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. 
Clay Johnson Oil & Gas Properties 

203 WEST WALL, SUITE 202.MIDLAND, TEXAS 79701 •(432) 684-4110• FAX (432) 684-5166 

.luh 15.~010 

GE~ERAL LA.'\' D OFFICE 
:--. 1 r. Dr~:" Reed 
."tephen I· . ,\u ·tin Bldg. 
1700 '\onh Cungre!>s t\\e . 

ustin. I 7870 I 

Re: Appro' al Request. Oil and Cias Lease. 
' ection 3. Block 45. PSI. un C). 

Rec' <.:!> Count~. I cxas 

Dear Drl'\\ : 

AAPL-CPL 

I he Deed Record!' nr R~:~:' es ( 'oun t). l c:--.ts indica!~.: that Dak 13. ll ardcman O\\ ns an undi' ided 
3 8ths .... ur l~tcc intere">t under the ahO\ e rcll:rcnceu mineral cia si lied lands. 

\ trade has rL'<.:t:tlll) be~.:t : made !'or an Oil and (JU"> !.ease em ering the dht)\ e interest baseu on 
the li.lllt)\\lllg tenn..., · ~40U . OO pet net mineral <.~ere li.1r honu:-. con:-. ith:rLHion. I 4tlt ro~alt~ lor c1 

J-j, e (5)) ear ka:-.e. "ith escalatetl rentab li.1r the li.ntrth: ear at )400.00 per acre . ~.) J \.., )... \ ld/ 

I ha\e enclosed Cllpics ul'these kase lo r th ~: arprO\al of' the (Jl::ncral Land onicc. a · \\CI I as a 
per. onal chcd. in the amount or . I 00.00 lor the States procc sing ll:c. 

ll":ou ha'-: an~ que ·tions J1l.!as.: ~lthi ·e . Your pwmpt and lil\orabk resrun 'e "ill be great!: 
appreciutcd I han!.. : ou ror: our ttme and consideration on tht s mallt:r. 

Rcspectl'ull). 

• ••• •• • •• • • • • • • • • • • •• • • • • • • • • • • • • • •• • • • • • • • • • • •• 



CLA" 10 HNSON 

~eneral Land Office - State of Texas 

f 

.... 

FIRST NATIONAL CH Approval Fee 

. . . .. : 
• • •• • • • :: : . :·. : .. · 
:: :. ·.· :· ... . . 

13574 
7/15/2010 

100.00 
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[:ti!!fizt~ 
krry rahcrson Corrunissioner 
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Transactiln # 7497 

Lassor: Robert E. Landreth & Others 

La8888: Petrohawk Prop., LP 

lfAIE IEICIIFTIIN 

COOnty 
REEVES 

CULBERSON 

TERMIIIfEBO 

Prinarylem 

Boous/Acre: 

RentaV Acre: 

Royalty: 

PW# 
07-103252 

07-022018 

~~1-~r 
$2,000.00 .,/ 

$1 .00 

1/4 v 

CNAialll 

MF # LB8888 

RAL REVIEW SHEET 

Gldlljst: 

LBaSB Data: 11/10/2011 II 

Gross Acres: 640 

Nat Acres: 160 

BaSB FIB F*l Part sac. BD:k Twp survey 
118134 

118134 

540 ac. I 3 45 00 PUBLIC SCHOOL LAND 

100 ac. I 3 45 00 PUBLIC SCHOOL LAND 

TERMI RECIIIIMo.EI ol-e( 
V"" 

Prinary Term L 3. ~ L 

Boous/Acre [ 2c:fVll.-

RentaVAcre [ ?c-: JL ~ 

Abst# 
3536 

3773 

s1.e..- 7~~ z"'J4 ~ ... ~ 
q~'\-2. 1o\.o-u 

RentaVAc. Royalty llst.Jce 
LastLBasa 

1 

COOin .. ts: $100.00 per ac. Rental for yr. 2, 3 & 5 I a 4th yr rent~UO pera6. Will be required J 
~ ~ 

Approved: _____ _ 

Wednesday, November 16, 2011 



HAL REVIEW SHEET 

TransactiJn # 6851 

Lessor: Hardeman, Dale B. 

Lassaa: Legend Natural Gas IV, LP 

UASE IESCRFTIJN 

COUnty PW# Basa AI f*l Part 

GaOOUISt: 

Laasa Data: 

Gross Acres: 

Nat Acres: 

sec. lbk 

R. Widmayer 

6/29/2010 II 0 

640 

240 

Twp survey 
REEVES 07-103252 118134 3 45 00 PUBLIC SCHOOL LAND 

I( /I Jf /' 

TERMS DffEREI TERMS RECIIIMEIIEI 

Prinary T 8f'llt 5 years Primary Term 5 years -l 

Bonus/ Acre: L $400.00 Bonus/Acre L__ $700.00 

Rental/ Acre: I $1 .00 Rental/ Acre I $1 .00 

Royalty: 1/4 Royalty 1/4 

Abst# 
3536 

3773 

COMPARIIItl 

MF# 
MF105574 

l8S888 Data Term Bonus/Ac. Rantai/Ac. Royalty llstanca 
Chalfant Properties, Inc. 7/8/2005 5 years $300.00 $1 .00 1/5 Last Laasa 

ConunantS: 4th year rental will be $700.00 per acre. 

Approved: _,;;- i /11 J o 
' 

VVednesday, August 11 , 2010 



' . 
~ . 

RELiNQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

DATE: 

Applicant: Legend Natural Gas IV, LP 

Prim. Term: 5 years 

Royalty: 114 

Bonus/Acre 

Rental/ Acre 

County: 

$700.00 

$ 1.00 

Consideration 

Recommended: - ---
Not Recommended: ----

Date: '? j,, /to _ ___.:_ ___ _ 

Comments: 4th year rental will be $700.00 per acre. 

Lease Form 

Recommended: I W 
Not Recommended: ----
Comments: 

Louis Renaud. Deputy Commissioner 

Recommended: 

Not Recommended: ----

Bill Warnick. General Counsel 

Recommended: ~"Jfi) 
Not Recommended: --- -

Larry Laine. Chief Clerk 

Approved : ~ 
Not Approved: ___ _ 

Date: __ &=-..L,/ _; ;$"'"--'-}_, ::> __ 

Date: ? / lc:Y );o 
j 

Date: J/L'I/t-J 

Date: fWs{l D 

11-Aug-1 0 

REEVES 



File Nl!J r-/J J ~] D 

f}BF~_ 
Date Filcd· <i]JiliJ..'lot.6 _ __ _ 
~f)rry P~tlcrson \... ormmss10ner 

By~ 

. . 
> 



Clay Johnson Oil & Gas Properties 

203 WEST WALL, SUITE 202.MIDLAND, TEXAS 79701 *(432) 684-4110* FAX (432) 684-5166 

October 5. 20 I 0 

GE~ERAL LAN D OFF I E 
1\ lr. Dn;'' R~id 
.' tephl!n F. Austin Bldg. 
1700 '\lonh Congress \'c. 
t\ ustin. rx 7870 I 

AAPL-CPL 

• • ••• • Re: 
•••• Relinquishment ,\ct Leases 

Rce\ es Count~. I e:-.as • ...... 
• • 

••• • • • • •• 
Dear Drew: 

I ind enclosed for your Iiles and l·unhcr handling a ccnilied file stamped cop) or the follcl\\ing 
described Relinquishment !\ ct 011 and (ja.., Lease:.: 

•••• • • •••• • ll Oil and 1as Lease datt.:d .lune 29, 20 I 0. b' and bct\\'een '( he .' tate or 'I e'<as, acti ng b\ 
·:···: ~and through it agent. ·. ·. \ latTO\\. as .Lessor anu Legend Natural Gas I . Ll~ . .. ;s 
/)\Pfl l € L. Le ·see. tile st<~mped r;."' .r6. Rec\(!S Count~. lc:-.as. 

Oil and (ias l.ea!-.C datcJ June 29. 20 I 0. b) and bet\\'CCI1 The State or l'exas. ac ting b~ 
and through it agent. Uah.: B. llardeman. a:. Lessor and Legend \'at ural ()as IV. I P. a 
l.esscc. li le stamped :t1-l5--l. Rcc' cs Count). I c:-.as. 

Oil and ()as Lct~se dated .lui) 6. 2010. b) and het\\een I he State of I cxas. acting b) and 
through it s agt.:nt. !\lr:.. !)~. trick 13ro\\ning. fk a Sail) Rebecca Read. as Lessor and 
Legend \atural Ci.ts I\. I J>. as I L'ssce. Jik ~tamped :f ] -155. Ree,·cs Count). I e:-.as. 

!so. lind enclosed I L'gl:nd •. tural (ia'- I\ . I P check no. I 637 in the amount or I (>8.-180.00. a:. 
pa) mcnt ror the State's I ~bonus dUL' l'or lhL abu\'e leases. 

I o co,er the required tiling f\..o..·-> !'w handling thi-> matter lind enclosed Cia) Johnson Check in 
the amount of$75.00 made pn)a~'i , · h) th~ (1"der <'r (ieneral Land Ortice . tate of'Texas. 

Respec tfully 

\Ltt'\ Ka\ B:asucl 



Legend Natural Gas IV, LP 
41 0 W. Grand Parkw~ South, Suite 400 • Ka!YL TX 77494 • (281j 644-5900 CHECK NO. 001637 

1 009 - AP - 34 09 / 28 / 10 CKR092810 16848 0 .00 0.00 168480. 00 

•••• . · · ·~ 
••••• • • 

• 
• •• • • • ••• 

• 
•••• • • •••• 

• •••••• • • 

Lease Bonus : All of section 3, Block 45, PSL Survey, Culberson/ Reeves 
Counties (Marrow, Hardeman, Browning) 

'0 301 q ~I)() 
I 

--:- -:2.-

-:j. 

Ill ~ 7 c A ~ 4 I 2_ {~ \.. 

/I / 2 7 0 -6 </:~,., 1 ( (o 0 

111 g 7a C. z<s_l ~ 
.- I L, q I tf-11~ 013 6 8 

1161 Texas General Land Office 09 / 30 / 10 ~ 168,480.00 



•••• • .. .. 
• 

CLAY JOHNSON 

General Land Office- State of Texas 

•;•••:FIRST NATIONAL CH Filing fee - Hardeman, Marrow, Browning 

• 
• • • 

' • •. • • CLAY JOHNSON 

• .... 
• • •••• 

• ....... 
• • 

General Land Office- State of Texas 

\ 

v 

FIRST NATIONAL CH Filing fee - Hardeman, Marrow, Browning 

• 5902421121091 

13807 
10/4/2010 

75.00 

75.00 

13807 
10/4/2010 

75.00 

75.00 

• 



• 

•••• 
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• • 
• 

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



·. 

(1..:11..:1 ,11 I. ill HI 0111~..: 

Rdlll'ill"huJcnl /\cl I c;"c I 111111 

l{c, i>Cd )cpi..:IIIO~I 1997 

/1;1 F JJI ~'I c l i 

l1illll-t lp 

O I L A I) CAS L E SE 

I Ill S AG I< EI:MI. N I i~ made <llld ente1ed 1n1o tim 
ll~ agent, DALE B. II A I~ D EMA 

~9th day ol .llttlll,]() I 0, between the State or I e;..as. acttng by and through 

_ _ _ ___ _ ____ or 32~5 (J<lth Street, Lubbod •. le~a~ 7_9!.:::!.4.!..1 ,!._3 __ _ 
________ ~aid agent 

(Cive Penm11H.:nt Addn.:ss) 

herein relt:rred to as the owner of the soil (whether one or more), and _7L~E;2G7.':E.!..:i~~-f:.-!7.!..!..!~~7~~.!-:-=--------
--- ___ or ___ ...:!,-!-~~~~!....!....!~.!! J_~~~~~~-----

IH.:reinaficr ca lled Lessee. 

