC- :.00 00 .... 

______ Ir.:. , 

•J!li"lQ 

~l2,85B.26 

TX .c',!•ctlr. ·'1: 

U"1111fltr, 

Sll,OUt, 
J,\,:,OlC-, 

$6~0, 
!i-::5000 , .. v • •• S.~!OC3 

!-'1 <(.C 1 GO ,1441ti 

5000 soc:i 
SOOD 1 00:! 

50 00 soc:i 
SOOD $ DOI 

I 

!O OU ! oc; 
soc: --------------~-----~.~OW--~=~--~-=~-~~~µ~~-l-~-~µ4~~ 

001 
002 
OD l 

'.'\ \'O 1 

\!.WO~ 

!.'\'/03. 

0 50 00 
so 00 
so no 
SO DO 
so 00 
so 00 
so 00 
! 000 
50.00 

Daya 

1--~-- o .. y, 
D;ayc. 

t OOD 

~o a:, 
:.oc: 
: oc:i 
30Cl -$.OC;! 
,o c~ 
sot: 

, __ _ ,_,_ 

101371 l Uat,hAW' iO 

Expaditlon SU1tt 71-G7 t1H 

1Sl!l$ I ,. t'c ,., 22£7( 

!I i /2 r¢11~J C 112 

< 0 
r-----::,; ------1; C, C C O n a O C. g..,- Q O O C C. C C> 0 0 C,, 0 0 C ( I c, C C' D f> f" 0 r, ,, G 

I - ~Qif' J I_If:1 Sl2,I U.: G 

CUSTOJ.fEn ·1,U:Ase rr.:ur 

X: 

CUSTOJ..:ER Slrillt..r ur~: 

l.\u!(U 

!i l:o 
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Jc,! 1!11rnbt1 
II 1:,7: 
Slrrl fl.It 
;,r,1~ ~$ O'.· 

r·1.:r 
C.L..111t1.1 

11.ud f.'.oto1 Report · l:lH/.. t t. (L aler.,I) 
l!.0101 Octrlli. 

O;i_•,lrr 
II u 011 (-a, 
\'.'t 11 I tarot 
l ) r (.I.Ii· 11 Sl;i!C i 1 f 7 : 'H 

Slr, lt:fl>rovmcc ;: net Cciunir\ 
T •> ,, ll: 

S~I 
S l11 {In) 

Lot. 'St~ps 

l(l5()\() C'i! '.ll 

DJtCID&pth•Uistanr:ef 
;~ ·. Dile h:. 
f "i: Oeph lr1 (~IJ 

i f ~ c,:: D~IL Oul 
Otnd l,n~lt 
Spe,d (rn ll)t I) 
We:, I rd OD {In) 

I, onulr tlJ rc, 

I 'olor Rt:.Uft~ 
M OIOl lncld.nl 
/ H r, ~l Toi I FiO ~ (11'1,) 

Av« r.ipt s Ide nor (fllh) 
Avtropc Rolntlnp ROP ill'h) 
BltOctallr 
OD{ln) 
Venda 
S •ll 
lfoDIH 

To lnl rim•. " " '" (In' ) 

Bit Tr pL 

BIi DiGt,mce" 
Garnrr.,: t!' no fl, Sur.·cy: ~f.O: 11 

Mud Prop!!rti!!s 
T1pe 
\'lT 
VIS 
PV 
vr 
POOH Rear,on!No\es. 

I ,f Dt plh Ou l (It) 
• 21 Tela) Drlllt~ (Ii) 

1 :·-{ Oh tenet S 11d (It) 
' ·t Di<t.: n et AOIRIPd (It) 

~- 01, 1~riu Slldh1p 

" .. c D1'10'ICC notctl: iJ 
31 it Bill P;:r;. .,,eters 
10 24 flaw n e1e (ppm) 
~rs r.1 s1:.u. 

S1~u Pwr.surt {p:ll 
e sn, On 60110m Ptc f s urr (p• IJ 
S•,rr OIi &ullurn Pressure (p, I) 

JrJ~1!~5 llPT 
, >. 15 SHA Objective 
l ~ 10 To TO th,- 1:,'r ·:;)I 
0 oc 

~..) 
1.: ;,c: 
(HO 

l ot31 Oepth,C~~1 1'\g Pofr.l: t.~tt"' ct .1r1 !1 W!!l. ri: Nt.t:.!h't. l <"'•0 iq Jal 
Incident Notes 
Ourcton:I 
II WO 
Comments 
o,,, .c1 or,;., Fl <1: ~IJ • .. b'XJ ti;.\ (,Ur !:J). Re .. 1. i'6f. 
, \Wr rn )r,: w,n htJ:~ L•.1l.:. ,..,_, ;., , ~ ;- C>-~1 r) 7 ~ 

Co.mty 
lkcvt.· 

Ho·Jrc. 

filt llsr, 

t cl1 ' i!.' j( 

Lc,~I \'.'Lil ,:~rnL 11,rE 
7C~ 1 i Gab 
Cc•mr,c;n}· f,I r n 

;,,u; r ti L U!- Cl Downhol .. t:avrt 
191~,· O' Drllllnp/Chcul 11111 Hour• 

?~If [17 Oho::• 
:,; 67!, c1· C ·rc.,1frhnp ticL'tt 

3C7' O~ O,ill lnp Hovr: 
le;- C• S!:dino Hour:. 

:· a, h I Rolctln1,; •b .. .n! 

1, !,'l •· UC"U' .. r o1r' n;. 
. ,r •. llcu,,rndlr.g 

~70 (IU ! 00 (rO r.•olc,r 11Pt.r 
O SUrlat F:PI ' 

i( .,~ 

f,f., 

EC• OC• • 17, C~ 
;o.oo. 1,; l': 
JU !>'.I 2~ tn 
3c,r,n. r,orr. 

(1 r,• Aotallnc \'/OE (• u, l 

<~o'J LO· ( tOI 00 Sliding WOE (f.lLc) 
3t'O) co (~·!,', ('j 'lt r.1p fi'l z:>u no. ?31 ,,r, 

(J{I 

J4.f)l-c;::,l'\ \1\ . 

1: I un.~ \/ C\ \ Ve. ,. 3 •)U LC 

lCb((:'.( :0 I(~ Ii('€ --
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Bill To: VON DIRECTIONAL SVCS LLC 
12074 FM 3083 RD 
CONROE TX 77301 

(405)265-4600 

Invoice 
Pa~e 1 / 1 

Invoice IINOOOOOOOD000768 
Date 6/2712018 

~ 

PO/ AFE No. Lease Name I FleldTlcl(et No. I ' ·1 Job No. 
181373 I 
Ordered Shipped BIO Item l~umber 

31 31 0 6.5" MOTOR RENTAL 

1 1 0 6.5" MOTOR REDRESS 

1 1 0 6.5" STATOR RELlr~E 

1 1 0 FLOAT VALVE 

1 1 O TX SALES & USE TAY. 
~ 

@ 6.25% 

.l I 
Description I 

Expedit ion State 71-67 /11 H, Latshaw 
10, Reeves Co., T 
Expedition State 71-67 1/1 H, Latshaw 
10, Reeves Co., T 
Expedition State 71-67 111 H, Latshaw 
10, Reeves Co., T 
Expedition State 71-67 /11 H, Latshaw I 
10, Reeves Co., T 
Expedition State 71 -67 111 H, Latshaw I 
1.Qi_ Reeves Co. T 

BANI{ WIRING INSTRUCTIONS: 
PNC Bank N.A. 

Routing Number .... 
Account Number 

I 
Discount Unit Price 

S0.00 $145.00 

$0.00 S1 ,500.00 

S0.00 $6.500 00 

SO.DO S350.00 

S0.00 $280.94 
--

Subtotal 
Misc 
Tax 

Freight 
Trade Discount 

Total 

_=-i 
Ext. Pr ice 

54,495.00 

51,500.00 

$6,500.00 

S350.00 

$280.94 

S13, 125.94 
S0.00 
S0.00 
$0.00 
so.oo 

$13,125.94 
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l,-_-_-_\.c'.:co;;.n.;;D;;.11;..:oc:c..ctl.co_n_a_l _s"'o"'-'-'ic;.;~..;:s ___ -i::·:.l::· .Jli .qi,"'_, .. ,.;i 
,\T, I 

__ __._.'J!c . " 
Rio OIi & Gu, -

1C1373 I -1·0 l alt.hn, 10 

~dillon Stoic 71..£7 r ll t ·-
11370 I .:,;J •. :-;,,1 , 2011 

~ ··-.. ...... --·- ~ --------------...lt111t b · Racv9' TX .._-~_,_- .;.··~3"·0,""r-"'i·n..,. ,-.-,"4..., . ...,...;E.:ll'Zr-r,-f-""-;,."·:,"':,:•.;:>.=,.i-:'1:1. '1i'>· 1-4'' -,-,-_,.:.ef11.;;;l,-,-,--j 
I~ l__ Juno 1ll, 201C '"1J"J. .!.J ;U,1 c e r- it 'U!".11 __:::::.:::..:.:;c:::~---t-----';.;;.:~...;..:.... ____ ,__...a;:;.....::::, __ -1~~~1 
1-.... .;.;,i;~------ Juno 27, 2018~ •P1J_,1_u_ .£< __ -1.-· ._._._- ..._ .. .,_._.....,_-'·-'--L--'-L...l-'--'--'--'-"-''-'--'--'---'--'-'-'---"-'-'"'-.._.__.....,.-1 

DESCRIPTION -- .,, •. 1 ..... rlklt..u.t, .,, 
! 14SOO ... SC 4t !. t: 

51 500 DO s.,.~~c: 
16 fiOO 00 , ... :;, !.~ t J 

S3~0 00 ,.a.. y., .. :)!gt.t:J 

s2eo o.c .nt,,: 
so 00 I GtO 

0 $000 SOEO 

so 00 IOl'O 

so 00 :..!HO 

* 
: lto 
: :a::. 

1---------------1----- - -Z----i~~--+-* ~ - ++--1-H-+-++-1--1-HH-+++-I-HH-l-+-t--l-H-t+++-l-l..,.-+-I 
- 0 

0 $0 00 !OCO 

,o 00 i DliC 

0 sn nn ; ,c~ 
!O on :t,t,o 

!0.00 SDOO 1---------------- ~-----~~~4--~~~--~-~ ~-~1-1-----~- :- ++~-J-~-l-~ -~~,--1_-~--~~4++~l~ I~~-~-~ 
0 !O GO ::,e,;. 

50 00 ,, ro 
_2(1011 !!Lit~ 

H-+-1-+-I-HH~-~-- - - -"--

------ -
• 001 ·:···1 002· 1-------- -------l 

• 
•••• • • • ••• 

OD 3 

,.,wo1· 
UW02 

CVS 10M(R ·1 LEA.SC P/UH r -

-- -

CUSTOML:A s1:;,u11un.c: 

x· 
---1---1---

-
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Jc,Lllur,h1 
1E \~7:: 

0 1 _ t,o, 
l.icOI/:. GH 

S.r,, D:.t, \'.'t!l 11..mt 

R1l llnr.,t; 

l ,t~haw ·0 

?01 E-05-03 fap:dilio1 St:.tc 71-1'7; 1 H 
Lt;,ril \'.'cll lir nir. I/ FE 
10« , ; coe. 

Plr \' Sit It Count)' Compani I \n, 
C.;ntu,1 1 >: Ree,,~ s 

l .1ud Motor Rc.,port • [Jl-111 12 (Curve J sstmlil~·:?) 
'Is ~~·4w1Jlmtznl::e:.. 

S'N 
Site (In) 
LobclSI OQ& 
Bond Angle 
Spc«I (rov/gol) 

VJee1 PEd OD (In) 
l~onu focturE1 

Uoto1 Incident 
Avcrooe Total ROP (fV11) 

Avcrogo Slide ROP (tt/11) 
Avcrogo Rolll!lng ROP (IVh) 

an 
OO (ln) 
Yondo1 s·,~ 
No22lcs 
Total Flow AIC~ (In') 
BIi Typo 

Bl !"tr w~ 

POS!i~D009 D~to In 
6. 75 Depth In (H) 

718, 5.00 Dntl Out 
2.12 Doplh Oul (ft) 
O.?O Tolrl Drlllrd (ft) 

i .250 Cl~li.ncc Slld (ft) 
I~ A Dlst.:ncc Rote.led (fl) 

% Dis t. nee Slldlng 

f~o •,. Dlstnnce Ro\illlnp 
?<.03 B .c. 

23 03 Flow Rate (gpm) 
27.6S Slrllt 

Sloll Pressure (psi) 
8 500 On Bollom Pressuro (psi) 

PDC Logic OIi Bottom Pressure (ps i) 
S10365 l~PT 

5 x 1a J0 b • ~bjecU~ 
1.2~0 Ouild C Ul\'C 

POC 

Gommo: 50.36 11, Survey: 69.00 ti, D t. I: r 1.00 ' I 
Gommo: t.4.00 II 

T~'PO 
\'IT 
\~S 
PV 
VP .. 

'"' 
O I B.soo 

12.5'.l 
62.00 
1,.03 

1&.00 

Chong, Bottom Holt. Assembly: Laod Curve POOH Fo• Laltia' Assembly 

nw, t O r 
Direction.it: 
I.IWO; GOQU It.WO RUN 

Ccm it 
or,ccllonal: 
l,IWD: 

201B·D6 16 20:30 Downhol( Haun 
11:7£.00 Drlllln11'Clrculcllng tiou•s 

2018-06-21 00:30 
12071 .00 Chculollng Houi~ 

G93.00 Drilling Hour:; 
520.00 Slidln~ Houn 
173.00 Rolatfng Hou, b 

;S.01.%_ c~ Hour! Rotr-tinp 

N .96~~ % Hourr. Sliding 

'22 00 • 500.00 IAotor RPI! 
o Surlacc RPI• 

o.oo nototfno WOB (lllb~) 

2600.00. 3250.00 S liding \'/OB (klb~) 
2250 00. 3050.00 Temp ('F) 

6.0 

52 co 
31.00 

2 17 
28.03 
2HB 

6.25 
, 1.68~t 
7£.32% 

86.00 • 172.00 
20.00 • 20.00 
10.00 · 15.00 

20.00 · 30.00 
1«.00 · 170.00 
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!1 voice 
Terms 1/1 

Invoice INVO:JOOO:>OOD00742 
Date 6/1 2/2018 

Bill To: \ION DIRECTION/IL SVCS LL( 
12074 FM 3083 RD 

(405)265-4600 

CONROE TX 77301 

PO/ AFE No. Lease Name I Field Ticket No. I I 
181373 I 

Ordered Shipped BIO Item Number 

36 36 O 9 5/8" MOTOR 
REIHAL 

36 36 0 STABILIZER RENTAL 

1 1 O 9 5/8" MOTOR 
REDRESS 

1 , 0 STABILIZER REDRESS 

1 1 0 FLOAT VALVE 

1 1 O TX SALES 6. USE TAX 

--·- - @6.25% _ 

I I 
Description 

Expedition State 71-67 /J1 H, Latshaw 
10, Reeves Co., T 
Expedi tion State 71·67 /t1H, Latshaw 
1 O, Reeves Co., T 
Expedition State 71 -67 /t1 H, Latshaw 
10, Reeves Co., 1 
Expedition Slate 71·671:1 H, Latshaw 
10, Reeves Co., T 
Expedition State 71 ·67 /11 H, Latshaw 
10, Reeves Co. , T 
Expedition State 71·67 //1H, Latshaw 
10, Reeves Co., T -
BANK WIRING INSTRUCTIONS: 

PNC Bank N.A. 
Routing Number:­

Accounl Number: 

r Job No. 
I 

Discount Unit Price --
$0.00 S180.00 

SO.DO $15.00 

so.ool $1,500.00 

S0.00 

$0.00 

so ool 
Subtotal 

Misc 
Tax 

Fre ight 
Trade Discount 

Total 

SB00.00 

mo.oo 
5<38.75 

I 

Ext. Price 

$6,480.00 

S540.00 

s,.soo.oo 

SS00.00 

mo.oo 
5436.75 --

510,108.75 
SO.DO 
SO.OD 
SO.OD 
SO.OD 

S10, iOB.75 
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\ •"1, f ft(:, '~·:m~ Von DlrcctloMI Services ~,,-m 
' 181373 C1 •• ~. U bha¥1i' 10 

i • l~t:f.i=· ,.~ 702-H-006 i,,IE'"~' Expedition S late 71 ~ i t1H 

~· 1,a;'!)•~; • I Rio Oil !l. Gns fill~i'r."~', , ~G6 : ,1?!, ... .., 3376 

... ~· I~·· i, .. , .. 'P:i1 Rtcns: Co .. TX 
'·•· ... 1.····' lrtllll,i'i.· ·,i.: ,1 Recve5 

'"'·'' ' I 
TX 1.-i,,C,""'""'-'::c,., 17 112 si"lffi. ~ 17 1/2 

.,:T'ljJ , , 
Mly t is , 2011 ·' ;,(· '.'ll •!]i:-t r.:I , S' ! 5 

.:m I May 31, 2018 510,105.75 ; ; ~ 
DESCRIPTION f'rotl':att, "" 1ic. .. t ~ , 

£"t ~ '-1otOl'Ren1.1.1 :.s SHPOO ..... 50.~~0 0 ) "' Sa:HtrtJ Rentaf l!I 5 1~00 ... .,. .. I i ~oco ,, I 
\o :)R:I' V.otOf Rt1l!e.u 1 $1 5~J OO I $1,!,0~0) 1 I I 

l.1)11Z.CI KllCJHS 1 9!0J OO !eoooo I I 
FloatVrt,ve 1 53S,oo I i 3!1COO 1 

ITX So u t. u~ lax.A 625'',; 1 S~?B 7~ s.c1i75 1 

0 MOO 50.00 I 

0 ~JOO ~000 
0 !000 $;!.00 

0 SJOO i.o.oo I 

0 sooo 5000 

0 sooo "'"° 
0 sooo :.000 I 
0 ~00 S0.00 
0 sooo >!loo 

0 sooo >0 00 

0 sooo $000 

0 SOOD 0000 

0 sooo 1000 

001 Cays 
002 0:)~ l 
oo:: o,,., 
IM /0 1. Cays 

u::101 o,y, 
11.WOJ D•Y• I 

£ 

~ o r-~:i.,11'.\1 ~o 
oc 0 0 0 0 0 C 0 0 CD oc 0 0 o C O 0 0 0 00 0 0 C C C 0 

1 10,tOl .7(, 

l EGl\l 'Tt.W: Cv,.!omt· t.cf• :;, t ::.l ~ .. ~;uMl ,a;'tt1 lo '"'I! lt"fflJ.trd~tOltS hit.: 1"1 lht c ,,:.c, bt.oL~:11 na.r.lr! l JI ani nOllmUt010 , PAvt.~E,·lT. Rfl'EAS E. tNOE1.'IIITY. tf):jU'~'JTEO l.'/AARJ,.f~ NC-.'l\Ol'I\ 

r u,'tflu F~ ~ Pn4-;r 1'1t11thl1 Penonn~I Sl&Mt:11r 
M:.10, $ U III 

811 T\'r< O~to 1,i 
.,.,. 

Otpth In 
Dtpm Cltc Dnllinil l o11l l le.uts 

S1:.c """"'' Oul Ovl on1, """' 
CVSTOIIER ·PLEAS[ PRJ/lT": CUSTOMER SIOUATVRE. 9 5,e· P06UHI02 p:,c !tllt:'1 ( S'2C le !ti:~ 1)7! ,,1 1~ I) ,. :, 

X: 
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\
. f' r 

Jub NumbLr 
in I ~7~ 

OJ rr~tor 

nio OIi t GHr 
\"oil llr me 

Iii! IJ8111L 
l nl th,w: 10 

I • t l • I 
L t 

s1, 1 o~a 
201&·(>:• 03 Ei.prdl•on S1;.tc 71 67 1 111 

1 L{:tl Wtll !.t•nt I /.fE 
70~ li-OOf 

flt)' St~tc Cou11t1• Cornptn\' l!,r r, 
C:.::ntu.,, T ): Reeve! 

Mud I ~0101 keport ·mil,~ (Slit. {S) 
111~ Ot I'~ 1 

S Ii~ 
Size tin) 
Lo tx:IS\3g~ 
een d AnQlc 
Speed (rev/gnl) 
Wear Pod OD (In) 
Manuloctu,er 

Hotor Fie~ull• 
IAotor Incident 
Ave r:\gt lotnl ROP (!tlf1) 

Ave r~oe Slide ROP (M 1) 
Average Ro tating ROP (!tlh) 

Bit Det1 11,.-

POS958002 Dole In 
u Deplfl In (ft) 

7/6 < 00 Dtlc Out 
1.5 Depth Out (II) 

0. 16 Toicl Drilled (fl) 
!;.675 Dl~tancc Slid (fl ) 

fN1 D1~1~ncc flotclcd (tt) 

% Ols\anco Sliding 

ffo \, Distance Rotatln(1 

32 ( 0 ... .,n m~re " 
0.00 Flow Rtlo (opm) 

32.40 Stolls 
Slall Pressure (psi) 

00 (In) 
Vendor 
SIN 

17 500 On Bollom Ptos~urc (psi) 
Ullwra Off Bollom Pressure (psll 
38869 NPT 

Nozzles 1011 5s BH1 Obje::tlVE 
To\01 FIOIY Arca (In') 
Bit Type 

1.726 0 1111 Surlacr 
PDC 

Bit Olstanct:.s 
Gammn: 63 00 ft Bond (BIi To Bend): 7.10 Ii, 
Survoy: 80.00 fl, DI:. I: 60 :;3 fl , Gamm~: 63.7211 

Mud Drop.:t i,. 
Type 
1'/T 

VIS 

PV 
YP 
POO Aea::.0 1'! t, o !l 

w~t~· Ba"-d 
11,1,0 
G6.Clll 
22.00 

37.00 

Pon olr~Uon Rate : POOH a uc to tow ROP, pooh lnspfrcl BHA 

Incident UotRs 
Drccho~,,1, b'i ,·1a1 darrnsicd ( :;-:; b' !)fad~ ) 
t.~WD: 

Comma ts 
o ,, c,c1io·1ol: 11.i( GPII. !100. r.io, Oill 900 Rc,•,Gor o Iii 
Ml','O· Good Run B1.(S 17.2 I 1:n 

i 

. I 

?018·05· 1C ?1:30 Oov:nholt Hou,! 
2865.00 Clr lfllnr,•Clrculr.linr Hour, 

,0 1e-os 2001:00 
3378.0D Clrcuto11no Hour! 

513.0D Drllllng Hourr 
O 00 Sliding Hourt 

51 3 llO Fiotcllnr tlour. 
O 00',\ •,: Hourt Rolt ting 

100 OC,% •,_ ll~urG Slldln._ 

720.00, 800 00 t!.olor RPI! 
O SurfocG RPI.' 

0.00 Rotating \'/OB (klbr.) 

?550.00. 2100 oo Slid ing woe (~lbL} 
1805.00 , 2250.00 Temp (rF) 

1.0 

; 

27 so 
1650 

2.67 

15.83 
0.00 

1~.6:! 
100.00~. 

o.oo•.; 

80.00 · 131 .00 
40.00 · 85.00 
1= .OD · 25.00 

0.00 · 0.00 
104 .O~ • l 0~ .OD 
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Shu t-In Affidavit 
Texas General Land Office 

George P. Bush, Commissioner 

1700 North Congress Avenue 

Austin, Texas 78701-1495 

Please respond fully to all applicable questions on this affidavit. Shut-in status may be denied far failure to provide 

information establishing the validity of this request for shut-in status. For o shut-in lease contained within a unit; 

separate affidavits must be submitted for each state lease within the unit. 

State Lease No. MF 1061 16 Operator Sheridan ProductionCompany, LLC 

Lease Name State 71 
Area 

Section 71 

State's NRI in Lease: .25 
Unit Name (if applicable) 

Total Shut-In Due: 

$5,670.00 

Tract 

Block 

Fie ld Name Dixieland 

Part Acres 567 

Survey G. A. Franklin County Reeves 

State's Unit NRI (if applicable) 

Explain how payment was ca lcu lated: 

Number of lease acres multiplied by $10 per acre. 

SHUT-IN PAYMENTS 
Wells must be capable of producing in paying quantities. TAC, Title 31, Part 1, 
Chapter 9, Subchopter C, Rule 9.36, (e). Affidavit required. 

Reason for Shut-In - Be Specific-(Add page as needed) 

Due to the increased gas production in the area, there is not sufficient infrastructure to 
take our produced gas. For this reason, we will be shutting in the State 71 02 well. 

Explain when and how shut-in is expected to be resolved (Add page as needed) 

We expect this shut-in to be resolved in the next 8 months as additional infrastructure is 
completed . 

1 
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Add Pages as need fo r additional wells. 
WELL INFORMATION 

Oo1L (!) GAS 
Well Name: I API: I RRC: Distll-Lease# 
State 71 02st 42-389-32553 08 

Pro~ed in Pa() Completion Date: Shut-In Date: 

• Yes , No 08/12/2015 04/08/2019 
Provide average daily production rate . 

Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: f7lwell Test D Monthly Average D RRC Well Test 
GAS f;uJeJ I OIL 0 WATER 

mcf/d bbls/d 0 bbls/d 

Qo1L OGAS 
Well Name: I API: I RRC: Distll-Leasell 

Produced in Past: Completion Date: Shut-In Date: 

Qves 0 No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: D well Test D Monthly Average D RRC Well Test 
GAS I OIL WATER 

mcf/d bbls/d bbls/d 

Qo1L OGAS 
Well Name: I API: I RRC: Dist/I-Lease# 

Produced in Past : Completion Date: Shut-In Date: 

()ves () No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: Dwell Test D Monthly Average D RRC Well Test 
GAS I OIL WATER 

mcf/d bbls/d bbls/d 

Q o 1L 0 GAS 
Well Name: I API: I RRC: Dist/I-Lease# 

Produced in Past: Completion Date: Shut-In Date: 

Qves 0 No 

Provide average daily production rate. 
Define basis f or production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: Dwell Test D Monthly Average D RRC Well Test 

GAS I OIL WATER 

mcf/d bbls/d bbls/d 

2 
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List all producing wells in the same Railroad Commission designated field and Reservoir within 1,000 feet 
of this lease. If there are wells more thanl, 000 feet from the lease, draining the lease, list these also . 
Operator I Lease Name & Well # API i RRC: Distlt-Lease# 

RRC Field & Reservoir Name: RRC Field Code: 

Distance I Completion Interva l Status 

Operator I Lease Name & Well# API I RRC: Dist#-Lease# 

RRC Field & Reservoir Name: RRC Field Code: 

Dist ance I Completion Interva l St at us 

Operato r I Lease Name & Well ti API I RRC: Dist#-Lease# 

RRC Field & Reservoir Name: RRC Field Code: 

Distance I Completion Interval Status 

Contact for Shut-in: Cole Edwards ----------------
0 per at or's Represent ative 

Phone: 713-548-11 32 Ema i I: cole.edwards@sheridanproduction.com 

Mailing Address: 1360 Pos t. oak Blvd., Suite 2500, Houston, Tx 77 056 

I certify that this stsite~ent4s true and correct . 

Signature: & ~ c-'v t / Print Name: Cole Edwards 

Title: Landman 

Sworn and subscribed to before m e, the undersigned authority this _2_2_n_d _____ day of 

April 19 - .,_ __ _ 

Notary Pu~ 1c in and for 

µ.!'?s:JUU> County, State of ff'...'ICA- $ 

,,,11111,,,, TIMOTHY MATTHEW DILIBERTO 
,, .,._fi."f l'(J .... , 

g)~,-:;;(,;;~~ Notary Public. State of Texas 
~;:.,~)# comm. Expires 11-07-2020 
~,;foi'~,i~ Notary ID 126718097 

'''"'' 

Revised 4/12/2017 

3 
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PAYMEUT IS MADE UIIDER ltiSTRUMEIIT DESCRIBCD BCLOW, PLEASE DEPOSIT AMOUIJT OF CHECK TO THE CREDIT OF PARTY OR PARTIES UAMES 
DATE, srGtl AIID RETURII THIS RECEIPT OU TIIE DAT YOU RECEIVE IT 

nus PAYMElH IS MADE' IU A MAUIIER TO COIIFORM TO THE TERMS OF THE IUSTRUMEUT REFERRED TO WHEREIU YOU ARE IIAME'? DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: 

SHERIDAN PRODUCTION COMPANY, LLC 
1360 Post Oak Blvd, Suite 2500 
Houston, T X 77056 
(713) 548- 1033 

,, 

LEASE RECORDS ACCOUNT 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

DATE: 

I COU NTY 

[ REEVES 
STATE RECORDED - BOOK PAGE 

TX 727 - 679 
DA TE OF LEASE 

01/ 17 / 06 

LEASE fJUMBER 

F0530006- 000 
ORIGIUAL LESSOR IDEtlllFICA TIOtJ OR LEASE SERIAL II UMBER 

STATE OF TEXAS M 106116 

PAY TO THE 
ORDER OF GENERAL LAND OFFICE STATE OF TEXAS 

1700 NORT H CONGRESS 
AUSTIN, TX 78701 US 

Page 1 of 1 

19709762 
04/ 17 / 19 NO. 6210 

REUTAL PERIOD 

MON THS 

0 
_£ROM TO 

RECEIVED ON 

0~01/ 19 05/ 01 / 19 

PAY EXACTLY 

5,670.00 

20 
THE AMOUNT SHOWII ABOVE 

IIAME OF BANK, CORPORA TIOII OR IIIDIVIDUAL 

BY _ 

RECEIPT IS HEREBY ACKJJOWLEDGED OF THE AMOU IIT STATED 
WHICll IS Ill FULL SETTLEMENT Of REllTAL/SHUT 1U DUE PARlY 
IJAMED COVERIIJG OUR IIJTEREST IN OIL AND GAS 

PAYEE WILL PLEASC DATE, SIGU AND RETURN TIIIS RECEIPT 
BY NEXT MAIL. OFFICERS SIGNIIJG FOR CORPORATIOIIS WILL 
PLEASE GIVE FULL !JAME AND TITLC 

LEASE DESCRIDED HEREIN 

TO BE CREDITED TO 

GENERAL LAND OFFICE STATE OF TEXAS 
SHUT- IN RO YAL TY 
1700 NORTH CO NGRESS 
AUST IN, T X 78701 US 

FRANKLIN, G.A., BLK: , SEC: 71, REEVES CO, TX 

!36Q0Q3 6572 0 36616 

RENTAL AMOUNT 

~,670.00 

BANK CHARGE 

.00 

FOR SECURITY PURPOSES. THE FACE OF THIS DOCUMENT CONTAINS A BLUE-GREEN BACKGROUND PRINTED ON TRUE WATERMARK PAPER 

•••• • •••• 
• 

•• • • • • • •• 
• ••• • • • • • • 

• 
• • •••••• 
• •• • • • •••• 

19709762 

PAY T O T HE SUM OF: 

SHERIDAN PRODU CTION COMPANY, LLC 
1360 Post Oak Blvd, Suite 2500 
Houston1 TX 77056 
(713) 5~8- 1033 

Five Thousand Six Hundred Seventy And NO / 100 Dollars 

T O THE ORDER OF· 
GENERAL LAND OFFICE STATE OF T EXAS 
1700 NORTH CONGRESS 
AUST IN, TX 78701 US 

11• 0 0 0 b 2 • 0 11• 

Wells Fargo Bank, N.A. 
San Francisco, CA 

11- 24/ 1210 

AMOUNT : $ 

No.: 

DATE: 