I. GRA NTI G CLAUSE I· or and 111 cons1dcntt1on of the amounts swted below and or the covenants and agreemems 
to be p<lld, 1-.ept <llld pt:rl'onned by Lessee unde1 tim lease, the State or le;..a~ act1ng b) and through the o~' ner or the ~oi I. hcreb) 
g1 ants, leases and lets unto Lessee. I(H thc sole and on I) purposc or prospectmg and drilling ror and producmg oil and ga~. Ia) 1ng ptpe 
linc~. building tank~. storing oil and build1ng pm, cr Stations, telephone l111es and other Structun.;s thc1cun. to produce. savc. tal-.e carc 
or, treat und tt<lllsport Sclld products of' the lease, tltc lollowtng lands situau.;d in Culberson and Reeves County. State ol 
I e\as, to-\\ tt : 

..... 
• •• •• • 

• •••••• • • 

II or ' cl:lio n 3, Blot l< ~ 5 , Puh lil: Sc hool Land S urvcy 

• 
• .(.;'ollla111111g 640.QO acres, more or less I hc bonu\ constlh.:ratton paid ((Jr thts ka-;c t!> as l'ollows 

• • • • • • 

• 
•••• 

• ••• • • 
• •••••• • • 

l'o thc State or Texas: ______fugiUY.- four J housand J\vo l lundred Forty and Noll 00---------------
Dollars ($ li4 240.00 ) 

I o the O\\ ner or the soi I. ~hty-J(lltr l hqusand I" o llundred l·ony and Noll 00---------------
J)ollars ($ li~_f_4QJ!O ) 

I otal bonus considt:ration: Qn<.: ll unclreQ_ Si;..tY.-Cight l'housancl Four l lunclred Eig!lly_and No/ 100-------------
Dollars (5> 16X,4li0 00 ) 

( h~: totul bonus con~idcrctttl)tl pclld represents a bonus or 
Dollar\ (S 7()2 91) 

Seven I lundrccl I 110 and No/ 100----------------
) per acre, on 240J!. net a<.:r~:::. . 

2 ( I.RM. Subject to the otltct J>IOVISIOilS Ill tim lease. thi!> lease \hall be lor a term or Five (5) years rrom tim date 
(ltcrettl cctlled prtmary term") and as long then.:alter a\ otl ami g_Cts, ot ctth~:t ol them. ts produced 111 p<~ying quantities from s<lld land 
As used 111 tht~ ieCts~:. the tctm "produ~o:ed tn pet) 111g qu<ulltttcs" mcatt~ that the n:ce1pts !'rum thl.! sule or other authotttcd comnt~.:rctal 
us..: ol th..: sub-..tance('>) covct~:d e'\ceed out ol'pm:l-.et op.:r<~tllllhil C\p.:nscs lor the Sl\ months la\t past 

3. J) (·. I.A Y J{I :N I AI.S II' no well ts wmmcnced on the leased prcmt ... es on ot bcl'on: one (I) year !rom tim datc, thts 
lciisc shall tcrtllttl<ltc, tttill:'>'> on or bclote !>Udt <lllntversaJ} date l.c ... wc !>lt.tll pay 01 t~:ndcr to til~: O\\lll:r ul'thc soil 01 to h1s credil 111 th~: 

Jla) dtt~<.:t to Le~sot at !.he above "ddres~ Bani-.. <II • ot il\ succcssms ( 11lmh shall 
contJilUt: US the dcpOSilOI y rcgardless 01' changes Ill th~: ll\\ Jlcrshtp o( Sclld land), the amount »pc~o:tlicd bt.:Jow. Ill addili\Jil. l.cs\l.:c slw(( 
pay ot tender to the COMMISSIONI :R 0 1· II II (;I I. I{AI I.A I) 0 1 I IC'I. 0 1 I I II. S lA II. 01: II.XAS. A I /\US II . II.XAS, a 
l t k~o: stttll on or be lore said date Jlaymc11ts undc1 tilts paragraph shall operate as" rcntal etnd shall cover the privilege or defc1 ttng the 
COilllllencemellt o r a well l(>r OtiC (I) )'CCII' l'rom Scttd date Jlayme nts under tillS paragraph shall be Ill the l'ollowtng amoullls: 

I o the owner ol'the sotl. )'-T l>ara_graphs I anQ_.J Ql'tltc allachcd Lxhili!! "/l_' for amen~ed Delay Rental l>rovt~t()n 
Dollars ( ' ) 

I o tltc State or I c.\a!>: ~cc Pm<tgrughs I and 3 ol'thc attadted 1.:-.htbit "A" l(>r amended Delay Rcntail>rovt_!> tQn 
Dollars (S> ) 

( otal Rental · ~ce Paragraphs I illld J pf th~o: clltadlcd l_,_~htQtl "A" l'()r illncndcd l)elaLI{cntal l'roVJStOn 
Dollars (~ ) 

I ll"''"~ Jll<llllll:l illld upon IJI-.c paylllcllh or ICIItkr\ annually. the.: (;()Jl1JliCilCl:l11ellt ol' a \\ell lllCI) be runhc.:r d~l'crrcd (OJ ~UCCCSSJ\e 
p~rtod~ or OtiC (I)) car each durlllg the prilll<try ICtlll . A II payments or tcndcrs or rcntal to the owner or the sot! lllCIY be tllctdc by cltccl.. 
01 \tght dt<tli or l.~ss~c. OJ illl) asstgncc or tim ka-.e. and llld) be dcltvcrcd Oil 01 bclbre the rentCtl P"Y"'g date II' the ban!.. dcstgnated 
111 this paragraph (or tb sm:cessor bank) should cc<t\C to C\1\t. suspend hu\ttlc~s. ltqutdate. liul or be succeeded b) another ban!... ot lor 
any red!>Oil fail OJ rcf'llsl:! lO ill:Cl:pltcntai. l . e...-,~:e ..,hiill JIOt he hl:Jd Ill de(itult !'or latlutc 10 nltli-.c such pa)lllcnt!> or tenders Olt~lltaJunti( 

- 1 -



thirty (30) days aller the owner of the soi l shall del iver to Lessee a proper recordable instrument naming another bank as agent to 
receive such payments or tenders. 

4. PRODUCTION ROYALTI ES Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-
half ( l /2) of the royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-half ( 1/2) of such royal ty to the owner of the soi l: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth 
of the well and also as all condensate, distillate, and other liquid hydrocarbons recovered from oi l or gas run through a separator or 
other equipment, as hereinafter provided, shall be t/4th part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be determined by I) the highest posted price, plus 
premium, if any, offered or paid for oi l, condensate, distillate, or other liquid hydrocarbons, respectively, of a l ike 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. Lessee agrees that before any gas 
produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the roya lty owners through an 
adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means will be recovered. The requ irement that such gas be run through a separator or other equipment may be 
waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NO PROCESSED GAS. Royalty on any gas ( including nared gas), 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 with 
respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be l /4th part of the 
gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where produced 
and when run, or the gross price paid or ofTered to the producer, whichever is the greater; provided that the maximum pressure base in 

• • • ··.,.easuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base 
•••i mperature shall be sixty (60) degrees Fahrenhei t, correction to be made for pressure according to Boyle's Law, and for specific 

•• •• t.:avity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the 
• time of testing . 
• 

., •. • • • (C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or 
• oi her liquid hydrocarbons shall be ~art of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at 

the option of the owner of the soi l or the Commissioner of the General Land Office. All royalties due herein shall be based on one 
hundred percent (I 00%) of the total plant production of residue gas attributable to gas produced from this lease, and on fifty percent 

•(50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons attributable to .. ,~e •as produced from this lease; provided that if liquid hydrocarbons are recovered !Tom gas processed in a plant in which Lessee (or 
• i ts • Jl!lrent, subsidiary or affil iate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) 

•• ~t, ot~e highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's 
• length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), 
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest 
market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid 
or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalt ies which would 
have been due had the gas not been processed. 

(D) OTIIER PRODUCTS. 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 shall be 1/4th part of the gross production of such products, or the market value thereof, at the option of the owner of the 
soil or the Commissioner of the General Land Office, such market value to be determined as follows: I) on the basis of the highest 
market price of each product for the same month in wh ich such product is produced, or 2) on the basis of the average gross sale price 
of each product for the same month in which such products are produced; whichever is the greater. 

5. M IN IMUM ROYALTY. During any year aller the expiration of the primary term of this lease, if this lease i 
maintained by production, the royalt ies paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year. I f Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($ 1.00) per acre. 

6. ROYALT Y IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days 
notice to the holder of the lease, require that the payment or any royalties accruing to such royalty owner under this lease be made in 
kind. The owner of the so il's or the Commissioner of the Genera l Land Office's right to take its royalty in kind shall not diminish or 
negate the owner of the soi l's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease ( including those paid in kind) shall be 
w ithout deduction for the cost of producing, gather ing, storing, separating, treating, dehydrating, compressing, process ing, 
transporting, and otherwise making the oil, gas and other products hereunder ready for sa le or use. Lessee agrees to compute and pay 

2-



·. 

royallies on the gross value received, including any reimbursements for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th is lease's 
proportionate share of any fuel used to process gas prod uced hereunder in any processing plant. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may 
recyc le gas for gas li fl purposes on the leased premises or for injection into any oil or gas producing formation underlying the leased 
premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas until 
it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROY ALTY PAYM ENTS AND REPORTS. Al l royalties not taken in kind shall be paid to the Commissioner of the 
General Land Office at Austin, Texas, in the fol lowing manner: 

Payment of royalty on production of oi l and gas shall be as provided in the rules set forth in the Texas Register. 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 15th 
day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized 
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of al l 
oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the 
gross production, disposition and market va lue including gas meter readings, pipeline receipts, gas line receipts and other checks or 
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or record 
which the General Land Office may require to verify the gross production, disposition and market va lue. In all cases the authority of a 
manager 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 showing by the assigned General Land Office lease number the amount 
of roya lty being paid on each lease. I f Lessee pays his royalty 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 roya lty payment which is over thirty (30) days late 

• • ••"sJ.Iall accrue a eenalty of 10% of the royalty due or $25.00 whichever is greater. In add ition to a penalty, royalt ies shall accrue interest 
• • · a~ a rate of 12 v. per year, such interest will begin accruing when the roya lty is sixty (60) days overdue. Aflidavits and supporting 

• • • ••tcuments which are not fil ed when due shall incur a penalty in an amount set by the General Land Office administrati ve 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 paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
• •. i o,-,rohibit the tate's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 

• ~!Jove penalty provisions shall not app ly in cases of title dispute as to the tate's portion of the royalty or to that portion of the royalty 
in dispute as to fair market value. 

• 10. (A) RESERVES, CONTRACT AND OTliER RECORD . Lessee shall annually furnish the Commissioner of the 
• • t;eneral Land Office with its best possible estimate of oil and gas reserves underlying this lease or allocable to th is lease and shall 
•tur~llsh said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 

• ~-l~odments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such 
"contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authori zed by Lessee. A ll other contracts and records pertaining to the production, transportation, sale and marketing of the 
oi l 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 to inspection and examination by the Commissioner of the General Land Office, the Attorney 
General , the Governor, or the representative of any of them. 

(0) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of the General Land Offi ce by Lessee or operator five (5) days before spud date, workover, re-ent ry, temporary 
abandonment or plug and abandonment of any well or wells. Such wri tten notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests, complet ion reports and plugging reports shall be supplied to 
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or 
any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises lor the purpose of identi fying wells, tank batteries or other associated improvements to the 
land must also include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, 
cuttings and cores, or other information re lative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to 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 total depth of well, of all wells dri lled on the above descr ibed 
prem ises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are 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 materials were due in the General Land Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. I f, during the primary term hereof 
and prior to discovery and production of oi l or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the 
primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof 
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences addi ti onal dril ling or reworking operations thereon, or pays or tenders the 
next annual delay rental in the same manner as provided in this lease. I f, during the last year of the primary term or within sixty (60) 
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days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights 
shall remain in full force and etTect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantit ies at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling 
or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production 
under Paragraph 13. hould the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or 
gas we ll within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as prov ided herein on or 
before the renta l paying date following the expiration of sixty (60) days from the date of complet ion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWORKING AT EX PIRATION OF PRIMARY TERM . If, at the expiration of the pr imary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drill ing or reworking operat ions thereon, this 
lease sha ll remain in force so long as operations on said well or for dri ll ing or reworking of any additional well are prosecuted in good 
fa ith and in workmanl ike manner without interruptions totaling more than s ix ty (60) days during any one such operation, and if they 
result in the production of oi l and/or gas, so long therea ller as oi l and/or gas is produced in paying quant ities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalt ies is made as provided in this lease. 

13. CES ATION, DRILLING, A 0 REWORKING. If, after the expiration of the primary term, production of oil or 
gas from the leased premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences 
addi tional dri ll ing or reworking operations within sixty (60) days a fter such cessation, and this lease shall remain in fu ll force and 
etTect for so long as such operations cont inue in good fa ith and in workmanlike manner without interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remai n in full force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or 
payment of compensatory royalt ies is made as provided herein or as provided by law. If the drill ing or reworking operations result in 

••• tJte completion of a well as a dry hole, the lease will not terminate if the Lessee commences addi tional drill ing or reworking operations 
• • ··~ ithin sixty (60) days after the comp letion of the well as a dry ho le, and this lease shall remain in effect so long as Lessee continues 
... 4l~ lling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. 