6210 

04/17/19 

5,670.00 

Dual signers over $25,000 Void 180 days 
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File No. NE l O ~ f l lf)x 
~~~~ Coun1 

D,t, FH,d ~ If:~ 
George P Bush, Commissioner 

By S:5D 



April 29, 2019 

Mr. Cole Edwards 

TEXAS GENERAL LANO OFFICE 
G EORG E P. BU SH, COMMI SS IONER 

Sheridan Production Company, LLC 
1360 Post Oak Blvd., Suite 2500 
Houston, TX 77056 

Re: State Lease MF106116 - Upland Fee 
567 acres, Section 71, G. A. Franklin Survey, Reeves County. 
Shut-In: State 71 tt2st, API 42-389-32553, RRC 08-264576 

Dear Mr. Edwards, 

This acknowledges receipt of shut-in payment in the total amount of $5,670.00 for the subject shut-in 
well by the Texas General Land Office on April 26, 2019. 

The Shut-In Royalty Committee has accepted the shut-in payment on behalf of the GLO and this shut-in 
which began on April 8, 2019 is valid until the shut-in anniversary date of May 1, 2020. 

Please notify us when the well returns to production. 

Yours truly, 

~~ 
Energy Resources/ Mineral Leasing 
Direct: 512.463.6521 / Email : susan.draughn@glo.texas.gov 
Website: www.glo.texas.gov 

1700 'orth Congress A\'cnuc. Austin, 1 cxas 78701-1495 
P.O. Box 12873. Austin. rcxas 7871 1-2873 

S 12-463-500 1 glo.tcxas.gov 



Date Filed: 1/zCf/ I 9 
George P. Bush, Commissioner 

By~~~~ ~.w..~...a::..~~~~~~~ 



DO NOT DESTROY bwnckd 
Texas General Land Office 

UNIT AGREEMENT MEMO 

UPA200107 

Unit Number 10875 

Operator Name Rio Oil and Gas (Permian) II, LLC Effective Date 

Unitized For 

Unit Term 

Customer ID C000090164 

Expedition State Unit 71-67 

08/18/2020 

Oil And Gas 

Unit Name 

County 1 

County 2 

County 3 

County 4 

Unit type 

Reeves RRC District I 08 

RRC District 2 

RRC District 3 

RRC District 4 

Old Unit Number Inactive Status Date 

Permanent 

State Net Revenue Interest Oil 0.23445998 

State Part in Unit 0.93783994 

Unit Depth 

From Depth 

To Depth 

Specified Depths 

11368 600' 
below 

Well 

Formation Top of Wolfcamp to Base of Wolfcamp 

Participation Basis Surface Acreage 

If Excluions Apply: See Remarks 

Lease Number Tract lease Acres Total Unit Tract lease Royalty 
No in Unit Acres Participation O/G 

MF106116 

MF118859 

APJ Number 

Remarks: 

Prepared By: 

GLO Base Updated By: 

RAM Approval By: 

GIS By: 

Well Inventory By: 

8/3/2020 12:51 :31 PM 

567.000000 1,287.000000 0.44055944 0/G 

640.000000 1,287.000000 0.49728050 0/G 

Prepared Date: 

GLO Base Date: 

RAM Approval Date: 

GIS Date: 

WI Date: 

10875 

0.25000000 

0.25000000 

NRI of Lease Royalty Rate 
in Unit Reduction 

Clause 

0.11013986 No 

0.12432012 No 

1 of 1 



To: 

Date of Board 
Meeting: 

Effective Date: 

Unit Expiration Date: 

Applicant: 

Attorney Rep: 

Operator: 

Unit Name: 

Field Name: 

Pooling Committee Report 

School Land Board 

08/18/2020 

08/18/2020 

Rio Oil and Gas (Permian) II, LLC 

Rio Oil and Gas (Permian) II, LLC, 

Expedition State Unit 71-67 

FORD, WEST (WOLFCAMP) 

County: Reeves 

Lease Lease 
~ Number 

U Fee MF106116 

U Fee MF118859 

Private Acres: 

State Acres: 

Total Unit Acres: 

Unit Tyge: 

Permanent 

Term: 

8/3/2020 12:52:54 PM 

Lease i Exgiration 
Royalty Date 

0.25000000 01/17/2011 

0.25000000 08/01/2020 

80.000000 

12 07. 000000 

1287.000000 

Unitized for: 

Oil And 
Gas 

Lease Lease 
Term Acres 

5 years 567.000000 

3 years 640.000000 

Particigation Basis: 

Surface Acreage 

State Acreage: 

State Net Revenue Interest: 

RRC Rules: 

Yes 

UPA200107 

UPA200107 

Unit Number: 10875 

Lease Acres ,Royalty 
In Unit Particigation 

567.000000 0.11013986 

640.000000 0.12432012 

Surface 
Acreage 

93.78% 

23.45% 

Sgacing Acres: 

1 of 1 



Working File Number: UPA200107 

REMARKS: 

Rio Oil and Gas (Permian) 11, LLC is requesting to amend the Expedition State Unit 71-67 
which was approved by the School Land Board on December 19, 2017. 

The applicant is requesting to add an eighty acre tract to the unit which will allow for longer 
laterals to be drilled in the unit. 

The applicant currently has drilled and completed three unit wells . The existing unit wells will · 
be excluded from the amended unit for royalty reporting . 

With Board approval of the amended unit, the State's unit royalty participation will decrease 
from 25% to 23.45% for the fourth unit obligation well and any additional unit wells that are 
drilled within the unit. 

POOLING COMMITTEE RECOMMENDATION: 

The Pooling Committee recommends Board approval of the amended Expedition State Unit 
under the above-stated provisions. 

General Land Office Date 

Office of the Governor Date 

Office of the Governor Date 

8/3/2020 12:56:44 PM UPA200107 1 of 1 



Mf lO<oiltp 
File No. County 

fu o~s · I o&'.15 

® 

Date Filed: _____________ _ 

George P. Bush, Commissioner 

By-----------------



MEMORANDUM 

TEXAS GENERAL LAND OFFICE • GEORGE P. BUSH • COMMISSIONER: 

TIME SENSITIVE: Action Required by: (February 10, 2021} ; · 

DATE: February 3, 2021 

TO: Deputy Commissioner Havens 

FROM: Matt Edling 

SUBJECT: Amendment of Pooling Agreement for signature 

SUMMARY: Attached for your approval and signature are duplicate originals of a Pooling 
Agreement that was approved by the School Land Board on August 18, 2020. 

DETAILS: This agreement complies with existing GLO rules and policies and has been 
reviewed and approved by Energy Resources staff and the Legal Services Division. Chapter 52, 
Subchapter E of the Texas Natural Resources Code gives authority to the Commissioner to 
execute agreements that provide for operating areas as a unit for the exploration, development 
and production of oil or gas or both. 

Document Name 

Amendment of Pooling Agreement 
Expedition State Unit 71-67 
1,287.00 Acres 
GLO Unit No. 10875 
Reeves County, Texas 

Recipient 

Rio Oil and Gas (Permian) II, LLC 

Recommendation: Please sign and return to Matt Edling in Energy Resources (5-9106). 

Through: Larry Hargrave 
Legal Services 



File No. Mf \O(o \ \ ~ @) 
R Q!2ill.S Cour,. 

t<'tmo lD~Omtni~r Unik 10&15 
Date Filed: ____________ _ 

George P. Bush, Commissioner 
By·-------



AMENDMENT OF POOLING AGREEMENT 
RIO OIL & GAS (PERMIAN) ll, LLC 

EXPEDITION STATE UNIT 71-67 
GLO UNIT NO. 10875 

(FORMERLY GLO UNIT NO. 8832) 
REEVES COUNTY, TEXAS 

WHEREAS, effective as of December 19, 2017, the application for the Expedition State Unit 71-67, 

("Unit") was presented to and approved by the School Land Board of the State of Texas pursuant to the provisions 

of Subchapter E, Chapter 52, of the Texas Natural Resources Code; and 

WHEREAS, pursuant to such approval, Rio Oil & Gas (Permian) 11 , LLC and the Commissioner of the 

General Land Office of the State of Texas entered into that certain Pooling Agreement ("Agreement") to pool 

certain State lands into the Unit, which covers 1,207 acres in Reeves County, Texas, as more particularly described 

in said Agreement on file in in Mineral File No. M-106116 in the Archives & Records of the Texas General Land 

Office, Austin, Texas; and 

WHEREAS, Rio Oil & Gas (Permian) II , LLC is the current operator of the Expedition State Unit 71-67; 

and 

WHEREAS, Rio Oil & Gas (Permian) II , LLC made application and at its regular meeting on August 18, 

2020, the School Land Board approved its application to increase the size of the Unit from 1,207 acres to 1,287 

acres; and 

WHEREAS, the Commissioner of the General Land Office finds that amending said Agreement as 

approved by the School Land Board is in the best interest of the State of Texas: 

NOW THEREFORE, in consideration of the premises and of the mutual agreements contained in the 

Agreement, it is agreed that the Unit is amended by deleting the Exhibits to the Agreement in their entirety and 

substituting the attached Exhibit "A" as a list of the oil and gas leases included in the amended Unit, Exhibit "B" as 

a description of the lands included in the amended Unit, Exhibit "C" as a plat of the 1,287-acre amended. 

It is hereby agreed that the three (3) wells drilled and existing within the boundaries of the pooled unit as of 

August 18, 2020, the date of approval of this Amendment by the School Land Board, shall be excluded from the 

terms of this Amendment for royalty repo1ting services. 

Nothing in this Amendment, nor the approval of this Amendment by the School Land Board, nor the 

execution of this Amendment by the Commissioner shall: (I) operate as a ratification or revivor of any State lease 

that has expired, terminated, or has been released in whole or in part or terminated under the terms of such State 

lease or the laws applicable thereto; (2) constitute a waiver or release of any claim for money, oil, gas or other 

hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease; (3) constitute a 

waiver or release of any claim by the State that such lease is void or voidable for any reason, including, without 

limitation, violations of the laws of the State with respect to such lease or failure of consideration ; or (4) constitute a 

confirmation or recognition of any boundary or acreage of any tract or parcel of land in which the State has or 

claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the State with respect to 

any violation ofa statute, regulation , or any of the common laws of this State, or any breach of any contract, duty, or 

other obligation owed to the State. 

This Amendment of Pooling Agreement may be executed in counterparts and, if so executed, shall be valid, 

binding and have the same effect as if all the parties hereto actually joined in and executed one and the same 

document. For recording purposes and in the event counterparts of this Amendment of Pooling Agreement are 

executed, the executed pages, together with the pages necessary to show acknowledgments, may be combined with 

the other pages of this Amendment of Pooling Agreement so as to form what shall be deemed and treated as a single 

original instrument showing execution by all parties thereto . 



Date Executed (} C-n>Bt&fl J 3. 20 io , 

STATE OF TEXAS 

COUNTY OF MONTGOMERY 

ENIOR VICE PRESIDENT -

BUSrNESS D EVELOPMENT & LAND 

"1>- ;;ll>,20 
This instrument was acknowledged before me on {:jjD'{}(fl \'J ,).Q-r),by Dalton F. Smith III as Senior 

Vice President of Rio Oil and Gas (Permian) ll, LLC, a U .~Q~ __ limited liability company, on 

behalf of said company. 

of Texas 

3 



DocuSign Envelope ID: 47247AEB-1679-4077-B42A-9DF6BA908ACB 

IN WITNESS WHEREOF, the parties hereto have executed this Amendment of Pooling Agreement upon 
the respective dates indicated below, but effective as of August 18, 2020. 

Date Executed 01-\ \ C)5 \ 202.J. 

Content 

Min. Leasing 

Legal 

ST A TE OF TEXAS 

EPUTY LAND COMMISSIONER 

CERTIFICATE 

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a meeting 
of the School Land Board duly held on the I 8th day of August, 2020, the foregoing instrument was presented to and 
approved by said Board under the provisions of Subchapter E, Chapter 52, of the Natural Resources Code, all of 

which is set forth in the Minutes of the Board of wh ich I ~todian. 

IN TESTIMONY WHEREOF, witness my hand this the J __ 1_---; day of a~~ Q , 2021. 



Tract No. 

••• 

• • • 

• 

• • • . .. . 
•• • • 

1 

2 

3 

3 

3 

3 

3 

State Lease No. Lessor 

106116 The State of Texas 

118859 The State of Texas 

N/A 
Porosity LP 

N/A 
The Catalpa Trust 

N/A 
Kirk Covington 

N/A 
Renee J. Brunson 

N/A 
Earmark Enterprises, LLC 

Exhibit "A" 

Leases - GLO Unit 8832 

Lessee 

Forest Oil Corporation 

Rio Conquista, LLC 

Rio Oi l and Gas (Permian) 11, 

LLC 

Rio Oil and Gas (Permian) 11 , 

LLC 

Rio Oil and Gas (Permian) II, 

LLC 

Rio Oil and Gas (Permian) 11 , 

LLC 

Rio Oil and Gas (Permian) II , 

LLC 

Lease Date 

1/17/2006 

8/1/2017 

12/7/2020 

12/7/2020 

12/7/2020 

12/7/2020 

12/7/2020 

County Recording Information 

Reeves 727/679 

Reeves 17-16264 

Reeves N/A 

Reeves N/A 

Reeves N/A 

Reeves N/A 

Reeves N/A 



Tract No. 

• • •• • 
•• • . . .. . " 
• .,. 
• • oe 

00 0 • • • 0 •• 

• • o• o • 

1 

2 

3 

County Survey 

Reeves G.A. Franklin 

Reeves G.A. Franklin 

H.&G.N RR Co. 

Reeves Survey, A-376 

Exhibit 11 B11 

Lands - GLO Unit 8832 

Section Legal Description 

71 ALL 

67 ALL 

33 (Block 2) W/2 of SW/4 

Total Gross Acres in Unit: 

Gross Acres 

567 

640 

80 

1287 



17 

22 

23 

8 9 

8 

11 

21 

29 

30 

4 

EXHIBIT C 
Expedition State Unit 71-67 

GLO Unit No. 8832 
Reeves County, Texas 

Revised Unit Area 

CJ 

6 

6 

28 

3 

6 

6 

0 

0 2.871 -ww:w 
FEET 
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0 •• 

0 0 O ••• 
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File No. 
~ M f \ Dlo \ \ lo 

Roov.t$ 
d,\;tll~ · ~ County 

Date Filed, JrSJOOJ\UiI Unil:10315 
George P. Bush, Commissioner 

By--



April 12, 2021 

Mr. Dalton Smith 

TEXAS GENERAL LAND OFFICE 
GEORG E P BU S H , COMMIS S IONER 

Rio Oil and Gas (Permian) II LLC 
3 Waterway Square Place, Suite 500 
The Woodlands, Texas 77380 

Re: Amendment of Pooling Agreement 
Rio Oil and Gas (Permian) Il, LLC 
Expedition State Unit 71-67 
1,287.00 Acres 
GLO Unit No. 10875 
Reeves County, Texas 

Dear Mr. Smith: 

Enclosed is a duplicate original of the above referenced Pooling Agreement that has been 
executed by Mark Haven, Deputy Commissioner of the Texas General Land Office ("GL0"). 
We have retained the other original of the Pooling Agreement for our files. Please refer to the 
referenced GL0 Unit No. when filing Royalty Reports with the GL0. 

Thank you for your assistance with this matter, if you have any questions or need 
anything further, please feel free to call. 

Very truly yours, 

~. 
Energy Resources Div~ 
Texas General Land Office 
matthew.edling@glo .texas.gov 
(512) 305-9106 

Enclosure 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo .texas.gov 



File No. \'{\£ \Dlo\\(o (4-i) 
fu9~5 \tu t () County 

' Otl.Ot:oi:® \lnil:, \0815 
Date Fi led: _____________ _ 

George P. Bush, Commissioner 

By-----------------



Texas General Land Office 
Reconciliation Billing POBox 12873 

Au stin, TX 78 711-2873 
(800) 998-44 56 
8:oo - 5:00 M-F George P. Bush , Commissioner 

Diamondback E&P LLC 
515 Central Park Drive, Suite 500 
Oklahoma City, OK 73105-1704 

Total Due 

Billing Date: 
Billing Due Date: 
Customer Number: 

3/9/2021 
4/8/2021 

C000089009 

$19,563.80 

Penalty and interest have been calculated thru 3/31/2021. Payment remitted after 3/31/2021 will 
result in additional penalty and interest charges. 

Villanueva,Jorge Luis () - or Buddy.Villanueva@glo.texas.gov 

NOTICE 
• Please update GLOl and GL02 production reports to correct volumes. 

• Please do not update GL03 report to include billed royalty, penalty or interest. This receivable has already 
been recorded . 

• For questions regarding th is invoice, email us at glo123@glo.texas.gov. 

This notice does not constitute an Audit Bil ling Not ice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently, 
does not preclude the TGLO from conducting further examinations of these leases, t ime periods or issues. 

Reconciliation Bill ing 

Diamondback E&P LLC 

Billing Date: 3/9/2021 

Billing Due Date: 4/8/2021 

Customer Number: C000089009 

Detach and return with payment 

Remit Payment To: 

Texas Genera l Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Invoice I Mineral File 
I 

Gas Royalty i- -- -Oi_l_R~altyr --- Pe~~ltv l---~~--I~ter~st [ __ - - T_o!_~~-~ue 
- I 

21100517 MF106116 $16,941.94 $0.00 $1,694.21 $927.65 $19,563.80 

Total Due $16,941.94 $0.00 $1,694.21 $927.65 $19,563.80 

Amt. Paid 



Customer ID: C000089009 Category 
Invoice Number: AIE 
GLO Lease: MF106116 Billing Date: 
GLO Review: DIAMONDBACK E&P LLC P&I Calculation Date: 
Review Period : September 2019 through August 2020 Royalty Rate: 

(1) (2) (3) (4) (5) (6) m . . , . . . . ' 
Seo-19 08-49629 10 079 1.00000000 0.822150 1.043324 S8,645.45 

OcH9 08-49629 9.771 1.00000000 1.019375 1.046545 S10 423.92 

Oct-19 08-49629 0 0 0 0 SO.OD 

Nov-19 08-49629 9,173 1.00000000 0.478625 1.042140 S4.575.44 

Nov-19 08-49629 0 0 0 0 SO.DO 

Dec-19 08-49629 8 356 1.00000000 0.916650 1.042549 S7,985.01 

Dec-19 08-49629 0 0 0 0 $0.00 

Mav-20 08-49629 5 041 1.00000000 0.B47564 1.040B98 $4 447.31 

Jun-20 08-49629 5 388 1.00000000 0.931217 1.043585 S5,236.08 

Jul-20 08-49629 5 629 1.00000000 0.861419 1.042877 S5,056.B4 

Aua-20 08-49629 5,146 1.00000000 0.818708 1.039441 S4,378.86 . ,, .. ,, 1w1, 1; ' I 

ATTN: Kristen Butcher 

CERTIFIED MAIL: , ••"<"•''°''"" "'"" """ °' , .... , •. <•• 

COMMENTS: SALES VOLUMES REPORTED TO THE GLO WERE COMPARED TO VOLUMES REPORTED TO THE RRC. 

IT HAS BEEN DETERMINED THAT THE SALES VOLUMES HAVE BEEN UNDER PAID. 

PRODUCTION MONTHS OCTOBER 2019 THROUGH DECEMBER 2019 HAS ADDITIONAL DUE VS. PAID BILLING. 

COLUMN (3) RRC VOLUME - REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID# 08-49629 Uni1 8304 

COLUMN (5) PRICE - TAKEN FROM PRODUCTION ROYAL TY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (6) BTU-TAKEN FROM PRODUCTION ROYALTY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (13)(14)(15) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENAL TY AND INTEREST ASSESSMENT: 

(8) . 
S2.161.36 

S2.605.98 

S163,034.35 

S1 .143.86 

S130 697.80 

S1 996.25 

$140 731.19 

$1,111.83 

S1,309.02 

S1 ,264.21 

S1 ,094.71 

' 

Gas 
Bvillan 

31112021 
313112021 

25.00% 
(9) (10) ... 

SO.DO S2.161.36 

SO.OD S2.605.98 

S161.497.39 S1 .536.96 

$0.00 S1 ,143.86 

$129 275.60 S1 422.20 

$0.00 $1 ,996.25 

$139 435.63 $1 295.56 

$0.00 $1 ,111 .83 

$0.00 S1 ,309.02 

SO.DO S1.264.21 

SO.OD S1 .094.71 

' 1: . •. •. 

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, SEND AN EMAIL TO account.services@glo.texas.gov 
NOTING YOUR COMPANY NAME. CUSTOMER ID. INVOICE NUMBER, REMITTANCE DATE AND AMOUNT OF PAYMENT. 

(11) (12) (13) (14) (15) 
, . . . .. 

502 6.50% S216.14 $170.51 S2.548.01 

472 6.50% S260.60 $191.66 S3,058.24 

472 6.50% S153.70 S113.04 S1.803.70 

441 5.75% S114.39 S68.84 S1 ,327.09 

441 5.75% S142.22 $85.59 S1 ,650.01 

410 5.75% S199.63 $110.3B S2.306.26 

410 5.75% S129.56 $71.64 S1 496.76 

259 5.75% S111.18 $35.03 $1.258.04 

228 5.75% S130.90 $34.B5 S1 ,474.77 

197 5.75% S126.42 S27.48 S1,418.11 

167 5.75% S109.47 S18.63 S1 .222.81 
.,a,',· 1, . ··. ,c-· --.1 .,·.~ -- -· .·~ , • , 

" 
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March 17, 2021 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH, COMMISSIONER 

Rio Oil and Gas (Permian) II LLC 
3 Waterway Square Place 
Suite 500, The Woodlands, TX 77380 
Attention: Ryan Reese 
rreese@opportune.com 

Sent via email 

RE: Lease Compliance Review of selected lease MF106116, operated by Rio Oil and Gas {Permian) Il 
LLC. 

Dear Ryan Reese: 

The Texas General Land Office (GLO) maintains a field audit program to monitor State oil and gas 
production and royalty revenue in accordance to the regulations set forth in Section 52.135 of the Texas 
Natural Resources Code. The audit program is designed to help ensure accurate and proper reporting of 
royalty revenues to the State of Texas. In addition to conducting royalty audits, we have implemented a 
Lease Compliance Review Program (LCRP). 

A site visit to the lease(s) referenced above was conducted in November 2020 by a GLO inspector. As part 
of our observation during the visit, the GLO inspector provided us with a walkthrough of the well(s) 
associated with the lease(s) above and field schematics. The information received will help explain or 
demonstrate the operations, equipment, and metering of the production. 

After review of the information provided by the GLO inspector, the auditors will request information 
related to the lease, which may include but is not limited to: Purchase/Remittance Statements, Allocation 
Statements, Plant Settlement Statements, and Meter Statements. 

Please contact Merlin Daniel at merlin.daniel@glo.texas.gov for any questions. We thank you in advance 
for your attention and assistance in this effort. Let us know when you have received this email. 

Sincerely, 

1.?::e.Ji~, CFE 

Director of Minerals Audit 
Texas General Land Office 
(512) 463-0154 / brian.raygon@glo.texas.gov 

Ltr Log #0312 

1700 North Congress Avenue, Austin., Texas 78701-1495 
P.O. Box 12873, Austin., Texas 78711 -2873 

512-463-5001 glo.texas.gov 



George P. Bush, Co~s~ 
By·------aoo"'-=--"'_....._....,\r--



TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH, COMMISSIONER 

January 10, 2022 

Rio Oil and Gas Permian II LLC 
3 Waterway Square Place 
Suite 500 The Woodlands, TX 77380 
Attention: Karen Steiner 

CERTIFIED MAIL NO: 

/ 

Sent via email 

RE: Lease Compliance Review Billing Notice on State Leases MF106116 and MFI 18859 

Dear Ms. Steiner, 

The Minerals Audit Division of the Texas General Land Office (GLO) has completed a lease 
compliance review of the above referenced leases operated by Rio Oil and Gas Permian. This 
review covered the reporting period of September 2019 through August 2020 and of the 
materials you sent to us at our request . It was determined that $168,268.42 is due. For 
MF106116, the royalty due amount is comprised of $66,744.79 in royalty, $6,684.63 in penalty 
and $6,089.21 in interest. For MFl 18859, this amount is comprised of $74,513.72 in royalty, 
$7,462.84 in penalty and $6,773.23 in interest, which has been computed through November 30, 
2021 in accordance with Section 52.131 of the Texas Natural Resources Code. 

The following documents are attached in support of our findings. 
• Summary of the compliance review exceptions by lease (Attachment I); 
• Lease Compliance Review Report (Attachment II); 
• The procedures used for assessment of penalties and interest (Attachment III); and 
• Supporting Schedules that include the amount of royalty due (Attachment IV). 

To ensure your leases remain in good standing with the GLO, please respond to this notice by 
February 10, 2022. Payment of this notice should be submitted separately from monthly royalty 
payments you may be remitting. To ensure proper credit, your payment can be either mailed to 
my attention, along with a copy of this letter or paid via TexNet 

If you have any questions, please contact Merlin Daniel at merlin.daniel@glo.texas.gov or call 
512-475-5024. 

Sincerely, 

~:~~A,C;;, 
Director of Minerals Audit 
Texas General Land Office 
(512) 463-0154 / brian.raygon@glo.texas.gov 

Ltr Log# 0331 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-5001 glo.texas.gov 



Phantom Wolfcamp - Ex1iedition State Unit 71-67 (1H, 2H, 4H). 
MF106116 and MF118859 
Lease Compliance Review Exctption 

A. Phantom Wolf camp - Expedition State Unit 71-67 (IH, 2H, 4H) 
State Lease No. MF106116 

I . Failure to report and pay correct gas gross production 

8. Phantom Wolrcamp- Expedition State Unit 71-67 (1H, lH, 4H) 
State Lease No. MFI06116 

I . Failure to report and pay on correct oil prices 

C. Phantom Wolfcamp - Expedition State Unit 71-67 (IH, 2H, 4H) 
State Lease No. MFI 18859 

I . F ailurc to report and pay correct gas gross production 

D. Phantom Wolfcamp - Expedition State Unit 71-67 (IH, 2H, 4H) 
Stole Lease No. MFI 18859 

I. Failure to report and pay on correct oil price., 

Tola/: 

TOTAL ROYALTY DUE 

ATTACHMENT I 

RIO OIL AND GAS PERMIAN II LLC 

SUMMARY OF COMPLIANCE REVIEW EXCEPTIONS 

RELATED 
A TI ACHM ENT/ SHEET 

NAME 

A1tacl11nen1 IV- MFH6116 

Attachment IV- MF106116 Oil 

Artacluneat IV- MFll88S9 

Attachment IV- MFl 188S9 Oil 

ADDITIONAL 

ROYALTY 

$63,617.18 

$3, 127.61 

$10,983.45 

$3,530.27 

$141,258.51 

$141,258.51 

Page 1 of 1 

PENALTY 

THROUGH 
11/30/2021 

$6,371.87 

$312.76 

$7.109.81 

$353,03 

$141147.47 

$14,147.47 

INTEREST 
THROUGH 
11/30/2021 

$5,896.07 

$193. 14 

$6.555.22 

$218.01 

Sll,862.44 

Sll,862.44 

TOTAL 
REVENUE 

DUE 

$75.885.12 

$3,633.51 

$84.648.48 

$4,10 1.31 

S 168,268.42 

$168,268.42 

PRODUCTION 
MONTHS 

COVERED 

09/1 9-08/20 

09/19-08/20 

09/19-08/20 

09/19-08/20 



ATTACHMENT II 

Lease Compliance Review Report 
Rio Oil and Gas Permian II LLC 

Discussion of Lease Compliance Review Exceptions 

The Texas General Land Office (GLO) has completed a Lease Compliance Review of State Lease 
MF106116 and MF118859. The scope of the review included oil and gas volumes and royalty revenues 
for the production months of September 2019 through August 2020. The Lease Compliance Review is 
limited in scope and is not considered an audit. A detailed summary of our findings is noted below. 

As a result of our compliance review, we have concluded the State is due additional royalty. The 
exceptions and related details are summarized below. Discrepancies noted in the review period are 
calculated from September 2019 through August 2020. 

1. Failure to report and pay correct royalty on gas gross production. 

For the production months September 2019 through August 2020, Rio Oil and Gas failed to report and 
pay the correct royalty on the gas gross production from Expedition State Unit 71-67, MF 106116 and 
MFl 18859. Paragraph 4(C) of the lease agreement states that royalty should be paid on gross 
production or the market value thereof. 

Lease Agreement for Mineral Lease No. MFJ06116 and MF1188591 paragraph 4(C) states: 
( 4C) "PROCESSED GAS: As a Royalty on any gas processed in a gasoline plant or other plant for 
the recovery of gasoline or other liquid hydrocarbons, one-fourth part of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the option of the lessor. All royalties 
due herein shall be based on one hundred percent (100%) of the total plant production ofresidue gas 
attributable to gas produced from this lease ... " 

Lease Agreement for Mineral Lease No. MFJ 061 J 61 paragraph 4(D) states: 
( 4D) "Other Products: As a royalty on carbon black, sulphur, or any other products produced or 
manufactured from gas (excepting liquid hydrocarbons) whether said gas be "casinghead" "dry" or 
any other gas, by fractionating, burning, or any other processing. ¼ part of gross production of sucA 
products, or the market value thereof, at the option of Lessor, such market. .. " 

Lease Agreement for Mineral Lease No. MF118859, paragraph 4(E) states: 
(4E) "Other Products: As a royalty on carbon black, sulphur, or any other products produced or 
manufactured from gas (excepting liquid hydrocarbons) whether said gas be "casinghead" "dry" or 
any other gas, by fractionating, burning, or any other processing. ¼ part of gross production of such 
products, or the market value thereof, at the option of Lessor, such market..." 

2. Failure to report and pay correct royalty on oil price. 

Lease Agreement for Mineral Lease No. MF106116, paragraph 4(A) states: 
( 4A) "OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a 
liquid form at the mouth of the well and also all condensate, distillate, and other liquid hydrocarbons 
recovered from oil or gas run through a separator or other equipment, as hereinafter provided, ¼ part 
of the gross production or the market value thereof, at the option of the Lessor, such value to be 
determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, 
distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area 



where produced and when run or, 2) the highest market price thereof offered or paid in the general 
area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the 
greater ... " 

Lease Agreement for Mineral Lease No. MFJJ8859, paragraph 4(A) states: 
(4A) "OIL: As a royalty on Oil, one fourth (1 /4) part of the Gross Production of the value thereof, at 
the option of the Lessor, such value to be calculated at the point the Oil is Ready for Sale and Use 
and without deduction for expenses, as described in section (4)(k), and determined by the greatest of: 
(1) the highest posted price, plus premium, if any paid or offered for Oil of a like type and gravity in 
the general area where produced and when run, (2) the highest market price thereof paid or offered 
in the general area where produced and when run, or (3) the gross proceeds of the sale thereof. 

Lease Compliance and Review Limited Testing Notes/Findings 

1. Gas Testing Differences - Total gross value is comprised of Off Lease Fuel (Field Fuel), On lease 
Fuel, Vented and Flared, Processed (Residue) Gas, and Liquids. Once gross value is calculated, it 
is multiplied by the royalty percentage to arrive at the royalty value that should have been paid. 
(See Attachment IV) 

a. Off Lease Fuel (Field Fuel) - Field fuel was reported on the plant settlement statements; 
however, it was not reported to the GLO. Billing reflects the difference, at the residue 
price for both MF I 061 I 6 and MF 1 I 8859. 

b. NGL Differences - Total Liquid value obtained from the plant settlement statement and 
multiplied by the tract participation factor. The GLO will value any negative 
prices/values from the plant settlement statement at $0.00. The GLO will not absorb in 
any negative pricing transactions from gas and/or NOL values 

c. Process Gas Differences - Total residue value taken from the plant settlement statement 
and multiplied by tract participation factor. 

d. Payments for MF 18859 were paid on MF106 I 16. Payments were reallocated and 
subtracted from the royalty due to determine the difference, see Attachment IV. 

2. Oil Price Difference 
a. For MF106116 and MFl 18859 July 2020, the oil price listed on Lion Oil Trading Run 

Statement is $38.34 70 and $36.17790 was reported to the GLO. The difference of 
$2.1691 is applied to the volumes and reflected on the billing. See Attachment IV. 

b. Payments for MF 18859 were paid on MF I 06 I 16. Payments were real located and 
subtracted from the royalty due to determine the difference, see Attachment IV. 

Total Additional Royalty Due: 
(See Attachment I) 

$141.258.51 



PENALTY (1) 
For delinquent royalty 

For delinquent report, 
affidavit, or other document 

INTEREST (2) 
For delinquent royalty 

(I) 31 TAC §9.51 (b)(3) (A) 

ATTACHMENT ill 

SUMMARY OF PENALTY/ INTEREST ASSESSMENT RULES 
FOR DELINQUENT ROYALTIES AND DELINQUENT 

REQUIRED REPORTS OR DOCUMENTS 

Due Before 10/1/75 Due After 10/1/75 and Before Due After 9/1/85 (Production 
(Production prior to 9/1/85 (Production 8/1/75 7/1/85 through 12/31/09) 

8/1/75) through 6/30/85) 

(2) For delinquencies of30 
days or less, the greater of 5% 

The greater of I% of the of the delinquent amount or 
None delinquent amount or $5.00 for $25.00; for delinquencies of 

each 30-day delinquency more than 30 days, the greater 
of I 0% of the delinquent 
amount or $25.00 

None 
$5.00 per document for each 30 $10.00 per document for each 

day period of delinquency 30-day period of delinquency 

6% per year, simple; accrual 6% per year, simple; accrual 
(3) 12% per year, simple; 

begins 30 days after due date begins 30 days after due date 
accrual begins 60 days after due 

date 

Due After 2/26/10 (Production 1/1/10 
through present) 

(2) For delinquencies of30 days or Jess, the 
greater of5% of the delinquent amount or 
$25.00; for delinquencies of more than 30 
days, the greater of 10% of the delinquent 
amount or $25.00 

$10.00 per document for each 30-day period 
of delinquency 

( 4) Prime plus 1 % set on the first business 