• • Lt!ssee shall give written notice to the General Land Office within thirty (30) days of any cessation of production . 
• 

• •• 14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well 
• .· n:'nber by the state agency having j urisdiction over the production of oil and gas. If, at any time a lter the expiration of the primary 

term of a lease that, unt il being shut in, was being mainta ined in force and effect, a well capable of producing oi l or gas in paying 
quantities is located on the leased premises, but oi l or gas is not being produced for lack of suitable production facil ities or lack of a 
4;uitable market, then Lessee may pay as a shut-i n oil or gas royalty an amount equal to double the annual rental provided in the lease, 

• ~«t .,ot less than $ 1 ,200 a year for each well capable of producing oil or gas in paying quantit ies. If Paragraph 3 of this lease does not 
• ·~4Ci fy a delay rental amount, then for the purposes of th is paragraph, the delay rental amount sha ll be one dollar ($ 1.00) per acre. To 

be ~tfecti ve, each ini tial shut- in oil or gas roya lty must be paid on or before: (1) the expiration of the primary term, (2) 60 days alter 
•:tf-te ~essee ceases to produce oi l or gas from the lea ed premises, or (3) 60 days after Lessee completes a drilling or reworking 

operation in accordance with the lease provisions; whichever date is latest. uch payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half ( l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of 
the primary term, or from the lirst day of the month following the month in which production ceased, and, after that, if no suitable 
production faci lities or suitable market for the oi l or gas ex ists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand ( I ,000) feet of the leased 
premises and completed in the same producing reservoir, or in any case in which drainage is occurri ng, the right to continue to 
maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and wi thin one thousand ( I ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half ( 1/2) 10 the Commiss ioner of the Genera l Land Office and one-half ( 1/2) to the owner of the 
soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located with in one thousand (I ,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royal ty, Lessee shall 
pay an amount equal to the difference within th irty (30) days from the end of the 12-month period. Compensatory royalty payments 
which are not timely paid wi ll accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions wi ll 
rel ieve Lessee o f the obligation of reasonable development nor the obl igation to dri ll offset wells as provided in Texas atural 
Resources Code 52. 173; however, at the determination of the Comm issioner, and with the Commissioner's wri tten approval, the 
payment of compensatory royalties can satisfY the obligation to drill otTset wells. 

16. RETAINED ACREAG E. Notwithstanding any provision of this lease to the contrary, alter a well produci ng or 
capable of producing oil or gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent 
operator in dril ling such additional well or wells as may be reasonably necessary for the proper development of the leased premises 
and in marketing the production thereon. 
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(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall then terminate as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oi l well capable of 
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quant it ies (including a shut-in 
oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52. 15 1-52. 153, 
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such 
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency. or other governmental 
authority having j urisdiction. If at any time after the effective date of the partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells 
for product ion purposes, this lease shall thereupon terminate as to all acreage not thereafler allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall 
nevertheless continue to have the right of ingress to and egress from the lands still subject to this lease for all purposes described in 
Paragraph I hereof, together wi th easements and right-of-ways for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I hereof {"the retained lands"), for access to and from the retained lands and for 
the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) IIORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall further terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in 
each well located on acreage retai ned in Paragraph 16(A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-half (1/2) of the bonus orig inally paid as consideration for th is 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 said termination shall be delayed 
for an addi tional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities fi"om such deeper depths 
covered by this lease. 

•••• (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as 
• ... ~~act i cal, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 

Clo)mmissioner of the General Land Office. Within thirty (30) days after partial termination of this lease as provided herein, Lessee 
•:• ~II execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 

• hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
• pa;escribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record 

•. ·~~~ re lease or releases within ninety (90) days after being requested to do so by the General Land Office, then the ornmissioner at 
his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such instrument 
at Lessee's expense in the county or counties where the lease is located and in the oflicial records of the General Land Office and such 
~es ignation shall be binding upon Lessee for all purposes . 

•••• 
• •••• • 17. OFF ET WELL . Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall rel ieve 

Lessee of his obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or 
•lJIM: agent in control of the leased premises shall drill as many wells as the facts may j ustify and shall use appropriate means and drill 

to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addi tion, if oil and/or gas should be 
produced in commercial quantities within I ,000 feet of the leased premises, or in any case where the leased premises is being drained 
by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good fai th begin the 
drilling of a we ll or wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed 
wi thin 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with di ligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soi l's agency rights to forfei ture. On ly 
upon the determination of the Commissioner of the General Land Office and with his wri tten approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under th is 
paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied 
covenant of this lease, from cond ucting dri lling operations on the leased premises, or from producing oil or gas from the leased 
premises by reason of war, rebell ion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then 
while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee shall not be liable for damages 
for fai lure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased prem ises. If the 
owner of the soil defau lts in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the 
leased premises by pay ing any mortgage, taxes or other liens on the leased premises. If Lessee makes payments on behalf of the 
owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and royalties due the owner of 
the soi l. 

20. (A) PROPORTIONATE REDUCTION CLA USE. If the owner of the soil owns less than the entire undivided 
surface estate in the above described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein 
provided to be paid to the owner of the so il shall be paid to him in the proportion which his interest bears to the entire undivided 
surface estate and the royalties and rental herein provided to be pa id to the Commissioner of the General Land Office of the Stale of 
Texas sha ll be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Comm issioner of the 
General Land Office, Lessee or his authorized representative must submit to the Comm issioner of the General Land Office a wrinen 
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statement wh ich explains the discrepancy between the interest purportedly leased under th is lease and the actual interest owned by the 
owner of the soi l. The Comm issioner of the General Land Office shall be paid the va lue of the whole production allocable to any 
und ivided interest not covered by a lease, less the proportionate development and production cost allocable to such undivided in terest. 
llowever, in no event shall the Comm issioner of the General Land Office receive as a royalty on the gross production allocable to the 
undivided interest not leased an amount less than the value of one-sixteenth ( 1/ 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is 
included wi thin the boundaries of a pooled unit that has been approved by the chool Land Board and the owner of the soil in 
accordance with Natural Resources Code Sections 52. 15 1-52. 154, or if at any time after the expiration of the primary term or the 
extended term, this lease covers a lesser number of acres than the tota l amount described herein, payments that are made on a per acre 
basis hereunder shall be reduced according to the number of acres poo led, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of th is lease duri ng the primary term shall be calculated based upon the 
number of acres outside the boundaries of a poo led uni t, or, if atler the expiration of the primary term, the number of acres actually 
retained and covered by th is lease. 

21. USE OF WATER. Lessee shall have the right to use warer produced on said land necessary for operations under 
this lease except water from wells or tanks of the owner of the so il ; provided, however, Lessee sha ll not use potable water or water 
suitable for livestock or irrigation purposes for watertlood operations without the prior consent of the owner of the soil. 

22. AUTIIORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all 
personal property, improvements, livestock and crops on said land . 

23. PIPELINE DEPTII. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

• 24. WELL LOCATION LIM IT. No we ll shall be drilled nearer than two hundred (200) feet to any house or barn now 
• ••• '"' said premises without the written consent of the owner of the soi l. ••• r ·· 

• •••••: 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and al l proper safeguards to 
• prevent pol lution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, ri vers and impounded water shall 

• b; prevented by the use of containment facili ties sufficient to prevent spil lage, seepage or ground water contamination. In the event of 
• • • ~~ lution , Lessee shall use a ll means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 

• lor all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pi ts and 
tank batteries so as to protect livestock against loss, damage or inj ury; and upon completion or abandonment of any well or wells, 
Lessee sha ll fi ll and level all slush pi ts and cellars and completely clean up the drilling si te of all rubbish thereon. Lessee shall, while 
·c~~lducting operations on the leased prem ises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, and upon 

• · ~ogfpleti on of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
• equipment wi ll be kept painted and presentable. 
•••••• 

• • 26. REMOVAL OF EQUIPM ENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
machinery and fi xtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred 
twenty ( 120) days atler the expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 
120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. 
Add it ional ly, Lessee may not draw and remove casing until atler thirty (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soi l. The owner of the soi l shall become the owner of any machinery, fixtures, or casing which 
are not timely removed by Lessee under the terms of th is paragraph. 

27. (A) A SIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of th is lease, the rights 
and estates of either party to th is lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. llowever, a change or division in ownership of the 
land, rentals, or royalties will not enlarge the obligations of Lessee, dimin ish the rights, privileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or divis ion 
in ownership of the land, renta ls, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his 
heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, 
including the original recorded muniments of title (or a certi fied copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignmem of this lease shall , to the extent of the interest assigned, relieve and discharge Lessee of all 
subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay 
ren tals shall be apport ioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the assignor or assignee does not fi le a certified copy of such assignment in the General Land Omce before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire ren tal due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obligations, liabi lities, and penalt ies owed to the State by the original lessee or any prior assignee of the 
lease, including any liabilities to the State for unpaid royalt ies. 

(B) A SIGNMENT LI MITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil 
acquires this lease in whole or in part by assignment wi thout the prior wrinen approval of the Commissioner of the General Land 
Office, this lease is void as of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An 
assignment will be treated as if it were made to the owner of the soil if the assignee is: 

( I) a nomi nee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soi l is a principal stockholder or is an employee of such a 
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corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil ; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, admi nistrator, 
receiver, or conservator for the owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soi l by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute 
and deliver to the owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, 
and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 
If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the 
surrendered acreage bears to the acreage wh ich was covered by this lease immediately prior to such surrender; however, such release 
wi ll not re lieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASS IGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument certified by the County Clerk of the county in which the instrument is recorded, must be filed in the General Land Office 
with in 90 days of the last execution date accompanied by the prescribed filing fee. If any such assignment is not so fil ed, the rights 
acqui red under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in 
this instru ment, including the statement of the true consideration to be paid for the execut ion of th is lease and the rights and duties of 
the parties. Any collateral agreements concerning the development of oil and gas from the leased prem ises which are not contained in 

•• et+lis lease render th is lease invalid. 
• •••• 

: 3 1. FIDUCIARY DUTY. The owner of the soil owes the tate a fid uciary dury and must fu lly disclose any facts 
•:•aficting the State's interest in the leased premises. When the interests of the owner of the soil conOict with those of the tate, the 

•owner of the soil is obl igated to put the State's interests before his personal interests . 
• •• • • • • •• 32. FORFEITU RE. If Lessee shall fai l or refuse to make the payment of any sum within th irty days afier it becomes 

due, or if Lessee or an authorized agent should knowingly make any false return or false report concerning production or drilling, or if 
Lessee shall fail or refuse to dri ll any offset well or wells in good faith as required by law and the rules and regulations adopted by the 
€om missioner of the General Land Office, or if Lessee shou ld fai l to fi le reports in the manner required by law or fail to comply with 
c~r+~ and regulations promulgated by the General Land Office, the chool Land Board, or the Railroad Commission, or if Lessee 

• tike>t~ld re fuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly 
fail~· refuse to give correct information to the proper authority, or knowingly fai l or refuse to furnish the General Land Office a 

•;orreet log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and 
the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfeiture by the Commissioner, and he shall forfei t same when suiTiciently informed of the facts which authori£e a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. llowever, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason 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 Commissioner of the Genera l Land Office of future compliance wi th the provisions of the law and of this 
lease and the rules and regulations that may be adopted re lative hereto. 

33. LI EN. In accordance with Texas Natural Resources Code 52. 136, the tate shall have a first lien upon all oil and 
gas produced from the area covered by this lease to secure payment of all unpaid royalry and other sums of money that may become 
due under this lease. By acceptance of th is lease, Lessee grants the tate, in addition to the lien provided by Texas Natural Resources 
Code 52. 136 and any other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements 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 other amounts due or to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed wi th or without court 
proceedings in the manner provided in the Ti tle I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner 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 are no prior or superior liens arising from and relating to Lessee's act ivities upon 
the above-described property or from Lessee's acquisi tion of this lease. hould the Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soi l under 
this lease with any other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them 
upon the same terms as shall be approved by the School Land Board and the Commissioner of the General Land Office for the pooling 
or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources Code 52.151-52.153. The owner of the 
soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas atural Resources Code 
52. 152. 
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35. INDEMN ITY. Lessee hereby releases and discharges the tate of Texas and the owner of the soil , their officers, 
employees, partners, agents, conn·actors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
and any actions and causes of action of every nature, or other harm, including environmental harm, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses which are caused by the activities of Lessee, its officers, employees, and 
agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that may 
arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or 
strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the tate of Texas and the owner of the soi l, their officers, employees and agents, their successors or assigns, against any and 
all claims, liabilities, losses, damages, actions, persona l injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort, contract, or strict liability, including anomeys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way re lated to Lessee's failure to comply with any 
and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activit ies on the 
leased premises; those aris ing from Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned 
by Lessee's breach of any of the terms or provisions of this Agreement or any other act or om ission of Lessee, its directors, officers, 
employees, partners, agents, contractors, subcontractors, guest , inv itees, and their respective successors and assigns. Each assignee 
of th is Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the tate of Texas 
and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of 
Lessee, its offi cers, employees, and agents as described above. li:XCE PT A OTH ERWI E EXPR E LY LIMITED HEREIN, 
ALL OF T HE INDEMN ITY OBLIGATIONS ANO\O R LIABILITI ES A UME O UN OEil T HE T ERM OF THI 
AG REEMENT HALL Il l!: WITHOUT LIMIT AND WITHO UT REGA RD TO T HE CAU E OR CAU E THEREOF 
(EXCLUDING PRE-EX I T ING CON DIT ION ), TRICT LIAlliLI TY, OR TH E NEG LIGENCE OF ANY PARTY OR 
PARTI E (INC LUDI NG THE NEG LIGENCE OF TJ-i E INOEN I IFIEO PARTY), WH ETHER UCH NEGLIGE CE ll E 
OLE, JOI NT, CONCU RR ENT, ACTIVE, OR PA IV E. 