day of each calendar year 

(2) Penalties are not assessed in cases of title dispute as to the state's portion of the royalty or to royalty in dispute as to fair market value except when fraud is involved, in which 
case the fraud penalty is applicable. Penalty provisions are found at Tex Nat. Res. Code Ann §52. 131 (e) (f) (h). 

(3) Tex Nat. Res. Code Ann §52.131 (g) 

(4) Per 31 TAC §9.S I (b) (3) (E), the interest rate on past due royalty is Wall Street Journal Prime plus 1 %, to be adjusted annually. 

Calendar Year Prime Rate Interest Rate 

.. 2010-2015 3.25% J • > ' 
4.25% 

2016 3.50% 4.50% 
2017 3.75% 4.75% 

2018 4.50% · 5.50% 

2019 5.50% . . . 6.50% , . .. . 2020 4.75% . , . . •5,75% 

2021 3.25% 
. 

4.25% 

A royalty payment that is not accompanied by the required royalty affidavit identifying the GLO lease number is delinquent, 31 TAC §9.51 (2) (B). 
The state's power to forfeit a lease shall not be affected by the assessment or payment of any delinquency, penalty, or interest provided in 31 TAC §9.51 (b) (3) (D). 

updated as of 03182021 

I 



OLO Review: Alo 011 and Ga■ 

Umlled Tudng: OH Royalty Dc.e An~ 
Lease: MF104116. Lauren State 30 fH 

RRC Dlttrlct: M /County: Ree..-es 
Audit Period: ot/2011 • 0,120t0 

Putpooe: To - ,_ QM fO'/ally - - by~,,,_ GL03royolly paid to a """"""9d royo/l)' -

conaau.k>n: rotttlot$75,012 Mia due lo the GLOforund« peyn»nt or gas on MF1181DB 

1 , , . , 0 ' • • 
Calculated gr01a Cak:ulated groaa Calculated value for Calculaled value of Calculated value or Total Roallocalod 

''°"""'"" Value fot off Vah•for Vented and Flared Processed gu P8f Liquids per Calc:ulated groaa lloyoltyO... Royalty Paid 
MOnlh Leauuae ON-1..euellM o .. Plant Statement Plant Statement Value 

(F5eld Fuel) Gl02 Gl02 (21+(3)•(4)+(5)•(•1 (7) x.25% 
'NoleA' 'Noto B• INoteB• 'Note Cl !NoteD) (Note El fNotoFI 

201000 $7 99451 $0,00 s2 36"73 $104 655.10 $203 736.14 5318 752 55 $79 611.14 $70,8S646 
201010 Si 193,70 $000 $552,66 $107 256,16 $181249,43 $297 262.65 $74 31S.,6 $6,,044,69 
201911 S6183.S4 50.00 SO.DO $80960.73 $183 597.26 $270 741.53 $67 615,38 $60 654,09 

201912 $6 321,64 S0.00 $1,71 $82 756,72 $159 002.68 $248 082.74 $62 020,69 $55 S64.43 
202001 $4 255.95 $0.00 $15.1. $55 823.76 $130535.14 $190,630.04 $47 657,Sl $41,916.29 
Z02002 $1,953,50 $000 $000 $25 623,22 S91,541,89 $119,125.61 $29 7&140 $25,960.16 
202003 $1,253.43 $0.00 $61.15 $15 774,64 $64,401.14 $11493.06 $20 373 27 $16,247.9& 
202004 $5,20 $2 53 $025 S72.56 S35.168 52 <35,249 OS $8,112 26 $1,913.76 
202005 $4,6s.c.5, $471 57 $21741 $'"4,993 43 s,1,301.,s $137,'3193 $34 409 73 $29,733 29 
202006 $4,743.62 $1154 at $2,164.86 $'6 234 36 $69.S96.32 $143,893.96 S35 973.49 $30,138.09 
202007 $4,023.47 $1,311.23 $6,402 35 $~632.15 $90.697,IO $153074 70 $38 261,&I $33,683.02 
202008 $4.035.3S $1 379 94 $1 310 , .. $50 717.30 $119,739.09 $177 25212 $44 313.03 $39,369,IO 

Total $53 611.53 S4 327 08 $13 093.45 $70S 511.51 $1 396 576.37 $2 173,196.94 $543 299.24 $479 682,06 -A MM8TU Field fuel obtatnff from ttl,e, ,ia,nt ,etdement ,t ... ment, mukk,Ned b\l' the Aesidue pr-la- lk-ted on the ,tant settleMitnt sttt4iment no.uklphd by Tir.ck parilclp1tlon t.dOf 

8 Y-elves obtH'led from GLOJ: report 

C Yaiva obtH'lfll from plant st•temmt $>f'Clvided by operMOr 

D v.iuu oblai'led from P'anl etal&mtnl provdfd by opt{ltOI'. Total c.f N(3l ttom plant ltatemenl. (If negMN11 elhane balance, added beok) ~ie<I by Tract pa~lpadc,l fKtor 

E Total iron vak.11! F™Jttipfjed by roy111ty r11te for ro-,.ttydue 

Obtained from the GL03 reports, net U,e differfflces between Mf-1061.li and MfllUS9. Unffr ■nd oYer p■ym.nts from MF11185!1 a91>lltd ta MF>10611G, 

Correct Pa\'fMl'lls fOf both feasts, se-e Gu Payment Re■Nocatk>n tab. 

G GLO pen•ltv a1ld N\11Ht1,t HIUJment (Sff ffl.ldmlel'l1 ltl) 

Unft Tract PwUclptltlon Feiet,or 
1132 0.Afi75V73 

10 ll11 1121 1131 (141 I U \ 

Number of lnterut Rate Penalty Interest Addltfonal 

- Royalty Due Days late For AdcNdonal fromAcldftklnal From Additional Revenu. 
Royalty Roy11ty Royalty Due 

f&HO) (10+13+U) 
INotoGI 1Note0> tNotoGI /Nole 01 

$8 83168 746 6,50% SM317 $ 1 0&0.49 $10,795 34 
SI 27097 716 6.- $827. 10 $967.70 $10,005,77 
$7 031 29 685 6.50% $703.13 $783,84 $8 518,26 
$6 456 26 654 6,50% $845 83 $61>4.10 $7785119 
$5 741 22 625 5.75% $574. ,2 $511,91 $6 827,25 
$312124 594 5. 75% $382 12 $322.06 $4 525.42 
$4125 29 564 S.75-" '412 53 $328.19 $4 866,01 
{$1,;01 SO 533 5 75" sooo S0.00 -S101Sl 

$4.67644 503 5 75" $467 64 $32709 $5471 11 
$5,23540 472 5.75" $523 54 S:340.62 $6099 56 
S4 <a5.66 441 5.75" S45e.57 $275.9'5 $5 320 19 
S4 943,23 411 5.75" $494.32 $274 11 $5 711,66 

~63 617.1& $6 371.87 $5,896.07 $75,liS,12 



GlO At-....: Rio OM and 0.. 

UmRedT .. llnt: a.,R.,,./lyOuo..,.... 
LHH: llflfH51 
RRC Olatrld: ot I County: RHVN 
Audit Period: C>a/2011 - 0f/2020 

Pu<pou: To"°'"1~r1<'""""'1d<JO...._i,y~li>eGL03-f'okJIO•o-dn,yoity-. 

Concklslon: AddlUonMroyaltydueS&,e,a.43, 20200ilpayment nol reee/v«Jll)Wflhla IH••· cndlted underMF1DG11d. ~ made onll>iil INN torMP1~11·6, olherl9N• In lllll, l'Nlloo-.d . 

. . . . . -· 
Clllcuitited g roH Calculated gross Calculaled Yakle to, Calculated YIIIUII of C..lcuitited wive ot ,_ 

PnolllCtlu Valuefot off Valu&fcr Vem.d and Flared Pl'OCHMd gas pet' Uquldsper C.lculated gross ~-- LeueuH ON-l.HH UM Ga, Plant Statement Pitint Statement V•lue 
(Field FueO Gl02 Gl02 (2)+(3)+(4)+(5)+(1) (7)•.26% 

(NoloA) (Nolo 8) (Nole 8) (No4eC) (Noto DI !Nolo El 

201oot (,021.16 $0.00 <ll.00 $111129.2 1 (22'"6,73 $JS7 119.IO $19 279 9S 
201110 s,.24u2 $0,00 so.2, $121 077 2l 5204 514.90 $334,11.0 1 ill n1.1s 
201111 $'979.66 $0,00 $0.00 $91 314.2S S207 235.00 $JOS 591.91 $7' JH.73 

2011112 $7 135.53 $0.00 $341 $93 411,4i $17t 473.92 $280 024.33 570006.0I 
202001 S. 103,,0 $0.00 SH.Si $63 010.95 ~147 341,25 $215 175.'6 SS3 793.92 

202002 S2 205.00 So.oo S0.00 S28 !22.15 S101335.62 $134 462.77 533 i 15.'9 
202003 $1414.11 $0.00 !:.HU $17 IOS,51 $72 '94.91 $91915.13 $22 99'.28 
202004 55.16 52,94 ~.2' $81.90 sn 69',39 $39 717,36 $9 946.14 
202005 $5 253.13 $532 32 S244.S9 573 361,20 S7Sff6.93 $155 358,86 $31839.72 
202001 .!.5 3S4.3S $1 302 a7 !-2 442.17 $74 761.11 $71556,69 $162 411,'6 Ul\'°4,'7 

202007 S. 541A9 $1486.16 57 223.92 $57 151.71 ~ 102 374,95 $172 778 93 S43 1'4.73 

202001 $4 55-4.89 .$1,SSl.63 $1477.10 $57 326,05 H35 155,24 5200072,'1 $50011,15 
Total $60521.10 $4,1&3.62 SU 4&2.SO $716,423,59 $157'312.52 $2 449 694.04 $612 423,51 -A MMITU FMld fuelobulnH from the plant setllemfflt statement. mullpMN ~ tN Resk:kM price MIWon h pfMt Ntdementstlltement multlpled ~ track pa,tldpa8Dn fK:liaf 

B Ytlfues c>bttlMd from GL02 report 

C v.kHtl obtalMd from plarlt stHftnent provided l,y opefflOf 

0 Vtfuff obtain.cl from plant &t.t.ment prcwidtd t1f o~. Total ot NOL frOft'I phlt,t~ ~ ~ tltlaM belefte.l. ldd6G back) ~ lftd ~ n-.ct pa,rtioipatb, t~ 

E Taul 1rw1 v.lu• muktpMH by ro~ rate for royelty dua 

Obtained from the GL03 reports, !let thedtfference1 betwaen Mf10C11t •n4 MF1111SSI. Under a!'ld over paymertll from Mf11MS9 -.,piled to MF'.10illi. 

Correct p1Y1Mftts fDf' both leases, see Gas .'1ymmt lle111oicUon tab. 

G GlO IMMffV Ind lnttNS1 ISM$UHl'tt (See tttac:hn'lent ltl) 

IJnl:Tff 

1132 9.l>024027 

. 
RMtlocat.d 
Royalty Paid 

(Noto Fl 

$79 979.07 

~74 SO,IO 

$614'3.17 
s,2 11a.21 

$47 312.!2 
~29 302.41 
$11331.H 

$10061.38 
533 561.31 
$34 H S.55 

$31019.'3 
S44 43157 

$541,440.06 

.. " ,. .. .. ., 

Numt»rof lnt•restbte ,.natty lntarut Addftlonal 

-"-'YO.. Da'l9late For Ad41tlo,-I From Additional From Add/Uonal ftewnu• 
.. ,.tty .. ,.tty .. ,.tty Duo 

(1),(1) {10♦13+14) 

INolo Gl !Note Gl !Note Gl (NotaGl 

s,.100.i1 ,., , .5"" ~ .00 $1 ,37_99 $11,368.86 

s, 179.95 71' 6.5"" ~ 11 00 $1 074 OS s111n.oo 
$7 93i.5i us 6.5"" $793,M $114.70 $9614.H 

$7 287.IS ,sc ,.5"" sn,.1~ sn2.21 sa 1aaas 
Si,411.00 625 S.75" SS.1.10 $577 17 $7 708.97 

4,313.21 ... S 7S'K $431.32 $363,52 S5104,05 
: 4 656.-40 ... 5,75% $465.14 $370,4 .. $5 492.48 

$114 5-4) m 5.75% $0.00 so.oo -$114.54 
S 278.34 SO! 5,75" $527.83 s:ieo.10 .$8175.lG 

: 5 909.12 472 5.7S" $500.01 $384 . .ce .$804,49 

$S 175,10 441 S,75% $517.51 $311.43 $6004,04 

~5 579.51 411 5.75" $557.De S30tUO .SC446.94 
$70,913.45 $7,109.11 s, 555.22 $14 641.41 



GLO Review: 

Limited Testing: 

Lease: 

RRC District: 

Audit Period: 

Purpose: 

Concluslon: 

(1} 

Production 

Month 

202007 

Total 

N21lll 
A 

B 

C 

D 

UnltTPF 
8832 

Rio 011 and Gas 

Oil Royalty Due Analysis 

MF106116 

08 I County: Reeves 

0912019 • 0812020 

To verify reporled oil royalty due values by comparing the GLO3 royalty paid to a calculated royalty due. 

Additional royalty due $3,633.51 

(2) (3} (4} (6) 

Lion Trading Run Statement 

011 Gross Value Royalty Due Royalty Paid Additional Royalty Due 

(2) X .26% (3)-(4) 
(Note A) (Note B) (Note C) 

$221,360.99 $55,340.25 $52,212.64 $3,127.61 

$221,360.99 $55,340.25 $52,212.64 $3,127.61 

(6) m 

Number of Interest Rate 

Days Late For Additional 

Royalty 

(Note D) (Note D) 

441 5.75% 

Values obtained from Lion Oil Trading & Transportation - Crude OU Run Statement multiplied by the Tract Participation Factor 

Total gross value of $111,147.55 multiplied by royalty rate for royalty due, see OIL Payment Reallocation 

(Bl (9) 

Penalty Interest 

From Additional From Addit ional 

Royalty Royalty 

(Note D) (Note D) 

$312.76 $193.14 

$312.76 $193.l.4 

For July 2020, the operator paid oil royalties for MF106116 & MF118859, which totaled $111,147.55. When computing the amount of oil royalty for ONLY MF106116, 

the payments paid on MF118859 ($58,934.91) were removed, which resulted in $52,212.64 for MF116106. 

GLO penalty and Interest assessment (See attachment Ill) 

0.46976973 

(10) 

Additional 

Revenue 

Due 

$3,633.51 

$3,633.51 



GLO Review: 

Limited Testing: 

Lease: 

RRC District: 

Audit Period: 

Purpose: 

Conclutlon: 

(1) 

Production 

Month 

202007 

!:!2!ll. 
A 

B 

C 

D 

Total 

UnltTPF 

8832 

Rio 011 and Gas 

Oil Royalty Due Ana/ya/a 

MF118859 

08 I County: Reeve• 

0912019 • 0812020 

To verify reported oil royalty diJe values by comparing the GLO3 royalty paid to a calculated royalty dufJ. 

Additional royalty due $4,101.31 

(2) (3) (4) (5) (6) (7) (8) (9) (10) 

Lion Trading Run Statement Number of Interest Rate Penalty Interest Additional 
011 Gross Value Royalty Due Royalty Paid Addltfonal Royalty Due Days Late For Additional From Additional From Additional 

Royalty Royalty Royalty 
(2) X .26% (3)-{4) 

(Note A) (Note B) (Note C) (Note D) (Note D) (Note D) (Note D) 

$249,860.74 $62,465.18 $58,934.91 $3,530.27 441 5.75% $353.03 $218.01 

$249,860.74 $62,465.18 $58,934.91 $3,530.27 $353.03 $218.01 

Values obtained from Lion Oil Trading & Transportation - Crude 011 Run Statement mu,ltlplied by the Tract Participation Factor 

Total gross value of $111,147.55 multiplied by royalty rate for royalty due, see OIL Payment Reallocation 

For July 2020, the operator paid oil royalties for MF106116 & M F118859, which totaled $111,147.55 on one lease. When computing the amount of oil royalty for ONLY MF118859, 
the payments paid on MF116106 ($52,212.64) were removed, which resulted in $58,934.91 for MF118859. 

GLO penalty and interest assessment (See attachment I.fl) 

0.63024027 

Revenue 

Due 

$4,101.31 

$4,101.31 



I . -

GLO Review: Rio Oil and Gas 

Limited Testing: Gas Payment Rea/location 

(1) (2) (3) 

Royalty Paid Royalty Paid 

Production MF106116 MF118859 

Month 

(Note A) (Note B) 

201909 $63,144.81 $87,690.72 
201910 $59,032.74 $81,559.75 
201911 $54,463.23 $74,654.03 

201912 $50,061.31 $68,221.35 
202001 $36,731.05 $52,498.16 
202002 $22,522.96 $32,739.68 
202003 $12,987.81 $21,600.05 

202004 $9,356.80 $9,618.34 
202005 $25,913.44 $37,381.23 
202006 $27,051.14 $38,382.50 
202007 $29,875.20 $41,827.45 
202008 $83,808.37 $0.00 

Total $474,948.86 $546,173.26 

(A): Payments made on MF106116, from GLO3 

(B): Payments made on MF118859, from GLO3 

(C): Total payments made on unit, MF106116 plus MF118859 

(D): Total royalty paid muliplied by the Tract Particiapation Factor 

(4) 

TOTAL 

(2+3) 

(Note C) 

$150,835.53 
$140,592.49 
$129,117.26 
$118,282.66 

$89,229.21 

$55,262.64 
$34,587.86 

$18,975.14 
$63,294.67 

$65,433.64 
$71,702.65 
$83,808.37 

$1,021,122.12 

(E): Royalty due minus the royalty paid, under or overpayment reapplied to analysis 

(5) (6) (7} (8} (9) 

Tract Participation Factor Tract Participation Factor Reapply Reapply 

0.46975973 0.53024027 1 MF106116 MF118859 
MF106116 MF118859 

(4x.46975973) ( 5x.53024027) (5-2) (6-3) 
(Note D) (Note D) (Note E) (Note E) 

$70,856.46 $79,979.07 $150,835.53 $7,711.65 ($7,711.65) 
$66,044.69 $74,547.80 $140,592.49 $7,011.95 ($7,011.95) 
$60,654.09 $68,463.17 $129,117.26 $6,190.86 ($6,190.86) 
$55,564.43 $62,718.23 $118,282.66 $5,503.12 ($5,503.12) 
$41,916.29 $47,312.92 $89,229.21 $5,185.24 ($5,185.24) 
$25,960.16 $29,302.48 $55,262.64 $3,437.20 ($3,437.20) 
$16,247.98 $18,339.88 $34,587.86 $3,260.17 ($3,260.17) 

$8,913.76 $10,061.38 $18,975.14 ($443.04) $443.04 
$29,733.29 $33,561.38 $63,294.67 $3,819.85 ($3,819.85) 
$30,738.09 $34,695.55 $65,433.64 $3,686.95 ($3,686.95) 
$33,683.02 $38,019.63 $71,702.65 $3,807.82 ($3,807.82) 
$39,369.80 $44,438.57 $83,808.37 ($44,438.57) $44,438.57 

$479,682.05 $541,440.07 $1,021,122.12 $4,733.19 ($4,733.19) 



GLO Review: Rio 011 and Gas 

Limited Testing: OIL Payment Rea/location 

(1) (2) (3) 

Royalty Paid Royalty Paid 

Production MF106116 MF11 8859 

Month 

(Note A) (Note B) 

202007 $439,091.96 $0.00 
Total $439,091.96 $0.00 

(A): Payments made on MF106116, from GLO3 

(B): Payments made on MF118859, from GLO3 

(C): To1al payments made on unit, MF106116 plus MF118859 

(D): Total royalty paid multiplied by the Tract Participation Factor 

(4) 

TOTAL 

(2+3) 

(Note C) 

$439,091.96 
$439,091.96 

(E): Royally due minus the royally paid, under or overpayment reapplied to analysis 

(5) (6) (7) (8) (9) 

Tract Partici pat lon Factor Tract Participation Factor Reapply Reapply 

0.46975973 0.53024027 1 MF106116 MF118859 

MF106116 MF118859 

(4x.46975973) (Sx.53024027) (5-2) (6-3) 

(Note D) (Note D) (Note E) (Note E) 

$206,267.72 $232,824.24 $439,091.96 ($232,824.24) $232,824.24 
$206,267.72 $232,824.24 $439,091.96 ($232,824.24) $232,824.24 



GLO Review: Rio OIi and Gas 

Limited Testing: Gas Payment Reallocation - Unit royalty due 

(1) (2) (3) (4) 

MF106116 MF118859 
Production Royalty Due Royalty Due Total 

Month 

(Note A) (Note A) 

201909 $79,688.14 $89,279.95 $168,968.09 
201910 $74,315.66 $83,727.75 $158,043.42 
201911 $67,685.38 $76,399.73 $144,085.11 
201912 $62,020.69 $70,006.08 $132,026.77 
202001 $47,657.51 $53,793.92 $101,451.43 
202002 $29,781.40 $33,615.69 $63,397.09 
202003 $20,373.27 $22,996.28 $43,369.55 
202004 $8,812.26 $9,946.84 $18,759.10 
202005 $34,409.73 $38,839.72 $73,249.45 
202006 $35,973.49 $40,604.67 $76,578.16 
202007 $38,268.68 $43,194.73 $81,463.41 
202008 $44,313.03 $50,018.15 $94,331.18 

$543,299.24 $612,423.51 $1,155,722.74 

(A): Calculated gross value multiplied by royalty rale for royalty due for respective leases 

(.B): Total royalty due multiplied by tract participation factor 

(C): Difference between reallocated royalty paid and royalty due 

(5) 

MF106116 
Reallocated 

Royalty Paid 

(Note B) 

$70,856.46 
$66,044.69 
$60,654.09 
$55,564.43 
$41,916.29 
$25,960.16 
$16,247.98 

$8,913.76 
$29,733.29 
$30,738.09 
$33,683.02 
$39,369.80 

$479,682.06 

(6) (7) (8\ (9) (10) 

MF118859 MF106116 MF118859 
Reallocated Toatal Additional Royalty Due Additional Royalty Due Total 
Royalty Paid 

(2)-(5) (3)-(6) 
(Note B) (Note C) (Note C) 

$79,979.07 $150,835.53 $8,831.68 $9,300.88 $18,132.56 
$74,547.80 $140,592.49 $8,270.97 $9,179.95 $17,450.93 
$68,463.17 $129,117.26 $7,031.29 $7,936.56 $14,967.85 
$62,718.23 $118,282.66 $6,456.26 $7,287.85 $13,744.11 
$47,312.92 $89,229.21 $5,741.22 $6,481.00 $12,222.22 
$29,302.48 $55,262.64 $3,821.24 $4,313.21 $8,134.45 
$18,339.88 $34,587.86 $4,125.29 $4,656.40 $8,781.69 
$10,061.38 $18,975.14 ($101.50) ($114.54) ($216 04) 
$33,561.38 $63,294.67 $4,676.44 $5,278.34 $9,954.78 
$34,695.55 $65,433.64 $5,235.40 $5,909.12 $11,144.52 
$38,019.63 $71,702.65 $4,585.66 $5,175.10 $9,760.76 
$44,438.57 $83,808.37 $4,943.23 $5,579.58 $10,522.81 

$541,440.06 $1,021,122.12 $63,617.18 $70,983.45 $134,600.62 



DUE 

MF106116 $ 52,212.64 
MF118859 $ 58,934.91 

$ 111,147.55 

Unit Number 

116 RD 859 RD total 

PAYS 
$ 111,147.55 
$ 41,827.45 

Unit Number 

116 alloc RP 850 Alloc R total 



- - - . . - --- ·--- - - " . - . - " 



March 17, 2021 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH , COMMISS IONER 

Rio Oil and Gas (Permian) Il LLC 
3 Waterway Square Place 
Suite 500, The Woodlands, TX 77380 
Attention: Ryan Reese 
rreese@opportune.com 

Sent via email 

RE: Lease Compliance Review of selected lease MF106116, operated by Rio Oil and Gas (Permian) 11 
LLC. 

Dear Ryan Reese: 

The Texas General Land Office (GLO) maintains a field audit program to monitor State oil and gas 
production and royalty revenue in accordance to the regulations set forth in Section 52.135 of the Texas 
Natural Resources Code. The audit program is designed to help ensure accurate and proper reporting of 
royalty revenues to the State of Texas. In addition to conducting royalty audits, we have implemented a 
Lease Compliance Review Program (LCRP). 

A site visit to the lease(s) referenced above was conducted in November 2020 by a GLO inspector. As part 
of our observation during the visit, the GLO inspector provided us with a walkthrough of the well(s) 
assoc iated with the lease(s) above and field schematics. The information received will help explain or 
demonstrate the operations, equipment, and metering of the production. 

After review of the information provided by the GLO inspector, the auditors will request information 
related to the lease, which may include but is not limited to: Purchase/Remittance Statements, Allocation 
Statements, Plant Settlement Statements, and Meter Statements. 

Please contact Merlin Daniel at merlin.daniel@glo.texas.gov for any questions. We thank you in advance 
for your attention and assistance in this effort. Let us know when you have received this email. 

Sincerely, 

~...._..-r-- aa- -
lfrian R'fy;t, MBA, CFE 

Director of Minerals Audit 
Texas General Land Office 

(512) 463-0154 / brian.raygon@glo.texas.gov 

Ltr Log #03 12 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo.texas.gov 



If 1 File No . ...._ _ _ /_o_b_/ /_i ___ _ 
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TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH , COMMlSSJONER 

January 10, 2022 

Rio Oil and Gas Permian II LLC 
3 Waterway Square Place 
Suite 500 The Woodlands, TX 77380 
Attention: Karen Steiner 

CERTIFIED MAIL NO: Sent via email 

RE: Lease Compliance Review Billing Notice on State Leases MF106116 and MF118859 

Dear Ms. Steiner, 

The Minerals Audit Division of the Texas General Land Office (GLO) has completed a lease 
compliance review of the above referenced leases operated by Rio Oil and Gas Permian. This 
review covered the reporting period of September 2019 through August 2020 and of the 
materials you sent to us at our request. It was determined that $168,268.42 is due. For 
MF106116, the royalty due amount is comprised of $66,744.79 in royalty, $6,684.63 in penalty 
and $6,089.21 in interest. For MFl 18859, this amount is comprised of $74,513.72 in royalty, 
$7,462.84 in penalty and $6,773.23 in interest, which has been computed through November 30, 
2021 in accordance with Section 52.131 of the Texas Natural Resources Code. 

The following documents are attached in support of our findings. 
• Summary of the compliance review exceptions by lease (Attachment I); 
• Lease Compliance Review Report (Attachment II); 
• The procedures used for assessment of penalties and interest (Attachment III); and 
• Supporting Schedules that include the amount of royalty due (Attachment IV). 

To ensure your leases remain in good standing with the GLO, please respond to this notice by 
February 10, 2022. Payment of this notice should be submitted separately from monthly royalty 
payments you may be remitting. To ensure proper credit, your payment can be either mailed to 
my attention, along with a copy of this letter or paid via TexNet. 

If you have any questions, please contact Merlin Daniel at merlin.daniel@glo.texas.gov or call 
512-475-5024. 

Sincerely, 

~~:, CFE 
Director of Minerals Audit 
Texas General Land Office 
(512) 463-0154 / brian.raygon@glo.texas.gov 
Ltr Log# 0331 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-5001 glo.texas.gov 



Phantom Wolfcamp - Expedition State Unit 71-67 ( IH, 21-1, 41-1) 
MF I06116 and MFI 18859 
Lease Compliance Review Exception 

A. Phantom Wolfcamp - Expedition State Unit 71-67 (I H, 2H, 4H) 
Stale Lease No. MFl06116 

I . Failure to repo1t and pay correct gas gross production 

B. Phantom Wolfcamp - Expedition Sta te Unit 71-67 (ll-1, 2H, 4H) 
Stale Lease No.MFI06116 

I. Failure to report and pay on correct oil prices 

C. Phantom Wolfcamp - Expedition State Unit 71-67 (! H, 2H, 41-1) 
State Lease No. MF I 18859 

1. Failure to report and pay correct gas gross production 

D. Phnntom Wolfcamp - Expedition State Unit 71-67 ( I H, 21-1, 41-1) 
State Lease o. MF 11 8859 

I. Failure to report and pay on correct oil prices 

To/{(/: 

TOTAL ROYALTY DUE 

ATTACHMENT I 

RIO OIL AND GAS PERMIAN 11 LLC 

SUMMARY OF COMPLIANCE REV IEW EXC EPT IONS 

RELAT ED 
ATTACHMENT/ SHEET 

NAME 

Attachment IV- MF106116 

Attachment IV- MFl06116 Oil 

Attachment IV-MF118859 

Attachment IV- MF! 18859 Oil 

ADD ITIONA L 
ROYALTY 

$63,6 17.18 

$3,127.6 1 

$70.983.45 

$3,530.27 

$141 ,258.5 1 

$141 ,258.51 

Page 1 of 1 

PENALTY 
THROUG H 

11 /30/2021 

$6,37 1.87 

$312.76 

$7,109.81 

$353 03 

$ 14,147.47 

$14,147.47 

INTEREST 
THROUGH 
1 l/30/2021 

$5 ,896.07 

$193.14 

$6.555.22 

$218.01 

S12,862.44 

$12,862.44 

TOTAL 
REVENUE 

DUE 

$75,885.12 

$3,633. 51 

$84,648.48 

$4,101.3 1 

$168,268.42 

$168,268.42 

PRODUCTION 
MONTHS 

COVERED 

09/19-08/20 

09/19-08/20 

09/19-08/20 

09/19-08/20 



ATTACHMENT II 

Lease Compliance Review Report 
Rio Oil and Gas Permian II LLC 

Discussion of Lease Compliance Review Exceptions 

The Texas General Land Office (GLO) has completed a Lease Compliance Review of State Lease 
MF106116 and MF118859. The scope of the review included oil and gas volumes and royalty revenues 
for the production months of September 2019 through August 2020 . The Lease Compliance Review is 
limited in scope and is not considered an audit. A detailed summary of our findings is noted below. 

As a result of our compliance review, we have concluded the State is due additional royalty. The 
exceptions and related details are summarized below. Discrepancies noted in the review period are 
calculated fro m September 2019 through August 2020. 

1. Failure to report and pay correct royalty on gas gross production. 

For the production months September 2019 through August 2020, Rio Oil and Gas failed to report and 
pay the correct royalty on the gas gross production from Expedition State Unit 71-67, MF106116 and 
MFJ 18859. Paragraph 4(C) of the lease agreement states that royalty should be paid on gross 
production or the market value thereof. 

Lease Agreement for Mineral Lease No. MF106116 and MF118859, paragraph 4(C) states: 
(4C) "PROCESSED GAS: As a Royalty on any gas processed in a gasoline plant or other plant for 
the recovery of gasoline or other liquid hydrocarbons, one-fourth part of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the option of the lessor. All royalties 
due herein shall be based on one hundred percent (l 00%) of the total plant production ofresidue gas 
attributable to gas produced from this lease ... " 

Lease Agreement for Mineral Lease No. MFJ 06116, paragraph 4(D) states: 
( 4D) "Other Products: As a royalty on carbon black, sulphur, or any other products produced or 
manufactured from gas (excepting liquid hydrocarbons) whether said gas be "casinghead" "dry" or 
any other gas, by fractionating, burning, or any other processing. ¼ part of gross production of such 
products, or the market value thereof, at the option of Lessor, such market. .. " 

Lease Agreement for Mineral Lease No. MF118859, paragraph 4(E) states: 
(4E) "Other Products: As a royalty on carbon black, sulphur, or any other products produced or 
manufactured from gas (excepting liquid hydrocarbons) whether said gas be "casinghead" "dry" or 
any other gas, by fractionating, burning, or any other processing. ¼ part of gross production of such 
products, or the market value thereof, at the option of Lessor, such market. . . " 

2. Failure to report and pay correct royalty on oil price. 

Lease Agreement for Mineral Lease No. MF106116, paragraph 4(A) states: 
(4A) "OIL: As a royalty on oil , which is defined as including all hydrocarbons produced in a 
liquid form at the mouth of the well and also all condensate, distillate, and other liquid hydrocarbons 
recovered from oil or gas run through a separator or other equipment, as hereinafter provided, ¼ part 
of the gross production or the market value thereof, at the option of the Lessor, such value to be 
determined by I) the highest posted price, plus premium, if any, offered or paid for oil , condensate, 
distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area 



where produced and when run or, 2) the highest market price thereof offered or paid in the general 
area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the 
greater ... " 

Lease Agreement for Mineral Lease No. MF118859, paragraph 4(A) states: 
(4A) "OIL: As a royalty on Oil, one fourth (1/4) part of the Gross Production of the value thereof, at 
the option of the Lessor, such value to be calculated at the point the Oil is Ready for Sale and Use 
and without deduction for expenses, as described in section ( 4)(k), and determined by the greatest of: 
(1) the highest posted price, plus premium, if any paid or offered for Oil of a like type and gravity in 
the general area where produced and when run, (2) the highest market price thereof paid or offered 
in the general area where produced and when run, or (3) the gross proceeds of the sale thereof. 

Lease Compliance and Review Limited Testing Notes/Findings 

l. Gas Testing Differences - Total gross value is comprised of Off Lease Fuel (Field Fuel), On lease 
Fuel, Vented and Flared, Processed (Residue) Gas, and Liquids. Once gross value is calculated, it 
is multiplied by the royalty percentage to arrive at the royalty value that should have been paid. 
(See Attachment IV) 

a. Off Lease Fuel (Field Fuel)- Field fuel was reported on the plant settlement statements; 
however, it was not reported to the GLO. Billing reflects the difference, at the residue 
price for both MF106116 and MFl 18859. 

b. NGL Differences - Total Liquid value obtained from the plant settlement statement and 
multiplied by the tract participation factor. The GLO will value any negative 
prices/values from the plant settlement statement at $0.00. The GLO will not absorb in 
any negative pricing transactions from gas and/or NGL values 

c. Process Gas Differences - Total residue value taken from the plant settlement statement 
and multiplied by tract participation factor. 

d. Payments for MF18859 were paid on MF106116. Payments were reallocated and 
subtracted from the royalty due to determine the difference, see Attachment IV. 

2. Oil Price Difference 
a. For MF106116 and MFI 18859 July 2020, the oil price listed on Lion Oil Trading Run 

Statement is $38.3470 and $36.17790 was reported to the GLO. The difference of 
$2.1691 is applied to the volumes and reflected on the billing. See Attachment IV. 

b. Payments for MF18859 were paid on MF106116. Payments were reallocated and 
subtracted from the royalty due to determine the difference, see Attachment IV. 

Total Additional Royalty Due: 
(See Attachment I) 

$141,258.51 



PENALTY (1) 
For delinquent royalty 

For delinquent report, 
affidavit, or other document 

INTEREST (2) 
For delinquent royalty 

(1) 31 TAC §9.5 1 (b) (3) (A) 

ATTACHMENT ill 

SUMMARY OF PENALTY/ INTEREST ASSESSMENT RULES 
FOR DELINQUENT ROYALTIES AND DELINQUENT 

REQUIRED REPORTS OR DOCUMENTS 

Due Before 10/1/75 Due After 10/1/75 and Before Due After 9/1/85 (Production 
(Production prior to 9/1/85 (Production 8/1/75 7/1/85 through 12/31/09) 

8/1/75) through 6/30/85) 

(2) For delinquencies of 30 
days or less, the greater of 5% 

The greater of I% of the of the delinquent amount or 
None delinquent amount or $5.00 for $25.00; for delinquencies of 

each 30-day delinquency more than 30 days, the greater 
of 10% of the delinquent 
amount or $25 .00 

None 
$5 .00 per document for each 30 $10 .00 per document for each 

day period of delinquency 30-day period of delinquency 

6% per year, simple; accrual 6% per year, simple; accrual 
(3) 12% per year, simple; 

accrual begins 60 days after due 
begins 30 days after due date begins 30 days after due date 

date 

Due After 2/26/10 (Production 1/1/10 
through present) 

(2) For delinquencies of30 days or less, the 
greater of 5% of the delinquent amount or 
$25.00; for delinquencies of more than 30 
days, the greater of I 0% of the delinquent 
amount or $25.00 

$10.00 per document for each 30-day period 
of delinquency 

( 4) Prime plus 1 % set on the first business 
day of each calendar year 

(2) Penalties are not assessed in cases of title dispute as to the state's portion of the royalty or to royalty in dispute as to fair market value except when fraud is involved, in which 
case the fraud penalty is applicable. Penalty provisions are found at Tex Nat. Res. Code Ann §52.131 (e) (f) (h) . 

(3) Tex Nat. Res. Code Ann §52.131 (g) 

(4) Per 31 TAC §9.51 (b) (3) (E), the interest rate on past due royalty is Wall Street Journal Prime plus 1%, to be adjusted annual ly. 

Calendar Year Prime Rate Interest Rate 
2010 - 2015 3.25% 4.25% 

2016 3.50% 4.50% 
2017 3.75% 4.75% 
2018 4.50% 5.50% 
2019 5.50% 6.50% 
2020 4.75% 5.75% 
2021 3.25% 4.25% 

A royalty payment that is not accompanied by the required royalty affidavit identifying the GLO lease number is delinquent, 31 TAC §9.51 (2) (B). 
The state' s power to forfeit a lease shall not be affected by the assessment or payment of any delinquency, penalty, or interest provided in 31 TAC §9.51 (b) (3) (D). 

updated as of 03182021 



GLD Review: Rio Oil and Gas 

Limited Testing: Gas Royalty Due Analysis 

Lease: MF106116, Lauren State 30 1H 

RRC Distri ct: 08 /County: Reeves 

Audit Period: 0912019 - 0812020 

Purpose: To verify reported gas royalty due values by comparing the GL03 royalty paid to a calculated royally due. 

Conclus io n: Total of $75.012.86 is due to the GLD for under payment of gas on MF116106 

111 f2) /3) /4) 151 161 171 18) /9) 

Calcu lated gross Calculated gross Calculated value for Ca lculated va lue of Ca lculated value of Tota l Reallocated 
Production Value for off Value for Vented and Flared Processed gas per Liquids per Ca lcu lated gross Royalty Due Royalty Paid 