36. ENV IRONMENTAL II AZA RDS. Lessee shall use the highest degree of care and all reasonable safeguards to 
• •·p,~ven t contamination or pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface 

•• o•r subsurface strata, ambient ai r or any other environmental medium in, on, or under the leased premises, by any waste, pollutant, or 
••• i.;taminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 

• mai eria ls, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "llazardous ubstance" 
•is defined in the Comprehensive Envi ronmental Response, Compensation and Liabili ty Act (CERCLA), 42 U.S.C. ections 960 I, et 

• • 4;e~~), or toxic substances under any federal, state, or local law or regu lation (" Hazardous Materials"), except ordinary products 
• ct>mmon ly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 

LE EE' VIOLATION OF THE FOREGOING J>ROIIIBIT ION HALL CON T ITUTE A MAT ERIAL BREAC H AND 
DEFAULT HEREUN DER AND LE EE HALL INDEMN IFY, HOLD HARMLE A 0 OEFE 0 THE TATE OF 
't EXA AND T HE OWNER OF Til E O IL FROM AND AGA IN T A Y C LA IM , DAMAG E , J OC MENT , 
.YJ1~LTI £<: , LIABILITI E , AND 0 T ( INC LUDI NG R EA ONABLE ATTORNE YS' FEE AND CO URT CO T) 

t:'Al.J$EO BY O R AR I INC OUT OF ( I) A VIOLATION OF T HE FOREGOING PRO HIBITION O R (II) THE PR E ENCE, 
.~1!-f:A E, OR OJ PO AL OF ANY HAZAROOU MATERI AL ON, UNDER, O R ABOUT T HE LEA EO PR EM I E 
(>URI NG LE EE' OC UPANCY OR CONTROL OF T HE LEA EO PREM I E . LE EE HALL C LEAN UP, 
REMOV E, ll EM EOY AND REPAIR ANY OIL OR G RO UN D WATER CONTAM INATION AND DAM AGE A EO BY 
T HE PR E ENCE OR RELEA E OF ANY HAZAROOU MATERIAL I , ON, UN DER, OR ABO UT Til E LEA EO 
PREM I E DURING LE EE' OCCU PANCY OF TH I!: LEA EO PREM I E IN CONFORMANC£<: WITH TH E 
REQU IREMENTS OF APPLI CABLE LAW. TH I INDEM NIFICATION AND A UMPTION HALL APPLY, BUT I 
NOT LIM IT£<: 0 TO, LIAlliLITY FO R RESPON E ACTION UN DERTAKEN PU RSUANT TO CER LA OR ANY 
OTHER ENVIRONMENTAL LAW OR REGU LAT ION. LE EE HALL IMMEDIATELY G IV E TH E TATE O F 
TEXA AND T HE OWN ER OF T HE OIL WRITTEN NOT ICE OF ANY BREA H OR U PECTEO BREA H OF THI 
PARAGRAPH, UPON LEA RNING OF THE PR E EN E OF ANY HA ZAROOU MATERIAL , OR UPON RECE IVING 
A NOT I E FROM ANY GOV ERNM ENTAL AGENC Y PERTAINING TO li AZAROOU MATERIAL WHIC H MAY 
AFFECT T HE LEA EO PREMI E . THE OBLIGATIO N OF LE EE HEREUN DER ' HALL URVIVE T HE 
EXPIRAT ION OR EA RLI ER TERM INATION, FOR ANY REA ON, OF THI AG REEMENT. 

37. APPLICA BLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52. 171 through 
52. 190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in 
th is lease does not conform to these statu tes, the statutes wi ll prevail over any nonconforming lease provisions. 

38. EXECUTION. This oi l and gas lease must be s igned and acknowledged by the Lessee before it is fi led of record in 
the county records and in the General Land Offi ce of the State of Texas. Once the filing requirements found in Paragraph 39 of this 
lease have been satisfied, the effective date of this lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, th is lease must be filed of 
record in the office of the County Clerk in any county in which a ll or any part of the leased premises is located, and certified copies 
thereof must be filed in the General Land Office. Th is lease is not effective unt il a certified copy of this lease (which is made and 
cert ified by the County Clerk from his records) is filed in the General Land Office in accordance wi th Texas Natural Resources Code 
52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execut ion of this lease. The bonus due the State and the prescribed fi ling fee shall accompany such certi tied copy to the General 
Land Oflice. 
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40. See auached Exhibit " A" for additional provis ions 

Ca r l Wimbe~, Vice Pre ide nt 

DATE: ~f1f!fb 
TATEOFTEXA 

BY: 
I n d i -v..--i d'u-a"ll_y_a-n'd_a_s_a_g_e_n_t ... f o-r- t.-h-e"s•ta_t_e_o-.f"'T"""e_x_a_s-

DATE: ____________ _ 

TATE Ofo TEXAS (CORPORAT ION ACKNOWLEDGMENT) 

CO NTY OF rt7tttmSfY\\ ~ la(\6'( 
•••• • BI •J{)ItF. Ml ~. the unders1hmed authonry, on thts day personally app<:ared Carl Wimbe re ly , known to mew be the p~:rson whos~: n~me 1s 

• ... ~ubscnbed w the foregmng mstrument, as Vtce Prestde m of l&gend Nanual G as IV LP a Dclewarc lunued partnershtp, and .tcknowledged ro 
.Jllw that she executed the sam~: for the purposes and consideration tln:rem expressed, in the capacuy stated, and as rhc act and deed of satd panm:rshtp. 

·: • jl! 
• ( ;1ven under my hand and s<..-al of office tht~ the ...:.._;Il..._ __ 
••• • • • • •• 

• 
•••• 

• •• •• • 
• 

•••••• • • 

TATEOF T EXA 

0 'TY O F' LUBBOCK 

( I OIVIO ALA K O WLE OC M E T) 

13elore me, the undersigned authority, on this day personally appeared Dale B. lia r deman known to me to be the person whose name are 
ubscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and consideration then:in e>.pressed. 

Given under my hand and sea l of office this the ~ ]~"O'(day of so~ . 2010. 

MARY E. BECKHAM 
Notery PIJblic 

STA Tf Of TEXAS 
My Conm Exp. J4Jy 9, 2013 

9 -



EXHIBIT "A" 

ATIACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED JUNE 29, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, DALE B. HARDEMAN, AS LESSOR , AND 
LEGEND NATURAL GAS IV, LP, AS LESSEE 

If, at the exp1rat1on of the primary term, th1s lease 1s be1ng ma1nta1ned m force under any proviSIOn of the lease. or 
w1thm 180 days prior to the exp1rat1on of the pnmary term Lessee has completed a well as a dry hole or commenced a 
well on the teased prem1ses or lands pooled therew1th . or Lessee IS then engaged 1n operations on the teased prem1ses or 
lands pooled therewith, Lessee agrees to beg1n a contmuous drilling program w1th1n 180 days after the end of the primary 
term or w1th1n 180 days after comptet1on of such well or the cessat1on of such operat1ons. whichever IS the tater date, and 
thereafter to carry on the cont1nuous dnllmg program on the leased prem1ses or lands pooled therewith unt1t all prorat1on 
umts have been dnlled allow1ng not more than 180 days to elapse between the comptet1on of one well and the 
commencement of the succeedmg well Should Lessee fall to beg1n the continuous drilling program or subsequently 
default 1n the performance thereof, then 1n e1ther event, th1s tease shall term1nate as to all lands covered hereby, save and 
except for the proration un1t surroundmg each well then producmg, capable of producmg or upon wh1ch operat1ons are 
be1ng conducted , l1m1ted, respectively, to those depths from the surface down to the strat1graph1c equ1vatent of the depth 
100 feet below the total depth dnlled 1n any such prorat1on un1t As used 1n th1s paragraph 1) the term "commission" 
means the Railroad Comm1ss1on of the State of Texas or any successor agency, 11) the term "prorat1on un1t" means any 
acreage des1gnated as a dnll1ng un1t or production unit m accordance w1th the rules of the comm1ss1on (or any other 

• ··~overnmental authority hav1ng JUnsdiCllon) or any un1l formed by pooling as prov1ded 1n th1s lease or otherw1se, 111) the 
• ... ~erms "commenced" and "commencement" mean the date when a well IS spudded, and 1v) the terms "completed" and 
••• ."4omptet1on" mean the date the 1n1t1al potent1al test report IS flied w1th the commiSSIOn, 1f a product1ve well . or the date the 

• pluggmg report IS flied w1th the commiSSion, 1f a dry hole Notw1thstandmg the part1al termmat1on of th1s tease, Lessee • • .sJlall cont1nue to have the nghts of 1ngress and egress across all of the teased prem1ses to and from lands that rema1n 
•. • ~~ Ject to th1s tease, or lands pooled therewith , for the purposes descnbed m paragraph 1 hereof, together w1th 

easements and nghts of way for roads, p1pel1nes. flowlines and other facli1t1es on or across all of the teased prem1ses for 
the exploration, development , product1on. gathenng or transporta t1on of oil, gas and other products from the lands st 111 

"Subject to lh1s lease or lands pooled therewith The sole liab1l1ty or penalty for the fa1lure of Lessee to dnll any well or 
• •We reqUired or perm1tted by th1s lease shall be the termmat1on or part1al term1nat1on of Lessee's rights under the lease 
•••• as ~rov1ded above 
•••••• • • 

2 Notw1thstand1ng anylh1ng to the contrary contamed 1n Paragraph Three (3) of lh1s Lease, for all purposes lh1s lease 
shall be a fully Pa1d-Up Oil & Gas Lease for the f1rst three years Delay Rentals have been pa1d 1n full w1th the Bonus 
Cons1derat1on tendered herem Delay Rental payment was based on a $1 00 per net mmerat acre per year for Two (2) 
Years Concluding a $2 00 per acre Pd-Up Rental Payment was made 1n advance for t11e Two (2) Year Period on the net 
mmerat acres 1nd1cated 1n th1s Lease 

3 PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY Paragraph 5 (m1n1mum Royalty ) and Paragraph 14 
(Shut 1n Royalty) contams a reference to a computation based upon the delay rental amount spec1f1ed 1n Paragraph 3 
However notw1thstand1ng anyth1ng contamed herem to the contrary , the undersigned do hereby recogn1ze. acknowledge 
and agree that 1) all m1n1mum royalty payments due pursuant to Paragraph 5 shall be calculated on the bas1s of the delay 
rental amount be1ng one dollar ($1 00) per acre, and 11) all shut-In royalty payments due pursuant to Paragraph 14 shall be 
calculated on the bas1s of double the annual rental amount of one dollar ($1 00) per acre (bemg two dolla rs ($2 00) per 
acre), but not less than $1200 00 a year for each welt capable of produc1ng 011 and gas 1n pay1ng quant1t1es 

4 The rentals for the 1" ann1versary date and for the 2"'J anniversary date have been pre-pa1d w1th the bonus for lh1s 
lease and no add1t1onal payments for the 1 '' ann1versary date and for the 2"u ann1versary date are due and payable The 
total payment to the State and to the owner of the so11 IS $702 00 per acre The state and the owner of the soli have split 
the total payment of $702 00 per acre equally 

If delay rentals are pa1d on or before the 3'u ann1versary date, the total rental pa1d shall be $168 240 00 
Sa1d payment w1llmclude a pre-payment for the delay rentals for the 41

h ann1versary date 
Payments shall be made as follows To the owner of the soli $84 120 00 

To the Stale of Texas $84,120 00 
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.. Clay '.Johnson Oil & G·as Properties 

203 WEST WALL, SUITE 202'MIDLAND, TEXAS 79701 '(432) 684-41 10' FAX (432) 684-5166 

•••• 
• •• •• • 

• ·:···: 
• 
••• • • • • •• 

• 
•••• 

•••••• 
• ·:···: 

.luly I 5, 2010 

CE 1~ 1{ LL/\ DO FFI CE 
lr. Urew Reed 

Stephen F 1\ustin Hldg. 
1700 North Congress 1\ ve. 
1\u::.Ltn, I X n70 I 

1\pprov~tl l~t:qucs t. Oil and ('Jtts Lcu::.c, 
Seuion 3, Hlod ~5 . t>. L Survey, 
l{t.:eves County. l'cxas 

Dea r Drew : 

AAPL-CPL 

I he Deed l ~e<.:ortb or Rl:t:\ c::- ( 'mull) , I c\CI'> tndicate that l)alc 13 . llankman ll\\ no:, an undt vtdcd 
J /l)ths surlit~.:t: tnlcn.:st umkt the ahuvc n.:ll.:tctH:l:d mtnentl elasstlil:d lando., 

!\ Lt:tde lw ... recentl y hel:tt m:tde lo t <til 011 ami (jao., I L'<t'>e eO\ cnng the <tbm e tntereo.,t based nn 
the lollll\vtng term ... . j,400 00 per net mtm:ral Ht:rL' llll botllt'> eonstderatton. I /4th royalty lot a 
l-I ve (5) yl:ctl ll:ase , with cst:e~ l att:d rentab lur tht: li.luttlt yea r al $400.00 pl:t at:rc . 