Mont h Lease use ON -Lease use Gas Plant Statement Plant Statement Value 
(Field Fuel) GL02 GL02 (2)+(3)+(4)+(5)+(6) (7) X .25% 

(Note A) (Note B) /Note B) (Note C) fNoteD) (Note El (Note Fl 

201909 $7,994.58 $0.00 $2,366.73 $104,655.10 $203,736.14 $318,752.55 $79,688.14 $70,856.46 
201910 $8,193 .70 $0.00 $552.66 $107.266.86 $181,249.43 $297,262.65 $74,315.66 $66,044.69 
201911 $6,183.54 $0.00 $0.00 $80,960.73 $183 ,5 97.26 $270,741.53 $67,685.38 $60,654.09 
201912 $6,321.64 $0.00 $1.71 $82,756.72 $159,002.68 $248,082.74 $62,020.69 $55,564.43 
202001 $4,255.95 $0.00 $15.19 $55,823.76 $130,535.14 $190,630.04 $47,657.51 $41,916.29 
202002 $1,953.50 $0.00 $0.00 $25,623.22 $91,548.89 $119,125.61 $29,781.40 $25,960.16 
202003 $1,253.43 $0.00 $61.85 $15,774.64 $64,403.14 $81,493.06 $20,373.27 $16,247.98 
202004 $5.20 $2.53 $0.25 $72.56 $35,168.52 $35,249.05 $8,812.26 $8,913.76 
202005 $4,654.56 $471.57 $217 .41 $64,993.43 $67,301.95 $137,638.93 $34,409.73 $29,733.29 
202006 $4,743 .62 $1,154.81 $2,164.86 $66,234.36 $69,596.32 $143,893.96 $35,973.49 $30,738.09 
202007 $4,023.47 $1,318.23 $6,402.35 $50,632.85 $90,697.80 $153,074.70 $38,268.68 $33,683.02 
202008 $4,035.35 $1,379.94 $1,310.44 $50,787.30 $119,739.09 $177,252.12 $44,313.03 $39,369.80 

Total $53,618.53 $4,327.08 $13,093.45 $705,581.51 $1,396,576.37 $2,173,196.94 $543,299.24 $479,682.06 

Notes: 
A MMBTU Field fuel obta ined fro m the plant settlement statement, multiplied by the Residue price listed on the plant settlement statement multiplied by Track participation factor 

B Values obtained fro m GL02 report 

C Values obtained from plan t statement provided by operator 

D Values obtained from plant statement provided by operator. Total of NGL fr om pla nt statement (if negative ethane balance. added back) multiplied by Tract participation facto r 

E Total gross value mu ltiplied by royalty rate fo r royalty due 

Obtained from the GL03 reports, net the differences between MF106116 and MF118859. Under and over payments from MF118859 applied to MF106116. 

Correct payments for both leases, see Gas Payment Reallocation tab. 

G GLO penalty and interest assessment (See attachment Ill) 

Unit Tract Participation Factor 

8832 0.46975973 

110) 111 1 1121 1131 1141 1151 

Number of Inte rest Rate Penalty Interest Additional 
Additional Royalty Due Days Late For Additional From Additional From Additional Revenue 

Royalty Roya lty Royalty Due 
(8)-(9) (10+13+14) 

(NoteG) (Note G) (NoteG ) (NoteG) 

$8,831.68 746 6.50% S883.17 S1,080.49 $10,795.34 
$8,270.97 716 6.50% S827 .1 0 S967.70 $10,065.77 
$7,031.29 685 6.50% $703.13 S783.84 $8,518.26 
$6,456.26 654 6.50% $645,63 S684.10 $7,785.99 
$5,741.22 625 5.75% $574. 12 $51 1.91 $6,827.25 
$3,821.24 594 5.75% $382.1 2 $322.06 $4,525.42 

$4,125.29 564 5.75% $412.53 S328.19 $4,866.01 
($101.50) 533 5.75% SO.OD SO.OD -$101 .50 

$4,676.44 503 5.75% $467.64 S327.09 S5,471.17 
$5,235.40 472 5.75% $523.54 $340,62 S6,099.56 

$4,585.66 441 5.75% $458.57 S275.96 $5,320.19 
$4,943.23 411 5.75% $494.32 $274.11 S5,711.66 

$63,617.18 $6,371.87 $5,896.07 $75,885 .12 



GLO Review: Rio Oil and Gas 

Limited Testing: Gas Royalty Due Analysis 

Lease: MF11BB59 

RRC District: OB !County: Reeves 

Audit Period: 0912019. 0812020 

Purpose: To verify reported gas royalty due values by comparing the GL03 royally paid lo a calculated royally due. 

Conc lusion: Additional royalty due $84648.43. 202008 payment not received under this lease. credited under MF106116. Payments made on this /ease for MF106116, other lease in unit. reallocated. 

(1) 

Production 
1\-'lonth 

201909 
201910 
201911 

201912 
202001 
202002 

202003 

202004 

202005 
202006 

202007 

202008 
To tal 

G 

Unit TPF 

(2) (3) (4) (5) (6) (7) (8) 

Calcu lated gross Calculated gross Calculated value for Calc ulated value of Calc ulated value of Total 
Value fo r off Value fo r Vented and Flared Processed gas per Liquids per Calculated gross Royalty Due 

Lease use ON.Lease use Gas Plant Stateme nt Plant Statement Value 
(Fie ld Fuel) GL02 GL02 (2)+(3)+(4)+(5)+(6) (7) X ,25% 

(Note A) (Note B) (Note B) (Note C) (Note D) (Note E) 

$9,023.86 $0.00 $0.00 $118,129.21 $229,966.73 $357,119.80 $89,279.95 
$9,248.62 $0.00 $0.26 $121,077.23 $204,584.90 $334,911.01 $83,727.75 
$6,979.66 $0.00 $0.00 $91,384.25 $207,235.00 $305,598.91 $76,399.73 
$7,135.53 $0.00 $3.41 $93,411.46 $179,473.92 $280,024.33 $70,006.08 
$4,803.90 $0.00 $19.56 $63,010.95 $147,341.25 $215,175.66 $53,793.92 
$2,205.00 $0.00 $0.00 $28,922.15 $103,335.62 $134,462.77 $33,615.69 
$1,414.81 $0.00 $69.83 $17,805.58 $72,694.91 $91,985.13 $22,996.28 

$5.86 $2.94 $0.26 $81.90 $39,696.39 $39,787.36 $9,946.84 
$5,253.83 $532.32 $244.59 $73,361.20 $75,966.93 $155,358.86 $38,839.72 
$5,354 .35 $1,302.87 $2,442.87 $74,761.88 $78,556.69 $162,418.66 $40,604.67 
$4,541.49 $1,486.86 $7,223.92 $57,151.71 $102,374.95 $172,778.93 $43 ,194.73 
$4,554.89 $1,558.63 $1,477.80 $57,326.05 $135,155.24 $200,072.61 $50,018.15 

$60,521.80 $4,883.62 $11,482.50 $796,423.59 $1,576,382.52 $2,449,694.04 $612,423.51 

MM BTU Field fuel obtained from the plant settlement statement, multiplled by the Residue price listed on the plant settlement statement multiplied by Track participation factor 

Values obtained from GL02 report 

Values obtained from plant statement provided by operator 

Values obtained from pl ant statement provided by operator. Total ol NGL from pla nt statement {i f negative ethane balance, added back) multiplied by Tract participation factor 

Total gross va lue multiplied by royalty rate for roya lty due 

Obta ined from th e GL03 reports, net the differences between MF106116 and MF118859. Under and over payments from MF118859 a pplied to MF106116. 
Correct payments for both leases, see Gas Payment Realloactlon ta b. 

GLO penalty and interest assessment (See attach ment Ill) 

8832 0.53024027 

(9) 

Reallocated 
Royalty Paid 

(Note F) 

$79,979.07 

$74,547.80 
$68,463.17 

$62,718.23 
$47,312.92 
$29,302.48 

$18,339.88 

$10,061.38 
$33,561.38 
$34,695.55 

$38,019.63 
$44,438.57 

$541,440.06 

(10) (11) (12) (13) {14) (15) 

Number of Interest Rate Penalty Interest Additiona l 
Addltlona l Roya lty Due Davslate For Add itional From Additional From Additional Revenue 

Roya lty Roya lty Royalty Du, 
(8)-(9) 110+13+14) 

(Note G) (NoteG) (Note G) {Note G) 

$9,300.88 746 6.50% S930.09 51,137.89 S11,368.86 
$9,179.95 716 6.50% $918.00 $1 ,074.05 S11,172.00 
$7,936.56 685 6.50% $793.66 $884.76 59,614.98 
$7,287.85 654 6.50% S728.79 $772.21 58,788.85 
$6,481.00 625 5.75% $648.10 S577.87 57,706.97 
$4,313.21 594 5.75% S431.32 S363.52 $5, 108,05 
$4,656.40 564 5.75% $465.64 $370.44 55,492.48 
($ 114.54) 533 5.75% SO.OD S0.00 -S114.54 

$5.278.34 503 5.75% 5527.83 S369.19 S6.175.36 
$5,909.12 472 5.75% S590.91 $384.46 $6,884.49 
$5,175.10 441 5.75% S517.51 S311.43 $6,004.04 
$5,579.58 411 5.75% S557.96 $309.40 $6,446.94 

$70,983.45 $7,109.81 $6,555.22 $84,648.48 



GLO Review: 

Limited Testing: 

Lease : 

RRC District: 

Audit Period: 

Purpose: 

Conclusion : 

(1) 

Production 

Month 

202007 

Total 

Notes: 

A 

B 

C 

D 

Unit TPF 

8832 

Rio Oil and Gas 

Oil Royalty Due Analysis 
MF106116 

08 I County: Reeves 
09/2019 - 08/2020 

To verify reported oil royalty due values by comparing the GL03 royalty paid to a calculated royalty due. 

Additional royalty due $3,633.51 

(2) (3) (4) (5) 

Lion Trading Run Statement 

Oil Gross Value Royalty Due Royalty Paid Additional Royalty Due 

(2) X .25% (3)-(4) 

(Note A) (Note B) (Note C) 

$221,360.99 $55,340.25 $52,212.64 $3,127.61 

$221,360.99 $55,340.25 $52,212.64 $3,127.61 

(6) (7) 

Number of Interest Rate 

Days Late For Additional 

Royalty 

(Note D) (Note D) 

441 5.75% 

Va lues obtained from Lion Oil Trad ing & Transportation - Crude Oil Run Statement multiplied by the Tract Participation Factor 

Total gross val ue of $111,147.55 multiplied by royalty rate for roya lty due, see OIL Payment Reallocation 

(8) (9) 

Pena lty Interest 

From Additional From Additional 

Royalty Royalty 

(Note D) (Note D) 

$312.76 $193.14 

$312.76 $193.14 

For July 2020, the operator paid oil roya lties for MF106116 & MF118859, which totaled $111,147.55 . Whe n computing the amount of oil roya lty for ONLY MF106116, 
th e payments paid on MF118859 ($58,934.91) were removed, which resulted in $52,212.64 for M F11 6106. 

GLD penalty and interest assessment (See attachment Ill ) 

0.46975973 

(10) 

Additional 

Revenue 

Due 

$3,633.51 

$3,633.51 



GLO Review: 

Limited Testing: 

Lease: 

RRC District: 

Audit Period: 

Purpose: 

Conclusion: 

(1) 

Production 

Month 

202007 

Total 

Notes: 

A 

B 

C 

D 

Unit TPF 
8832 

Rio Oil and Gas 

Oil Royalty Due Analysis 

MF118859 

08 I County: Reeves 

09/2019 • 08/2020 

To verify reported oil royalty due values by comparing the GL03 royalty paid to a calculated royalty due. 

Additional royalty due $4,101.31 

(2) (3) (4) (5) 

Lion Trading Run Statement 

Oil Gross Value Royalty Due Royalty Paid Additional Royalty Due 

(2) X .25% (3)-(4) 

(Note A) (Note B) (Note C) 

$249,860.74 $62,465 .18 $58,934.91 $3,530.27 

$249,860.74 $62,465.18 $58,934.91 $3,530.27 

(6) (7) 

Number of Interest Rate 

Days Late For Additiona l 

Royalty 

(Note D) (Note D) 

441 5.75% 

Values obtained from Lion Oil Tradin g & Transportation - Crude Oil Run St atement multiplied by the Tract Participation Factor 

Total gross va lue of $111,147.55 multiplied by royalty rate for roya lty due, see OI L Payment Reallocation 

(8) (9) 

Penalty Interest 

From Additional From Additional 

Royalty Royalty 

(Note D) (Note D) 

$353 .03 $218.01 

$353 .03 $218.01 

For July 2020, the operator pa id oil royalties for MF106116 & MF118859, which totaled $111,147.55 on one lease. When computing the amount of oi l royalty for ON LY MF118859, 

the payments paid on M F116106 ($52,212 .64) were removed, wh ich resulted in $58,934.91 for MF118859. 

GLO penalty and interest assessment (See attachment Ill} 

0.53024027 

(10) 

Additional 

Revenue 

Due 

$4,101.31 

$4,101.31 



GLO Review: Rio Oil and Gas 

Lim ited Testing: Gas Payment Reallocation 

(1) (2) (3) 

Royalty Paid Royalty Paid 

Production MF106116 MF118859 

Month 

(Note A) (Note B) 

201909 $63,144.81 $87,690.72 
201910 $59,032.74 $81,559.75 
201911 $54,463.23 $74,654.03 
201912 $50,061.31 $68,221.35 
202001 $36,731.05 $52,498.16 
202002 $22,522.96 $32,739.68 
202003 $12,987 .81 $21,600.05 
202004 $9,356.80 $9,618.34 
202005 $25,913.44 $37,381.23 
202006 $27,051.14 $38,382.50 
202007 $29,875.20 $41,827.45 
202008 $83,808.37 $0.00 

Total $474,948 .86 $546,173 .26 

Notes: 

(A): Payments made on MF106116, from GL03 

(B): Payments made on MF118859, from GL03 

(C): Total payments made on unit, MF106116 plus MF118859 

(D): Total royalty paid muliplied by the Tract Particiapation Factor 

(4) 

TOTAL 

(2+3) 

(Note C) 

$150,835.53 

$140,592.49 

$129,117.26 

$118,282.66 

$89,229.21 

$55,262.64 

$34,587.86 

$18,975 .14 

$63,294.67 

$65,433.64 

$71,702 .65 

$83,808.37 
$1,021,122 .12 

(E) : Royalty due minus the royalty paid , under or overpayment reapplied to analysis 

(5) (6) (7) (8) (9) 

Tract Participation Factor Tract Participation Factor Reapply Reapply 

0.46975973 0.53024027 1 MF106116 MF118859 

MF106116 MF118859 

(4x.46975973) ( 5x.53024027) (5-2) (6-3) 

(Note D) (Note D) (Note E) (Note E) 

$70,856.46 $79,979 .07 $150,835.53 $7,711 .65 ($7,711.65) 
$66,044.69 $74,547.80 $140,592.49 $7,011 .95 ($7,011.95) 

$60,654.09 $68,463 .17 $129,117.26 $6,190.86 ($6,190.86) 

$55,564.43 $62,718 .23 $118,282.66 $5,503.12 ($5,503 .12) 
$41,916.29 $47,312.92 $89,229.21 $5,185.24 ($5,185 .24) 

$25,960.16 $29,302.48 $55,262.64 $3,437 .20 ($3,437 .20) 

$16,247.98 $18,339.88 $34,587.86 $3,260.17 ($3,260 .17) 

$8,913.76 $10,061.38 $18,975.14 ($443 .04) $443 .04 
$29,733 .29 $33,561.38 $63,294.67 $3,819 .85 ($3,819.85) 

$30,738.09 $34,695.55 $65,433 .64 $3,686.95 ($3,686.95) 

$33,683.02 $38,019 .63 $71,702.65 $3,807.82 ($3,807.82) 

$39,369.80 $44,438.57 $83,808.37 ($44,438.57) $44,438.57 
$479,682.05 $541,440 .07 $1,021,122. 12 $4,733.19 ($4,733.19) 



GLO Review: Rio Oil and Gas 

Limited Testing: OIL Payment Reallocation 

(1) (2) (3) 

Royalty Paid Royalty Paid 

Production MF106116 MF118859 

Month 

(Note A) (Note B) 

202007 $439,091.96 $0.00 
Total $439,091.96 $0.00 

Notes: 

(A): Payments made on MF106116, from GL03 

(B) : Payments made on MF118859, from GL03 

(C): Total payments made on unit, MF1061 16 plus MF118859 

(D) : Total royalty paid multiplied by the Tract Participation Factor 

(4) 

TOTAL 

(2+3) 

(Note C) 

$439,091 .96 
$439,091 .96 

(E) : Royalty due minus the roya lty paid , under or overpayment reapplied to analysis 

(5) (6) (7) (8) (9) 

Tract Participation Factor Tract Participation Factor Reapply Reapply 
0.46975973 0.53024027 1 MF106116 MF118859 
MF106116 MF118859 

( 4x.46975973) (5x.53024027) (5-2) (6-3) 
(Note D) (Note D) (Note E) (Note E) 

$206,267 .72 $232,824.24 $439,091 .96 ($232,824.24) $232,824.24 
$206,267 .72 $232,824.24 $439,091 .96 ($232,824.24) $232,824.24 



GLO Review: Rio Oil and Gas 

Limited Testing : Gas Payment Reallocation - Unit royalty due 

(1) (2) (3) (4) (5) (6) (7) (Bl (9) (10) 

MF106116 MF118859 MF106116 MF118859 MF106116 MF118859 
Prod uction Royalty Due Royalty Due Total Reallocated Reallocated Total Additional Royalty Due Additional Royalty Due Total 

Month Royalty Paid Royalty Paid 

(2)-(5) (3)-(6) 
(Note A) (Note A) (Note B) (Note B) (Note C) (Note C) 

201909 $79,688.14 $89,279.95 $168,968.09 $70,856.46 $79,979.07 $150,835.53 $8,831.68 $9,300.88 $18,132.56 
201910 $74,315.66 $83,727.75 $158,043.42 $66,044.69 $74,547.80 $140,592.49 $8,270.97 $9,179.95 $17,450.93 
201911 $67,685.38 $76,399.73 $144,085.11 $60,654.09 $68,463.17 $129,117.26 $7,031.29 $7,936.56 $14,967.85 
201912 $62,020.69 $70,006.08 $132,026.77 $55,564.43 $62,718.23 $118,282.66 $6,456.26 $7,287.85 $13,744.11 
202001 $47,657.51 $53,793.92 $101,451.43 $41,916.29 $47,312.92 $89,229.21 $5,741.22 $6,481.00 $12,222.22 
202002 $29,781.40 $33,615.69 $63,397.09 $25,960.16 $29,302.48 $55,262.64 $3,821.24 $4,313 .21 $8,134.45 
202003 $20,373.27 $22,996.28 $43,369.55 $16,247.98 $18,339.88 $34,587.86 $4,125.29 $4,656.40 $8,781.69 
202004 $8,812.26 $9,946.84 $18,759.10 $8,913.76 $10,061.38 $18,975 .14 ($101.50) ($114.54) ($216.04) 
202005 $34,409.73 $38,839.72 $73,249.45 $29,733.29 $33,561.38 $63,294.67 $4,676.44 $5,278.34 $9,954.78 
202006 $35,973.49 $40,604.67 $76,578.16 $30,738.09 $34,695.55 $65,433.64 $5,235.40 $5,909.12 $11,144.52 
202007 $38,268.68 $43,194.73 $81,463.41 $33,683 .02 $38,019.63 $71,702.65 $4,585.66 $5,175.10 $9,760.76 
202008 $44,313.03 $50,018.15 $94,331.18 $39,369.80 $44,438.57 $83,808.37 $4,943.23 $5,579.58 $10,522.81 

$543,299.24 $612,423.51 $1,155,722.74 $479,682.06 $541,440.06 $1,021,122.12 $63,617.18 $70,983.45 $134,600.62 

Notes: 

(A): Calculated gross va lue multiplied by royalty rate for royalty due for respective leases 

(B): Total royalty due multiplied by tract participation factor 

(C) : Difference between reallocated royalty paid and royalty due 



DUE 

MF106116 $ 52,212.64 

MF118859 $ 58,934.91 

$ 111,147.55 

Unit Number 

116 RD 859 RD total 

PAYS 

$ 111,147.55 

$ 41,827.45 

Unit Number 

116 alloc RP 850 Alloc R total 



------------,_.County 

. Al"-tt,e--

George P. Bush, Commissioner ti)) 
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TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH , COMMISSIONER 

March 9, 2022 

Rio Oil and Gas (Permian) II LLC 
3 Waterway Square Place 
Suite 500, The Woodlands, TX 77380 
Attention: Karen Steiner 
ksteiner@rioog.com 

SENT VIA E-MAIL 

RE: Lease Compliance Review of selected lease MF106116 and MF] 18859, operated by Rio Oil 
and Gas (Permian) II LLC. 

Dear Karen Steiner: 

The Texas General Land Office (GLO) has completed a Lease Compliance Review of the 
referenced State lease. As part of the field audit program, the review is designed to ensure accurate 
and proper reporting of oil and gas volumes and royalty revenues to the State of Texas in 
accordance with the regulations set forth in Section 52.135 of the Texas Natural Resources Code. 
The scope of the review included oil and gas sales and royalty payments for the production months 
of September 2019 through August 2020 and of the materials you sent us at our request. A 
summary of the results is noted below. 

Review Summary 

I. Results of Gas Sales Volume & Value Testing 

For gas volume and value, the auditor compared the reported GLO-2 information to 
information received on the Plant Settlement Statements. Th is resulted in under valuing 
Exped ition State Unit 71-67 gas in the amount of $75,885.12 (including P&I) for 
MFl 06116 and $84,648.48 (including P&I) for MFl 18859. 

2. Results of Oil Sales Volume & Value Testing 

For oil volume, the auditor compared the reported GLOl information to information 
received on RRC, Oryx Delaware Oil Meter Tickets and Allocation Statements. There 
were no discrepancies with oil volume. For oil value, the price reported to the GLO-1 
was compared to the price on the Lion Oil Trading Run Statement, which resulted in a 
discrepancy for July 2020. The difference resulted in under valuing oil in the amount 
of $3 ,633 .51 (including P&I) for MF106116 and $4,101.3 1 (including P&I) for 
MF118859. 



3. Recommendations 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH, COMMISSIONER 

Report and pay oil and gas royalties based on the language noted in the Lease 
Agreement. 

On January 10, 2022, a Lease Compliance Review Billing Notice was sent to Rio Oil and Gas 
(Permian) II, LLC in the amount of $168,268.42 for additional royalty due. Payment was received 
for the full amount on February 11 , 2022. 

The GLO would like to thank you for your cooperation with the Lease Compliance Review 
Program. To maintain compliance with requirements set forth for the program, please refer to the 
Compliance Checklist (attached) for general guidelines. Please contact Chau (Amy) Kolar @ 
chau.kolar@glo.texas.gov if you have any questions, regarding the Lease Compliance Review of 
the selected lease(s). 

Sincerely, 

rian yg n, A, CFE 
Director of Minerals Audit 
Texas General Land Office 
(512) 463-0154 / brian.raygon@glo.texas.gov 
Ltr Log # 0343 



Lease Compliance Review Checklist 

Please use the checklist below as a general guideline to remain in compliance with the Texas 
General Land Office. 

□ Contracts and records pertaining to the production, transportation, sale and marketing of 
the Oil and Gas produced from these Leased Premises, including the books and accounts, 
receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be 
subject to audit, inspection, and examination by the GLO, the Attorney General, the 
Governor, or the representative of any of them. 

□ All GLOI , GLO2, and GLO3 reports are filed monthly through the Royalty Reporting and 
Control (RRAC) system and match volumes reported to the Railroad Commission 

□ Processed gas disposition volumes are broken down to liquid components on the GLO2 
□ Payments submitted to the GLO match the totals submitted on the GLO reports 
□ Lease/field operations adhere to the provisions outlined in the lease agreement with the 

GLO for State royalty-bearing production and sales 
□ Oil and gas production is metered from the wellhead to the custody transfer point, 

preferably that meter readings are also conducted and reported by a 3rd party 
□ If production is commingled, approval from GLO Engineers has been obtained (required) 
□ Allocated production volumes should directly tie to all royalty-bearing metered volumes 

on the lease 
□ The contract prices stated in the oil and gas purchase agreements are reported and paid 

accordingly 
□ Any variances between contract price and the purchase statement price can be explained 
□ A breakdown of price detail is needed when various fees are associated with the purchase 

pnce 
□ Oil sales volumes from the run tickets should match what was reported to the RRC and the 

GLO 
□ Calculations for non-metered royalty bearing sales disposition volumes (vented/flared 

volumes, on-/off-lease fuel , etc.) can be explained 
□ Well tests are being administered regularly 
□ Note that plant fuel gas that exceeds 3.5% as reflected on gas plant settlement statements 

will be subject to royalty. 
□ Lease and field schematics that include all equipment, preferably with meters noted 
□ If any gas value (residue and liquids) is negative due to negative pricing at the plant, 

companies are not allowed to net the negative out when paying royalties. When negative 
prices are shown on the settlement statement, the GLO Auditors will value that commodity 
as $0.00. 

For inquiries and useful links on the following topics: commingling, GIS web, RRAC, royalty 
audit, royalty review, general information, etc., information can be found at 
http ://www.glo.texas.gov/energy-business/contacts/oil-gas/index.html. 



----:.:---------County 
Lt ..._ se.. l>'V"\ { r 6..,. e,e,_ C r~ le --Jn-r-

Date Filed: ____ 3--4/_/...,.sj..__._(_~_ 2--Z---__ 
George P. Bush, Commisstoner ~) 
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NADOA Model Form Division Order (Adopted 9/95) 

Urili \02>lS-lY\f\ \3859 
N\flo<o\\le 

DIVISION ORDER 

To: RIO OIL AND GAS (OPCO), LLC 
8000 Research Forest Dr, Ste 115 PMB 192 
The Woodlands, TX 77382-1506 
Phone: (281) 785-7856 

Property Number: 106.000004 

Property Name: EXPEDITION STATE UNIT 7 1-67 3 H 
Operator: RIO OIL AND GAS (OPCO). LLC 

County and State: REEVES. TEXAS 

Date: November 4, 2022 

Effective Date: August I , 2022 

Property Description: H&GN RR CO SURVEY. Blk: 2 Sec: 33 

API: 42-389-39973 

Production: Oi l 

Owner Name and Address: 

TEXAS GE ERAL LAND OFFICE 

PO BOX 12873 

AUSTIN. TX 7871 1-2873 

Gas Other: ALL 

Owner umber: 1403 
Type of Interest: RI 
Decimal lnlcrcst: 0.23445999/ 

Ro.u1hr~d:if~nrct--oc., 

The undersigned certifies the ownership of the ir decimal interest in production or proceeds as described above payable by 

RIO OIL & GAS, LLC (Payor). 

• • ••• t •• 
• 
• • ....... 
• 

• 
RIO OIL & GAS, LLC shall be notified. in writing. of any change in ownership. decimal interest. or payment address. A ll such chan~. • • 
shall be effective the first day of the month following receipt of such notice. e •• ... 
RIO OIL & GAS, LLC is authorized to withhold payment pending resolution ofa title dispute or adverse claim asserted regarding tTih • • • 

interest in production claimed herein by the undersigned. The undersigned agrees to indemnify and re imburse RIO OIL & GAS, LLC • 
any amount attributable to an interest to which the undersigned is not entitled. :• • • • 

••• 
RIO OIL & GAS, LLC may accrue proceeds until the Lola I amount equals $100.00. or pay annuallv an amount or $10.00 or greater.. • 
whichever occurs first. or as required by applicable stale statute. : • •• • 

This Division Order does not amend any lease or operating agreement between the undersigned and the lessee or operator or any other 
contracts for the purchase of oi I or gas. 

In addition to the terms and conditions or this Division Order. the undersigned and RIO OIL & GAS, LLC may have certain statutory 
rights under the laws of the state in which the property is located. 

Special Clauses: 

Owner(s) Signalure(s): 

Owner(s) Tax 1.0. umber(s): 

Owner Daytime Te lephone 

Owner FAX Telephone #. 

Owner Email Address: 

OPP FZ 

(,\ione or See A11ached fahibit) 

TEXAS GENERAL LA D Or-FICE 

Retain this copv for vour record. 

Federal Law requires you 10 furn ish your Social Security or Taxpayer Identification umber. 
Failure to comply will result in 24% tax withholding and will not be refundable by Payor 



February 3, 2023 

Rio Oil and Gas, LLC 

TEXAS GENERAL LAND OFFICE 
COMMISSIONER DAWN BUCKINGHAM, M.D. 

Attn: Division Order Analyst 
8000 Research Forest Dr, Ste 115 PMB 192 
The Woodlands, TX 77382-1506 

Re: State Lease Nos. MF106116 and MFl 18859 Expedition State 71-67 3H Unit 10875 

Dear Sir/Madam: 

The Texas General Land Office (GLO) has received your Division Order for the referenced unit. This 
Division Order has been filed in the appropriate mineral file(s). 

The payment of royalties attributable to state-owned mineral and royalty interests is set by contract and 
applicable statutes and rules. The execution of division orders may, in some cases, affect the manner in 
which such payments are made or calculated. Therefore, Title 31, §9 .32, of the Texas Administrative 
Code specifies that GLO staff cannot execute a division order or bind the state to any terms contained 
within it. 

Subject to applicable state law and the state's right to take its production in-kind, the GLO acquiesces to 
the sale of oil and gas in accordance with the terms and conditions set out in the oil and gas leases. If you 
have questions concerning this matter, please feel free to e-mail me at the address below my signature. 

We look forward to being put on pay status as soon as you are able to set up the wells in our RRAC 
system. 

Thank you, 

.u~~ 
Vivian Zamora 
Landman, Energy Resources 
512-475-0428 
512-475-1404 (fax) 
vivian.zamora@glo.texas.gov 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo.texas.gov 



5'z. 

File No. M,'£ \O lo \ \ \o 
_ ___________ Co~fy 

1)IVISION ORDER 

·;•;,.te Filed: -z, \ \L-\. \ 202..3 

Commissfo.i.er Dawn Buclcingbam, M.D . 

. '1·1: ~a./ . 0 



@ 
Contango 

Date Invoice Number 

Contango Resources 
301 NW 63rd Street, Suite 300 
Oklahoma City, OK 73116 

06/06/24 TXGLO 06062024 

@ 
Contango 

Contango Resources 
301 NW 63rd Street, Suite 300 
Oklahoma City, OK 73116 

PAY TEXAS GENERAL LAND OFFICE 
TO THE 1700 CONGRESS AVE RM 47B 
ORDER OF: AUSTIN, TX 78701-1436 

I 

Remittance 

2000191862 

PAGE: 1 of 1 

DA TE: June 11, 2024 
CHECK NUMBER: 0020022458 
AMOUNT PAID: $5,670.00 

Inquiries To: I 
ACCOUNTSPAYABLE@CONTANGO.COM 

SI RENTAL 7/1/24-6/30/25 
TOTALS 

24708269 

CHECK 
NUMBER 0020022458 

June 11, 2024 

*"" VOIO AFTER 120 DAYS--

24708269 

,• 

Amount 

$5,670.00 
$5,670.00 

88-88 
1113 

CHECK AMOUNT 

$5,670.00 

EXACTLY uuuu•s,670 DOLLARS AND 00 CENTS A -­L!J=:!,.., 

JPMorgan C'-Bank, N.A. 
Dallas, TX 

• • ••• • • • • 
••• • • • • • • 

• •• • • • • ••• 

• • • • • • • • • •• •• • Aulhorized Signature 

• . .. 



@ contango 
June 13, 2024 

To: Texas General Land Office 
1700 North Congress Ave 
Austin TX 78701-1495 

Re: SHUT-IN PAYMENT l 
MF 106116 • u.plwvvi.feA_ ~-0\ 5 202}/ 
A-2617 Section 71 
REEVES COUNTY, TX 

To Whom It May Concern: 

Per the terms of the referenced lease dated January 17, 2006,, enclosed please find a 
check in the amount of $5,670.00 representing our shut-in rental for the State 71 02 well, 
API # 42-389-32553. 

Please let us know if anything else should be required. 

CONT ANGO RESOURCES, LLC 

Rhonda Turner 
Land Analyst 
713-236-7440 
Rhonda.Tumer@contango.com 

!i.."3..!l..'W 
.;.:. 



••• • • •• 
• 
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•• •• • •• • 
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Shut-In Affidavit 
Texas General Land Office 
Commissioner Dawn Buckingham, M.D. 
1700 North Congress Avenue 
Austin, Texas 78701-1495 

Please respond fully to all applicable questions on this affidavit. Shut-in status may be denied for failure to provide 

information establishing the validity of this request for shut-in status. For a shut-in lease contained within a unit; 

separate affidavits must be submitted for each state lease within the unit. 

State Lease No. MF 106116 
Lease Name State 71 
Area A-261 7 Tract 

Section 71 Block 

State's NRI in Lease: 25% 
Unjt Name (if applicable) 
N/A 

Total Shut-In Due: 

$5,670.00 

Operator Contango Resources LLC 

Field Name Dixieland 
Part Acres S6? 

Survey State of Texas County Reeves 

State's Unit NRI (if applicable) 
N/A 

Explain how payment was calculated: 

$10 x 567 acres per paragraph 11 of lease MF 106116 

SHUT-IN PAYMENTS 
Wells must be capable of producing in paying quantities. TAC T,tfe 31, Part 1, 
Chapter 9, Subchapter C Rule 9.36, (e). Affidavit required. 

- - . . 

Reason for Shut-In - Be Specific-(Add page as needed) 

Lack of suitable market due to increasingly low gas prices in the Permian area. 

Explain when and how shut-in is expected to be resolved (Add page as needed) 

Indeterminable at this time. 

1 

' - __j 



Add Pages as need for additional wells. 

WELL INFORMATION 

Oo1l @GAS 
Well Name: 

I 
API: RRC: Dist#-Lease# 

State 71 02 42-389-32553 

Pro~ced in Pasb Completion Date: Shut-In Date: 

~ Yes , No 9/3/2015 April 16, 2024 
Provide average daily production rate. 

ipefine basJ.uor production report (prior or current) from monthly production ~ort or well tm data. 

Basis for production report of average: nwellTest I✓ I Monthly Average □ RRCWellTest 
GAS 

I 
Oil WATER 

~~ '1,~ mcf/d 0 bbls/d bbls/d 

Qrnl OGAS 
Well Name: API: RRC: Dist#-Lease# 

Produced in Past: Completion Date: Shut-In Date: 

QYes 0 No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: Dwell Test D Monthly Average □ RRC Well Test 
GAS 

I 
Oil WATER 

mcf/d bbls/d bbls/d 

- - . .. - ··~ - ·-~· 

Qo1L 0 GAS 
Well Name: API: I RRC: Dist#-Lease# 

Produced in Past: Completion Date: Shut-In Date: 

QYes Q No 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: Dwell Test □Monthly Average □ RRCWell Test 
GAS OIL WATER 

mcf/d bbls/d bbls/d 

QoiL 0 GAS 
Well Name: I API: l RRC: Dist#-Lease# 

Proc5ced in Past: 
Yes Q No 

Completion Date: Shut-In Date: 

Provide average daily production rate. 
Define basis for production report (prior or current) from monthly production report or well test data. 

Basis for production report of average: Dwell Test D Monthly Average □ RRCWellTest 

GAS 
I 
Oil WATER 

mcf/d bbls/d bbls/d 
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Ust all producing wells In the same Railroad Commission designated field and Reservoir within 1,000 feet 
of this lease. If there are wells more than 1, 000 feet from the lease, draining the lease, list these also. 
Operator I Lease Name & Well # API I RRC: Dist#-Lease# 

RRC Field & Reservoir Name: RRC Field Code: 

Distance I Completion Interval Status 

Operator I Lease Name & Well # API 1 RRC: Oisttl-Lease# 

RRC Field & Reservoir Name: RRC Field Code: 

Distance j Completion Interval Status 

Operator I Lease Name & Well # API I RRC: Dist#-Lease# 

RRC Field & Reservoir Name: RRC Field Code: 

Distance I Completion Interval Status 

Conuct fur shut=:n: Trey Haines --------------
Operator's Representative 

Phone: 432-523-1001 Email: trey.halnes@contango.com 

Mailing Address: 1602 w Broadway, Andrews TX 7 9714 

Signature: Print Name: Jason B Thomas 

Title: VP Land 

Sworn and subscribed to before me, the undersigned authority this __ l-0_~ ___ day of 

--"""~'-""t-----' 
2024 

,,,,•~•t11, , , JOY L. CARAM 
~,."t!f:,,,,vq_ .-, . S f T f i/~;,_.t1-,'§; Notary Public, tate o exas 

; ;.:, ~}~E Comm . Expires 10-08-2024 
~t~,··0t·t~,$ Notary ID 129155769 

""'' 

Revised 4/12/2017 
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Date Filed: 7 l 12-02-</ 
Commiasiooa Dawn Jlucldngham, l,lD. 

By: 45'51:> 

'-· -- - - ·-- • 