I havt: cn<.:losed t:opies or th~.:sc kasc lor tltc <tpproval or the Ccncral Land Ol'licc, as well CIS a 
p~.:rsnna l check in the amount or $ 100.00 ror the States processi ng kt.:. 

II )lllt have an y qlll.:::.ttons please advtsc . Your prompt and r<~votabk re spons~.: ,,111 be grea tl y 
apptcc tall:d. I hct nk you lur your lltl1t: and considcratton on Liti s nwt tcr. 

l~ c-.p~.:cl rull y. 

fVI<II) Kay l~ rasucl 

I· ndosutes 
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• l' 

•••• • • •••• 
• ·:··--: 

• ....... 
•••• 

• •••••• • • 

Section 3: A ll 
Block 45 
P L urvey 
Reeves Counry, Texas 
Contai ning 640.00 gross acres 

Owner 
The State ofTexas (M ineral Classified) 
Dale B. ll ardeman 
3225 641

h St. 
Lubbock, Texas 7941 3 

Tel: 806-79 1-4277 
806-790-3574 

S# : 461 - 12-6795 

Te n11S: $400.00 ne t acre 
I /4th royalry 
3 year te rm 

CLAY JOHNSON 

REEVES COUNTY 

Mineral Interest 
3/16 
311 6 

Total Bonus: $48,000.00 for the tate of Texas 
$48,000.00 for Dale B. Hardeman. 

Lease Date: 6/29/30 
Option to renew 2 yrs@ $400.00 

Net Acres 
120.00 
120.00 
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;1t F I I I ~ 7 0 D 

(,~11\:lill I <llld Ul I""" 
RciiiHJIII,IIIncnl "" l.~a>c 1<11111 

J{cv"cll \~plCIIIhCI Jl)<J7 l';ud-lJp 

O IL D , 1\S LE S l•: 

I Ill S AG RI: L:.M EN'! ~~ made and entered mto tillS __ (illL day ol"_lilly, 20 I 0. between the 'tme or I ex as, acttng by and through Its 
agent, M l{$. PATRI C. F/1 /AS LLY I{ EBECCA I{E/\ D ol 13111 !'rail Dnver. Austtn~ lexas 
7X7_J7 _ said agent 

(G1vc i>enmtnctll Addrcs~) 

hert:lll relerred to as the owner of the sod (\\hether one 01 mon:), and -";'7-~-;-:-:-.:..;:_;--'-'-'-:'-:~7-''-'-'-.:.-;::..:...:."7-'~'--7"'"'--:~:----------
ol ___ --: 

I . GRA II G CLAUS!: I or and tn COll\ltkratton of the amlHtnts statt:d belo" and of the co,en,mt:. and a!.!,reement:. 
to be patd, k~o:pt and pet formed b) l .e~we undl'l th1~ lt·aw. thL' Stat..: of 1~.:\as actmg by and through the 0'' n~.:r or the s<~l. her~.:b) 
granh, k:a~~o:!> and leb unto Lessee. for the ~ole and only purpose of prospecting and clrilltng lor and producing otl and gas, laytng pipe 
lin~.::., budding tank!. , storing oil and building pow~.:t Stalloth. telephone ltn~.:s and oth~o:r ~tructures ther~.:on, to produce, save, take care 
o r. lrl:at and transport stud product~ of the lease, the !oliO\\ tng land:. SllU<lted Ill Cubkrson and l{t:ev<.:~ Count). State or 
I e>.as, to-wit : 

•••• • • •••• 
• •••••• 

All o r ' cc ti on 3, llloc l< 45, Public Sc hool Land S urvey 

• Cmllatlllll!!. 640.00 acr<.:s. more 01 less. I he bomt'> consideratton pate! lt>t tht'> lea~e ts as l(.>llow~ . - -·-

••• • • • • •• 

• 
•••• • • •••• 

I o the ' tate of I e-...as: __ tilly-:.tx I housand One llundred Sixty and No/ I 00----_-_--_-_--_-_--_-_-____ _ 
Dollars($ ~'i.Q.J60.QO ) 

I o the owner of' the sod : I tli_y-si' ·1 hQusand One llllildred txty and Noll 00---------------
Dollar~ (l> Sf!, I g<.LQO ) 

I tlla I bonw; <.:ons It!<.! rat ion· Qm: lluilll.~J;d I ~' el ve_lhousan~l ll!rctli \!!Kirc_Q I wt:nt) and No. I 00-------=----
Dollars (5> 1 12.no.oo ) • ······ • • I h~.: lt>lal bonus <.:on~ideration patd rcprt:scnt~ a bonus or St.:VCI] llundred 1\vo and Noll 00---------- :_:--_-_--__ _ 
Dollar~($ 702 00 ) per a en:. on I QQ 0 net acres 

2 I LRM SubjCl.l to the othet ptll\ lSlllll'> Ill thts lea-.,e. tim ka~e shall he ror a l<.:rm ol Fi VC ( 5) years from thts dill<.! 
(h~.:re111 called pnnnu) term") and a~ long th~.:r~o:<tlter a!> otl and gas. or e1tltcr olthcm. ts produced 111 paying quantities from s<ud land 
A!> used 111 thts leas~.: , the term "p1odu<.:<.:d 111 p.t) tng quanllltes" means that tit<.: r~.:<.:~-:1pts l'rom tht: sale or other authon;~.:d <.:Uillllll:ITta l 
USe of the substanCO.::(s) COVered eXC<.!ed Olll of' pod,ct op..:ratiOn<d<.:;..pen~L'S l(>r the $1\ lll!lllths last past 

3 DI: LAY RI: N I AI.S If no wellts commenced on the le,tsed premt...cs on or bclote one (I) )t:at !rom tht'> dat~.:.tlm 
le.t\1.: sh,tl lt~o:rmlmllc, unless on 01 before su<.:h antllver~ar) date l.c:.see shall pa) or tender to the O\\l1Cr ol"tht: sod or to hts credit 111 tht: 
Pa) direct to Lessor ell the above address Bank, <ll - -- - --- ' or liS Sllt:Cl.!SSOrs (\1 htch shall 
COilllnlle as the depOSitOry rt:gardlc:;s Of Changes Ill the OWIH;!rship or ~atd land), the amount Sp<.:ctlicd beiO\\, Ill ctddlt!Oil, l.essec '>hall 
pay or tender to the CO MMI SSION I: R 0 1· 11 11 . GI.NI. IUII. I.ANI) 01-1- ICI ·. 01· 1"111: S I A"ll : 0 1 I I: XAS. A I ALJS liN. II: XAS. a 
lik<.: Slllll on or belore satd date. Payments undcr thts paragraph shall operate as a rental and shall cover the pnvtlcge or dcll:rnng the 
commcn<.:<.:ment or a wcll lor one (I) year rrom satd date Pa) ments under tillS paragraph shall be 111 the folio' ' mg amoums· 

I o thc owner of the soil '>l.!L' Paragr<~phs I ami ~..Qfthc dttached l..xhtblt "A" f(>r am~.:nded Delay R..:ntal Ptovtston 
Dollar..,($ ) 

I 0 thc Swte or I e:-.as: seL' l>magraphs I and 3 or the all<tched l·.xh tbll "A" f'lll tllllended Dela) l{t:tllal (>rovt~ton 
Dollars ('h ) 

I otal Rl.!ntal -.ee l>ar!(gntphs I and 3 of' the attach~.:d I \h tbll "A" l<.ll ,unended Del a) Rt,:ntal Provt~ton 
Dollars ($ ) 

In a ltk<.: manner and upon ltk<.: payments 01 t<.:nder\ <tltllu<illy. the <.:ommencem<.:nt or <1 \\CII lllCt) be lurther dcll:rrt:d I"<H su<.:cess1vc 
penod'> ol one (I) year each dunng the prin1:11') t<.:rm . /\II payment\ or tenders orn:ntalto tht.: ownc1 of the sod may be nwtk by ch<.:ck 
01 \tght dra li or l.e.,se<.:. or any as!'>tg.nce oltht'> ll:a-.e. and nt<l\ be deltvered on 01 b~.:lore til~.: rcnwl paytng date lithe ban" d<.:">tgnatcd 
111 thts p<ll<~graph (ot tl'> \UCCC'>~m ban") ~hould <.:c<~~c to e\lsl. -.,u!>pend bu\llll:S\. ltqutdate. liul m b~· \Ucce<.:ded b) anothe1 bank. or l(ll 
an) re<~son fiul or refuse to accept tental. l.e..,..,ee .,h,tl ltHll he held 111 dclauh lor l~ulure to n1.tke such pa)lllt:tlls otlL'nd~::rs ol rental until 
tlmty (30) days aftet the owner ol the soil ">hall dcltver to I essee" ptopn recordable tll'>trument namtng anothet ban" ""agent to 
rccetve ~u<.:h pa) menh or tendt:r'>. 
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4. PRODUCTION ROYAL T l E Upon production of oi l and/or gas, Lessee agrees to pay or cause to be paid one-
half ( 1/2) of the royalty provided for in th is lease to the Commissioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-hal f( l /2) of such royalty to the owner of the soi l: 

(A) OIL. Royalty payable on oi l, which is de fined as including all hydrocarbons produced in a liquid form at the mouth 
of the well and also as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or 
other equipment, as hereinafler provided, shall be 114th part of the gross production or the market value thereof, at the option of the 
owner of the soi l or the Commissioner of the General Land Office, such value to be determined by I) the highest posted price, plus 
premium, i f any, o!Tered or paid for oil, condensate, disti llate, 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 genera l area where 
produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas 
produced from the leased premises is sold, used or processed in a plant, i t will be run free of cost to the royal ty owners through an 
adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be 
waived in writing by the royalty owners upon such terms and conditions as they prescr ibe. 

(B) NON PROCE ED GAS. Royalty on any gas (including flared gas), which is defi ned as all hydrocarbons and 
gaseous substances not defined as oi l in subparagraph (A) above, produced from any well on said land (except as provided herein wi th 
respect to gas processed in a plant for the extraction of gasoline, liqu id hydrocarbons or other products) sha ll be l/4th part of the 
gross production or the market value thereof, at the option of the owner of the soi l or the Commiss ioner of the General Land Ol'fice, 
such value to be based on the highest market price paid or offered for gas of comparable quality in the genera l area where produced 
and when run, or the gross price paid or offered to the producer, wh ichever is the greater; provided that the maximum pressure base in 
measuring the gas under th is lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base 

• • • ' CM'lperature shall be sixry (60) degrees Fahrenheit, correction to be made for pressure according to Boy le's Law, and for speci fi c 
• • •ravity accord ing to tests made by the 13alance Method or by the most approved method of testing being used by the industry at the 
••••i•~ of testing. 
• • 

• (C) PROCESSED GAS. Roya lty on any gas processed in a gaso line plant or other plant for the recovery of gasol ine or 
• • ~tner liquid hydrocarbons shall be 114th part of the res idue gas and the liquid hydrocarbons extracted or the market va lue thereof, at 

• tM option of the owner of the soi l or the Commissioner of the General Land Office. All royalties due herein shall be based on one 
hundred percent ( I 00%) of the total plant production of residue gas attributable to gas produced from this lease, and on fifty percent 
(50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons attributable to 
t he gas produced from this lease; provided that i f l iquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or 

• •M;orent, subsidiary or affil iate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fi lly percent (50%) 
• t>r the highest percent accruing to a th ird party processing gas through such plant under a processing agreement negotiated at arm's 

•• ~~h (or if there is no such third party, the highest percent then being speci fied in processing agreements or contracts in the industry), 
•whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest 
market price paid or offered for any gas (or liquid hydrocarbons) of comparable quali ty in the general area, or 2) the gross price paid 
or offered for such residue gas (or the weighted average gross sell ing price for the respective grades of l iquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under th is paragraph be less than the royalties which would 
have been due had the gas not been processed. 

(D) OTi lER PRODUCT . Royalry on carbon black, sulphur or any other products produced or manufactured from gas 
(excepting l iquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other 
processing shall be 114th part of the gross production of such products, or the market value thereof, at the option of the owner of the 
soil or the Commissioner of the Genera l Land Offi ce, such market value to be determined as follows: I ) on the basis of the highest 
market price of each product for the same month in which such product is produced, or 2) on the basis of the average gross sale price 
of each product for the same month in which such products are produced; whichever is the greater. 

5. M IN IM UM ROYALT Y. During any year after the expiration of the primary term of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year. I f Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
{$ 1.00) per acre. 

6. ROYALTY IN K IN D. Notwithstanding any other provision in this lease, ar any time or from time to t ime, the 
owner of the soi l or the Commissioner of the General Land Office may, at the option of ei ther, upon not less than sixty (60) days 
not ice to the holder of the lease, require that the payment of any royalt ies accru ing to such royalry owner under this lease be made in 
kind. The owner of the soil 's or the Commissioner of the General Land Office's right to take its royalty in kind shall not dimin ish or 
negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalt ies accruing under this lease (includ ing those paid in kind) shal l be 
without deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, 
transporting, and otherwise making the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay 
royalties on the gross value received, including any reimbursements for severance taxes and production re lated costs. 
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8. 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. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may 
recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing formation underlying the leased 
premises afler the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas until 
it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROYALTY PAYM ENTS AND REPORT . All royalties not taken in kind shall be paid to the Commissioner of the 
General Land Office at Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas sha ll be as provided in the rules set forth in the Texas Register. 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 15th 
day of the second month succeeding the month of production, accompanied by the affidavi t of the owner, manager or other authorized 
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of all 
oil and gas produced and the market va lue of the oil and gas, together with a copy of all documents, records or reports confi rming the 
gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or 
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a 
manager 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 showing by the assigned General Land Office lease number the amount 
of roya lty being paid on each lease. If Lessee pays his royalty on or before rhirry (30) days after the royalty payment was due, then 
Lessee owes a penalty of 5% on the roya lty or $25.00, whichever is greater. A roya lty payment which is over thirty (30) days late 
shall accrue a eenalry of 10% of the royalty due or $25.00 whichever is greater. In add ition to a penalty, royalties shall accrue interest 

• • <V. a rate of 12 • per year, such interest wi ll begin accruing when the royalty is sixty (60) days overdue. Affidavi ts and supporting 
• .. ~~\lments wh ich are not filed when due sha ll incur a penalty in an amount set by the General Land Ollice 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 
•: t.11t1$ing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 

10 prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
. above penalty provisions shall not apply in cases of title dispute as to the tate's portion of the royalty or to that portion of the royalty 

• . h\dTspute as to fair market value. 

10. (A) RESERV ES, CONTRA CTS AND OTII ER RECO RDS. Lessee shall annually furnish the Commissioner of the 
Qeneral Land Office with its best possib le estimate of oil and gas reserves underlying th is lease or allocable to this lease and shall 
J.,•gish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 

• Jij'Q~,dments to such contracts wi thin th irty (30) days after entering imo or making such contracts, agreements or amendments. Such 
contl;ilcts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 

• ptM~ise authorized by Lessee. All other contracts and records pertaining to the product ion, transportation, 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 to inspection and examination by the Commissioner of the General Land Office, the Attorney 
Genera l, the Governor, or the representat ive of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. uch written not ice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests, completion reports and pluggi ng reports shall be suppl ied to 
the General Land Office at the time they are fi led with the Texas Rai lroad Commission. All applications, permits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or 
any other governmental agency shall include the word " tate" in the tit le. Additionally, in accordance with Rail road Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the 
land must also include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, 
cuttings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to 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 total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

(C) PENA LTIES. Lessee shall incur a penalty whenever reports, docu ments or other materials are not filed in the 
General Land Office when due. The penalty for late filing shall be set by the General Land Office adm in istrative rule which is 
effect ive on the date when the materials were due in the General Land Office. 

II. DRY IIOLE/CESSATION OF PRODUCTION DURING PRIMAR Y TERM. If, during the primary term hereof 
and prior to discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the 
primary term hereof and afler the discovery and actual production of oil or gas from the leased premises such production thereof 
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the 
next annual de lay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights 
shall remain in full force and effect without further operations until the expiration of the primary term ; and if Lessee has not resumed 
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production in paying quantities at the expiration of the primary term, Lessee may mainta in th is lease by conducting additiona l drilling 
or reworking operat ions pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production 
under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oi l or 
gas well within the primary tenn hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafler a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DR ILLING AND REWORK ING AT EX PIRATION OF PRIMARY TERM. If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, th is 
lease shall remain in force so long as operations on said wel l or for drilling or reworking of any addi tional well are prosecuted in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oi l and/or gas, so long thereafler as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well roya lties or compensatory royalt ies is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORK ING. If, afler the expiration of the primary term, production of oil or 
gas from the leased premises, afler once obtained, shou ld cease from any cause, this lease shall not terminate if Lessee commences 
addit ional drilling or reworking operations within 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 production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or 
payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in 
the completion of a well as a dry hole, the lease will nottenninate if the Lessee commences additional drilling or reworking operations 

• • •wit~ in sixty (60) days afler the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
••<frill ing or reworking operations in good fai th and in a workmanlike manner without interruptions totaling more than sixty (60) days. 

•• k~ee shall give wrinen notice to the General Land Office within thirty (30) days of any cessation of production . 
• 

• 14. SII UT-IN ROYALTI ES. For purposes of this paragraph, "well" means any well that has been assigned a well 
• • gMiber by the state agency having jurisdiction over the production of oil and gas. If, at any time afler the expiration of the primary 

•tetl'h of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oi l or gas is not being produced for lack of suitable production faci lit ies or lack of a 
suitable market, then Lessee may pay as a shut-in oi l or gas royalty an amount equal to double the annual rental provided in the lease, 
1.1ut not less than $ 1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of th is lease does not 

• ~1>t:t~y a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($ 1.00) per acre. To 
tt•t!ffective, each initial shut-in oil or gas royalty must be paid on or before: ( I) the expiration of the primary term, (2) 60 days after 

. 11l~.l:Cssee ceases to produce oil or gas from the leased premises, or (3) 60 days afler Lessee completes a drilling or reworking 
t>pen:tt ion in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half ( l/2) to the owner of the soi l. If the shut-in oil or gas royalry is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of 
the primary term, or from the first day of the month following the month in which production ceased, and, afler that, if no suitable 
production facilities or suitable market for the oil or gas ex ists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMP ENSATORY ROYAL Tl ES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand ( 1,000) feet of the 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 the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same produc ing reservoir and wi th in one thousand ( 1,000) feet of the leased premises. The compensatory 
royal ty is to be paid monthly, one-half (I /2) to the Commissioner of the General Land Office and one-half ( 1/2) to the owner of the 
so il , beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located within one thousa nd ( I ,000) feet of the leased premises. 
1 f the compensatory 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 equal to the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments 
which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions wi ll 
relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas Natural 
Resources Code 52. 173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obl igation to drill offset we lls. 

16. RETAIN ED ACREAGE. otwithstanding any provision of this lease to the contrary, afler a well producing or 
capable of producing oil or gas has been completed on the leased premises, Lessee shall 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 this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall then terminate as to all of the lea ed premises, EXCEPT ( I) 40 acre surrounding each oil well capable of 
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producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying q~ant i ties C!n~ludi ng a shlll.-in 
oil or gas well as provided in Paragraph 14 hereof), or a well upon whic~ Lessee is then engaged 111 contmuous dnlllng or reworkmg 
operations, or (2) the number of acres included in a producing pooled untt pursuant to Texas Natura l Resource~ Cod~ 52. 151-52.153, 
or (3) such greater or lesser number of acres as may t~en be a lloc~te~ for production purposes to a prorauon umt for each such 
producing well under the rules and regul~tions of the Rallro~d CommiSSIOn of~exas, o~ an~ succes~o~ agency. or other go~ernmental 
authority having j urisdiction. If at any t1me after the effective date of the partml termmat1on proviSions hereof, the ~ppllcab le field 
ru les are changed or the well or wells located thereon are :eclass ified so that less acreage is thereafter allocated _to satd well or wells 
for production purposes, thi~ lease ~hall thereup~n ~ermtnate. as to all acreage no~ thereafter allocated t? sa1d well or wells for 
production purposes. otwtthsta~dmg t~e term mat ton of thts lease as to a ~ort101~ of the .lands covered hereby, Lesse~ sh~ll 
nevertheless continue to have the nght of mgress to and egress from t~e. l ands Still su.bJ7Ct 10. t h1~ lease for all purpo,ses de~c~1.bed 1n 
Paragraph 1 hereo f, together with easements and right-of-ways for ex1stmg roads, ex1stmg p1pellnes and other ex1~tmg fac d1hes on, 
over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the retamed lands and for 
the gathering or transportation of oil , gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after. the exp i r~tion da~.e of the prima~,Y ?r 
extended term it shall further terminate as to all depths below I 00 feet below the total depth dnlled (heremafter deeper depths ) Ill 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) years a fler the primary or extended term 
Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this. lease ~as ~pec i fied on page I 
hereof). 1 f such amount is paid, this lease shall be in force and effe.ct as to s_uch deeper ?epths! and sa1d. t.ermmauon shall be delayed 
for an additional period of two (2) years and so long therea fler as oil or gas IS produced m paymg quantities from such deeper depths 
covered by th is lease. 

(C) IDENTIFICATION AND FILING. The surface acreage reta ined hereunder as to each well shall , as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 

•••• Commissioner of the General Land Office. Within thirty (30) days a fter partial term ination of th is lease as provided herein, Lessee 
• ••• .s,1all execute and record a release or re leases containing a satisfactory legal description of the acreage and/or depths not retai ned 

11.ereunder. The recorded release, or a certified copy of same, shall be fi led in the General Land Office, accompanied by the fi ling fee 
•:···r:.·escribed by the General Land Office rules in effect on the date the release is fi led. If Lessee fails or refuses to execute and record 

• such release or releases with in ninety (90) days after being requested 10 do so by the General Land Office, then the Commissioner at 
•• ,ll is sole discretion may designate by wrinen instrument the acreage and/or depths to be released hereunder and record such instrument 

•. •. ~' Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

• 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall rel ieve 
••• l-essee of his obligation to protect the oil and gas under the above-descri bed land fro m being drained. Lessee, sublessee, receiver or 

• ••• ~rher agent in control of the leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 
t~ a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addition, if oil and/or gas should be 

•: .. ~~duced in commercial quantities wi thin 1,000 feet of the leased premises, or in any case where the leased premises is being drained 
by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good fa ith begin the 
drill ing o f a well or wells upon the leased premises within I 00 days a fter the draining well or wells or the well or wells completed 
within I ,000 feet of the leased premises start producing in commercial quant it ies and shall prosecute such drill ing with dil igence. 
Fa ilure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfei tu re. Only 
upon the determination of the Commissioner of the General Land Office and wi th his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obl igation to drill an offset well or wells requi red under th is 
paragraph. 

18. FORCE MAJEU RE. If, after a good fai th effort, Lessee is prevented from complying with any express or implied 
covenant of this lease, from conducting dri ll ing operations on the leased premises, or from producing oil or gas from the leased 
premises by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then 
while so prevented, Lessee's obligat ion to comply with such covenant sha ll be suspended and Lessee shall not be liable for damages 
for fai lure to comply wi th such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in th is 
paragraph shall suspend the payment of de lay rentals in order to mainta in th is lease in effect during the primary term in the absence of 
such drill ing or reworking operations or production of oil or gas. 

19. WA RRANTY CLAU E. The owner of the soil warrants and agrees to defend title to the leased premises. If the 
owner of the so il defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soi l in the 
leased premises: by pay in~;. any mortgage, taxes or other liens on the leased premises. If Lessee makes payments on behalf of the 
owner of the soli under th1s paragraph, Lessee may recover the cost of these payments from the rental and royalties due the owner of 
the so il. 

20. - (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the ent ire undivided 
surface estate in the above described land, whether or not Lessee's interest is specified herein, then the royalt ies and rental herein 
provided to be paid to the owner of the soil shall be paid to him in the proportion which his interest bears to the entire undivided 
surface estate and..the royalties and rental herein provided to be paid to the Commissioner of the General Land Office of the State of 
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the roya lty or rental due to the Commissioner of the 
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Offi ce a wriuen 
statement which. explains the di~c~epancy between the interest purportedly leased under this lease and the actual interest owned by the 
owner of the soli . The CommiSSioner of the General Land Office shall be paid the value of the whole production allocable to any 
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1 
ed by a tease tess the proportionate deve lopment and production cost allocable to such undivided interest. 

un 1v1 e mte1est no cover , · 1 h d · 11 bl h · 
1 

1 all the Commissioner of the General Land Office rece1ve as a roya ty on t e gross pro uctlon a oca e to t e 
However, 111 no even s l · 1 ( 1 16) f 1 d · undivided interest not leased an amount tess than the value of one-s1xteent 1 I o sue 1 gross pro uct1on. 

(B) REDUCTION OF PA Y~ENTS. If, during the pr imary term, a portion of the land covered by this lea~e _is 
included within the boundaries of a pooled ullll that has been appro~ed by th~ chool Land B~ar~ and the ow_ner of the soil 111 
accordance with Natural Resources Code Sections 52 .1 5 1-52. 154, or 1f at any tun~ after th~ exp1rat1on of the pnmary term or the 
extended term, this tease covers a lesser number of acres than the total amount descnbed herem, payments that ar~ made on a per acre 
basis hereunder shall be reduced according to the number of. acres poo l~d, releas~d, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the te~ms o~ thts lease dun_ng _the pnmary _term shall be calculated based upon the 
number of acres outside the boundaries of a pooled un1t, or, 1f after the exptratlon of the pnmary term, the number of acres actually 
reta ined and covered by this lease. 

2 1. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under 
this tease except water from wells or tanks of the owner of the _soil ; p~ovided , ho,~ever, Lessee shall not use potab_le water or water 
suitable for livestock or irrigation purposes for watertlood operatiOnS wtthout the pnor consent of the owner of the soil. 

22. AUTHOR IZED DAMAG ES. Lessee shall pay the owner of the soil for damages caused by its operations to all 
personal property, improvements, livestock and crops on said land. 

23. PIPELINE DEPTII. When requested by the owner of the soil , Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIM IT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now 
on said premises without the written consent of the owner of the soil. 

•••• • • •• •• 25 . POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to 
•••• .We vent pollution. Without lim iting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 

• !1e prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contaminat ion. In the even_t of 
• pollution, Lessee shall use all means at its ~isposal to recaptu re. all escape? h~drocarbons or ot~er pollutant and shall ~e resp~ns t bl e 

• • • • ,"r all damage to public and pri_vate propert1_es. Lessee shall bull~ ~nd mamtam fences aro_und ItS slush, sump, and dra111age pHs and 
• • t ank batteries so as to protect livestock agamst loss, damage or lllJury; 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. Lessee shall, while 
conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, and upon 

• completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
.... ~gu i pment will be kept painted and presentable . 
•••• 

• 26. REMOVA L OF EQU IPM ENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
•:• · machinery and fixtures placed by Lessee on the leased premises, includ ing the right to draw and remove casing, within one hundred 

twenty ( 120) days afler the expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 
120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. 
Addit ionally, Lessee may not draw and remove casing until a fter thirty (30) days wriuen notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which 
are not timely removed by Lessee under the tem1s of this paragraph. 

'· 

27. (A) ASSIGN MENTS. Under the condit ions contained in this paragraph and Paragraph 29 of this lease, the rights 
and estates o f either party to th is lease may be assigned, in whole or in part , and the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. However, a change or division in ownership of the 
land, ;emals, or roya lt ies will not enlarge the obl_igati<;ms of Less~e, diminish the rights, privileges and estates of Lessee, impair the 
~ffecuvene~s of any payment made by Le~see or 1mpa1r the effectiveness of any act performed by Lessee. And no change or division 
111 _owners~ 1 p of the land, rentals,_ or royaltle_s shall bu:d Lessee for any p~rpose. u!'til thirty (30) days afler the owner of the soil (or his 
~e 1rs, ~ev 1 sees, 1_e9al representatives _or ass 1gns~ furn1shes th~ Lessee with satisfactory wriuen evidence of the change in ownership, 
mcludmg the ongmal recor~ed m~n1ments of t_ttle (or a cerufied copy of such original) when the ownership changed because of a 
conveyance. A total or part1al ass1gnmem of thts lease shall , to the extent of the interest assigned, relieve and discharge Lessee of all 
subsequem obligat ion ~ under this lease. If th is lease is assigned in its ent irety as to only part of the acreage, the right and option to pay 
renta l ~ shall be apport iOned as between the several owners ratably, according to the area of each, and fai lure by one or more of them to 
pay hts sh_are of th~ rental sha_ll not affect this lease o~ the part of the land upon which pro rata rentals are timely paid or tendered; 
however, 1f the ass1gnor or ass1gnee does not file a cert1fied copy of such assignmem in the General Land Office before the next rental 
payi!1g date, the enti;e lease shall _1err!1inate. fo~ ~a.i lure to pay t h~ entire rental due under Paragraph J. Every assignee shall succeed to 
all nghts and be subJeCt to all obhga11ons, hab1hlles, and penalties owed to the State by the original lessee or any prior assignee of the 

--~ease, including any liabi lities to the tate for unpaid royalties. 

. . (~) ASSI9NMENT LI~ITATIO~ . Notwithstanding any provision in Paragraph 27(a), if the owner of the soil 
acqu1res th1s lease 111 whole or 111 part by ass1gnmen1 Without the prior written approval of the Commissioner of the General Land 
Oflice, this lease is void as of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An 
assignment will be treated as if it were made to the owner of the soil if the assignee is: 

( I) a nominee of the owner of the soil; 
(2) a corporat ion or subsidiary in which the owner of the soi l is a principal stockholder or is an employee of such a 
corporation or subsidiary; 
(3) a partnership in which the owner of the soi l is a part ner or is an employee of such a partnership; 
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(4) a principal stockholder or employee of the corporat ion which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil ; 
(6) a fiduciary for the owner of the so il; including but not limited to a guard ian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil ; or 
(7) a fami ly member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in th is paragraph and Paragraph 29, Lessee may at any t irne execute 
and deliver to the owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, 
and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 
If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the 
surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release 
will not relieve Lessee of any liabi lities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASS IGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument certified by the County Clerk of the county in which the instrument is recorded, must be filed in the General Land Office 
within 90 days of the last execution date accompanied by the prescribed filing fee. If any such assignment is not so filed , the rights 
acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLA U E. All provisions pertaining to the lease of the above-described land have been included in 
this instrument, including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of 
the parties. Any collateral agreements concerning the development of oi l and gas fTom the leased premises which are not contained in 
this lease render this lease invalid . 

•••• 
• •••• • 3 1. FIDUCIARY DUTY. fhe owner of the soil owes the tate a fiduciary duty and must full y disclose any facts 

affeeting the State's interest in the leased premises. When the interests of the owner of the soil connict wi th those of the State, the 
· ~~viir of the soi l is obligated to put the State's interests before his persona l interests . 

• 
• •• 32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes 

• Jue, ·or if Lessee or an authorized agent should knowingly make any false return or fa lse report concerning production or drilling, or if 
Lessee shall fai l or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by the 
Comm issioner of the General Land Office, or if Lessee should fa il to fil e reports in the manner required by law or fail to comply with 
mles and regulations promulgated by the General Land Office, the School Land Board, or the Rai lroad Commission, or if Lessee 
~tl~ refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly 

• rotltt>r refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a 
corr~~ log of any well, or if Lessee shall knowingly violate any of t he material provisions of this lease, or if this lease is assigned and 
U e•agsignment is not fi led in the General Land Office as required by law, the rights acquired under th is lease shall be subject to 
forfeirure by the Comm issioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason 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 Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

33. LI EN. In accordance wi th Texas Natura l Resources Code 52. 136, the tate shall have a first lien upon all oi l and 
gas produced from the area covered by this lease to secure payment of all unpaid roya lty and other sums of money that may become 
due under this lease. By acceptance of this lease, Lessee grants the State, in add ition to the lien provided by Texas Natural Resources 
Code 52. 136 and any other appl icable statutory lien, an express contractual lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee !Tom the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fi xtures on and improvements 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 other amounts due or to become 
due under th is lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the 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 instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising !Tom and relating to Lessee's activities upon 
the above-described property or !Torn Lessee's acquisition of this lease. hould the Commissioner at any time detern1ine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under 
th is lease with any other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them 
upon the same terms as shall be approved by the chool Land Board and the Commissioner of the General Land Office for the pooling 
or unitizing of the interest of the State under th is lease pursuant to Texas Natural Resources Code 52. 15 1-52. 153. The owner of the 
soil agrees that the inclusion of th is provision in this lease satis fies the execution requirements stated in Texas Natural Resources Code 
52. 152. 

35. INDEMN ITY. Lessee hereby releases and discharges the State of Texas and the owner of the soi l, their officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and ass igns, of and !Tom all 
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and any actions and causes of action of every nature, or other harm, including environmental harm, for wh ich recovery of damages is 
sought, including, but not limited to, all losses and expenses which are caused by the activities of Lessee, its officers, employees, and 
agents arising out ot: incidenta l to, or resulting from, the operations of or fo r Lessee on the leased premises hereunder, or that may 
arise out of or be occasioned by Lessee's breach of any of the terms or provisions of th is Agreement, or by any other negligent or 
strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemn ify, defend and hold 
harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any and 
all claims, liabilities, losses, damages, actions, personal inju ry (includ ing death), costs and expenses, or olher harm for which recovery 
of damages is sought, under any theory including tort, contract, or strict liability, includ ing attorneys' fees and other lega l expenses, 
incl uding those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any 
and all environmental laws; those aris ing from or in any way related to Lessee's operations or any other of Lessee's activities on the 
leased premises; those arising fro m Lessee's use of the surface of the leased prem ises; and those that may arise out of or be occasioned 
by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of Lessee, its directors, officers, 
emp loyees, partners, agents, cont ractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee 
of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemni fy, defend and hold harmless the State of Texas 
and the owner of the soil, their offi cers, employees, and agents in the same manner prov ided above in connection with the act ivit ies of 
Lessee, its officers, employees, and agents as described above. EXCEPT A OTHERWI E EXPR ESSLY LIMIT ED HEREIN, 
ALL OF T HE INDEMN ITY OB LIGATION ANO\OR LIABILIT IE AS UME D UN DER T HE TERM OF THI 
AGREEMENT HALL BE WITHOUT LI M IT AN D WITHOUT REGA RD TO T HE CAUSE OR CAU E THEREOF 
(EXC LU DI NG PR E-EX I TINC COND ITION }, STRI CT LIABILITY, O R THE NEG LIG ENCE OF ANY PA RTY OR 
PART IE ( INCLU DI NG T HE NEG LI GENC E O F T HE INOEN INIFIIW PARTY), WHET HER SUC H NEG LI GENCE BE 
OLE, JO INT, CONCU RR ENT, ACTIVE, OR PASS IVE. 

36. ENV IRONM ENTA L HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to 
~revent contamination or pollut ion of any environmental medium, includ ing soi l, surface waters, groundwater, sediments, and surface 

• ·ot~~tbsurface strata, ambient air or any other environmental medium in, on, or under the leased premises, by any waste, pollutant , or 
•cont~m inant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 
.aa~iefia ls, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "llazardous Substance" 

i s defi ned in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U .. C. ections 960 I, et 
se~ .), or toxic substances under any federal, state, or local law or regulation (" Hazardous Materials"), except ordinary products 

• ~em1flonly used in connection with oi l and gas exploration and development operations and stored in the usual manner and quant ities. 
t~~ EE' VIOLAT ION OF T HE FOREGOI NG PROHIBITION HALL CON T ITUT E A MATERI AL BREACH AN D 
DEFAU LT HEREUNDER AND LESSEE HALL INDEMNI FY, HOLD HARMLE AND DEFEN D THE TATE O F 
TEXA AN D TH E OWNE R O F T HE OIL FROM AN D AGA IN T AN Y C LA IM , DAMAG E , J UDGMENT , 
PtN,.A LT IES, LIABILITI ES, AN D CO T (INC LUDI NG REA ONABLE ATTORNEY ' FEES AN D CO URT CO T ) 

.CAll ED ll Y OR ARI INC OUT OF (I) A VIOLATION OF T HE FO REGO ING PROHIBITION OR (II) THE PR E ENCE, 
1U:L f,A E, O il Dl PO AL OF ANY HAZA RDOU MATERI AL ON, UNDER, O R ABOUT T HE LEA ED PREMI E 
n~lfiC LE EE' OCCUPANCY OR CONTRO L OF Til E LEA ED PR EM I E . LESSEE HALL C LEAN UP, 
I(EM OVE, REM EDY AND REPAIR ANY OIL OR GROUN D WATER CONTAM INATION AN D DAMAGE CA ED BY 
THE PR E ENCE O R RELEASE OF AN Y HAZA RDOU MATERI AL IN, ON, UN DER, OR ABO T THE LEA ED 
PR EMI ES DURING LE EE'S OCCU PANC Y O F THE LEA ED PREMI E IN CONFOR MANC E WIT H T HE 
REQU IR EM ENT OF APPLICAB LE LAW. THIS INDEMNIFICATION AN D A UMPT ION SHALL APPLY, BUT I 
NOT LI MITE D TO, LI ABILITY FO R RE PON E ACT ION UN DERTA KEN PUR UANT TO CERCLA OR AN Y 
OT HER ENV IRON MENTAL LAW O R REGU LAT ION. LE EE HALL IMME DI ATE LY G IVE T HE TATE OF 
TEXA AN D T I-l E OWNE R OF T HE OIL WRITTEN NOTICE OF ANY BREACH OR U PECT ED ll REACH OF T HI 
PA RAG RAPH, UPON LEA RNING OF T HE PR E ENC E O F ANY HAZA RDO MATERI ALS, O R PON RECEIVING 
A NOTICE FROM ANY GOVERNM ENTA L AGENCY PERTA INING TO HAZA RDOU MATERI AL WHI C H MAY 
AFF ECT THE LEA ED PR EM I E . T HE O BLIGATION OF LE EE HEREUNDER HALL RVIVE T HE 
EXPIRATION O R EAR LIER TERMI NAT ION, FOR ANY R EA ON, OF TI-ll AG REEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52. 17 1 through 
52. 190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in 
this lease does not conform to these statutes, the statutes will prevail over any nonconform ing lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is fi led of record in 
the county records and in the General Land Office of the State of Texas. Once the fi ling requirements found in Paragraph 39 of this 
lease have been satisfi ed, the effective date of this lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be ti led of 
record in the office of the County Clerk in any county in which all or any part of the leased premises is located, and cert ified copies 
thereof must be fi led in the General Land Office. This lease is not effective unt il a certified copy of this lease (which is made and 
certified by the County Clerk from his records) is fi led in the General Land Office in accordance with Texas Natural Resources Code 
52. 183. Additionally, this lease shall not be binding upon the State un less it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed fi ling fee shall accompany such cenified copy to the General 
Land Office. 
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40. See auached Exhibit ·'A" for additional provisions 

L GAS IV, LP 

' 

BY:~~~~~~~~_L~~~~~ 
I ndiv1dua lly ami as agent for the State of Tcx· ' 
Teas 
Mrs. Patrick Browning 
DATE: 7 ·-0 V ·- 2(2 

STATE OF TEXAS 

• :~~~HY OF~~ d l&f\~ 
• 

TATE OFTEXA 

BY: ____________________________ __ 
Individua lly and as agent fo r the tate of 

DATE: ________________________ __ 

(CORPORAT ION ACKNOWLEDGMENT) 

•••••• 
• • BI •: F< )RE 1\.11·:, the undcrs•gncc..l authunty, on th1~ day pcr~unally appL-n.rcd Carl Wimberc l)!, known to me to be [he person whose nan1c IS 

~~bscnbcd w !11c forcl\oml\ Instrument, as V tee Prcstdeot of Legend antral Gas IV. LP a Deleware hmued parmershtp , and :.cknowledged to ••• • n1\: t~f.l t she executed the same for the purposes and cons1dera110n rhcre111 expr · sed, 111 the capac1ty stated, and as the act and deed of satd panncrshtp. 

• • Civen under my hund and seal of office thiS the jn_ d:ly of • 2010. 

• 
•••• • • •••• 

• •••••• • • 

TATE OFTEXA 

OUNTY OF TRA V I 

em. j( £@.ol 
mary l'ubhc rn and for the State ofTI•:X \S 

(INDIVIO ALA K OWLEDGME T ) 

Before me, the undersigned authority, on this day personally appeared Mrs. Patrick Browning known to me to be the person whose name are 
subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and considc:ration therein expressed. 

Given under my hand and seal of office this the .;:( G:, day of-7?-=-=::r~--~· 

MARY PILIJIRD 
MY COMMISSION EXPIRES 

January 30, L'01 3 
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EXHIBIT "A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED JULY 6, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, MRS PATRICK BROWNING , AS LESSOR, AND 
LEGEND NATURAL GAS IV, LP, AS LESSEE 

If, at the exp1rat1on of the pnmary term th1s lease IS be1ng ma1nta1ned m force under any prov1s1on of the lease. or 
w1th1n 180 days pnor to the exp1rat1on of the pnmary term Lessee has completed a well as a dry hole or commenced a 
well on the leased prem1ses or lands pooled therewith , or Lessee 1s then engaged 1n operat1ons on the leased prem1ses or 
lands pooled therew1th , Lessee agrees to begm a conttnuous dnlling program w1th1n 180 days after the end of the pnmary 
term or w1th1n 180 days after completion of such well or the cessat1on of such operat1ons, whichever IS the later date. and 
thereafter to carry on the cont1nuous dnlllng program on the leased prem1ses or lands pooled therewith unt1l all prorat1on 
un1ts have been dnlled, allowmg not more than 180 days to elapse between the complet1on of one well and the 
commencement of the succeed1ng well Should Lessee fa1l to begm the cont1nuous dnlling program or subsequently 
default tn the performance thereof, then 1n e1ther event, th1s lease shall term1nate as to all lands covered hereby, save and 
except for the prorat1on unit surround1ng each well then producing, capable of producmg or upon wh1ch operations are 
bemg conducted, l1m1ted, respectively , to those depths from the surface down to the strat1graph1c equivalent of the depth 
100 feet below the total depth dnlled tn any such prorat1on un1t As used 1n th1s paragraph 1) the term "commiSSion" 
means the Ra1lroad CommiSSIOn of the State of Texas or any successor agency, 11 ) the term "prorat1on un~t" means any 
~~e.age designated as a dnllmg unit or production un~t 1n accordance w1th the rules of the comm1ss1on (or any other 

~ ~ernmental authonty hav1ng JUnsd1ct1on) or any un~t formed by pooling as provided in th1s lease or otherw1se, ii1) the 
~Jii~ "commenced" and "commencement" mean the date when a well IS spudded, and 1v) the te rms "completed" and 

•completion" mean the date the tnltlal potential test report 1s f1led w1th the comm1ss1on. 1f a productive well , or the date the 
i ® gmg report IS flied w1th the commiSSIOn, 1f a dry hole Notw1thstandmg the part1al term1nat1on of th1s lease. Lessee 

• ~~41ltcont1nue to have the nghts of mgress and egress across all of the leased prem1ses to and from lands that rema1n 
subJect to th1s lease. or lands pooled therewith . for the purposes descnbed tn paragraph 1 hereof. togethe r w1th 
easements and nghts of way for roads. p1pel1nes. flowl1nes and other fac1l1t1es on or across all of the leased prem1ses for 
th exploratiOn, development product1on. gathenng or transportation of 011. gas and other products from the lands st1ll 
..s\Td1~t to thiS lease or lands pooled therewith The sole liabli1ty or penalty for the fa1lure of Lessee to dnll any well or 
•••• wells ,reqUired or perm1tted by th1s lease shall be the term1nat1on or part1al termmat1on of Lessee's nghts under the lease 
!!V~I'~v1ded above 

2 Notw1thstand1ng anythmg to the contrary conta1ned tn Paragraph Three (3) of th1s Lease for all purposes th1s lease 
shall be a fully Pa1d-Up 011 & Gas Lease for the first three years Delay Rentals have been pa1d m full w1th the Bonus 
Cons1derat1on tendered here1n Delay Rental payment was based on a $1 00 per net m1neral acre per year for Two (2) 
Years Concluding a $2 00 per acre Pd-Up Rental Payment was made 1n advance for the Two (2) Year Penod on the net 
mmeral acres tnd1cated 1n th1s Lease 

3 PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY Paragraph 5 (m1n1mum Royalty) and Paragraph 14 
(Shut 1n Royalty) contams a reference to a computat1on based upon the delay rental amount spec1hed 1n Paragraph 3 
However, notw1thstand1ng anythmg contamed here1n to the contrary, the undersigned do hereby recogn1ze. acknowledge 
and agree that 1) all m1n1mum royalty payments due pursuant to Paragraph 5 shall be calculated on the bas1s of the delay 
rental amount be1ng one dollar ($1 00) per acre, and 11) all shut-In royalty payments due pursuant to Paragraph 14 shall be 
calculated on the bas1s of double the annual rental amount of one dollar ($1 00) per acre (bemg two dollars ($2 00) per 
acre). but not less than $1200 00 a year for each well capable of produc1ng 011 and gas m paymg quant1t1es 

4 The rentals for the 1st anniversary date and for the 2"u ann~versary date have been pre-pa1d w1th the bonus for th1s 
lease and no add1t1onal payments for the 151 ann1versary date and for the 2"d ann1versary date are due and payable The 
total payment to the State and to the owner of the so1l 1s $702 00 per acre The state and the owner of the soli have spl1l 
the total payment of $702 00 per acre equally 

If delay rentals are pa1d on or before the 3'u ann1versary date. the total rental pa1d shall be $112,160 00 
f tn Sa1d payment w1ll Include a pre-payment for the delay rentals or the 4 ann1versary date 

Payments shall be made as follows. To the owner of the soli $56,080 00 
To the State of Texas $56,080 00 
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(J~:ncr:~l l.:~ml Ollie..: 
Rdni CJ II I~hmclll/\cl Lease l·o1111 
Rc' I>Cli 'icplcmhcr 1 1)1)7 l';ud-Up 

OI L AN D GAS L£A E 

n II AG REEMENT IS made and emered into this 
its agem, .. Ma rrow 

29th da} of June, 2010, between the State of Texas, acting by and through 
of 2630 Exposi tion, Sulle 

I IJi, Ausll!h l_,c"-'>..!!a,_s _7~9'-"4~1~3,___ ______ _ 

----·------------- said a~ent 
(Give Permanem Addrt:ss) 

herein referred to as the owner of the soil (whether one or more), and -'':.!'~E~G77E7<~D,__,_,1-'-:A,_,'I:-:' l~J~l~:..:..A.!..'l""-J-::G~Ac:.::;'...:l-:Y:-'-7L~I~)~:---------
--------------------or ___ ~4~1~0~VV~.~G~I~·a~n~d~P~a7r~~\~v~ay~S~o~u.!!th~, ~s~l~lit~e~4~0~0,___ ____ 

Km Tc>.as 77494 
(Give Permanent Address) 

heremalh:r called Lessee . 

I. GRANT! G CLAUSE For and in consideration or the amounts stated below and or the covenants and agreements 
10 be paid, ~epl and performed by Lesst:e under thiS lt:ase, the talC or l'e>.as acting by and through tht: owner or the soil, hereby 
grants, leases and lets unto Lessee, lor the sole and on ly purpose ol' prospt:cting and drilling for and producing oi l and gas, lay1 ng p1pc 
li nes, bu ildu1g tanks, storing oi l and build ing power Stations, telephone l1nes and other tructurcs thereon, to produce, save. lai--c ca1c 
of', trem and transport said products of the leas<.:, the following lands si tuated in Reeves Coun ty, State or I ex as, to-wit: 

All o r cct ion 3, Blocl( 45, Pu blic , choo l Land urvcy 

Containing 640J)Q acres, more or less. I he bon us consideration paid ror this lease is as fo llows: 

I o the tate of I ex as: Twenty-e1ght l housand Eighty and Noll 00---------------
Dol lars ($ 28 080 .00 ) 

I o the owner of the soil : Tw!<ll!~ght ·1 housand Eighty and o/ 1 00---------------
l)ollars ($ 28,080.00 ) 

I otal bonus consideration: Fi ft y-six rhousand On~: Hundred Sixty and oil 00-------------
Dollars ($ 56,160.00 ) 

• I he total bonus consideration paid represents a bonus of Seven lluncli·ed Two and o/ 1 00----------------
••••• • • Dollars($ 702.00 _ ___ )per acre, on 80.00 net acres. 

2. I ERM. - ubject tO the Other proviSIOns in this lease, this lease shall be for a te rm or Five (5) years from this date 
( h~:rc1n called primary term") and as long then.:a f't er as oil cllld gas, or ellh..:r of' them, IS produced in paying qua nti t ie~ from said land 
As used 111 this lease, the term "produced in paymg quantitH.:s" means that the receipts from the sale or other authoriLed commercial 
USC or the substance(s) covered e>.ceed OUl of' pocket operatiOnal e>.penses for the si>. months last past. 

3 Dl:.LJ\ Y R l:.N I' A LS. I r no well is commenced on the leased prem1ses on or before one (I) year !'rom tim date, th1s 
lease :.hall term iiHtt c, unless on or before such ann1versary datc Lessee shall pay or tcncler to the owne1 ol"the soil or to h1s t.redll 1n thc 
Pay direct to Lessor at the above address 13ank, at ____ , or its successors (wh ich shall 
cont1nuc as the depository regardless or changes in the ownership of said land), the amount specilied below; m addll10n, Lessce shall 
pay or tender to the COM MISS IONE R OF 1'1 11: Gl:.Nl:.RA L LAND OI· I· ICl:. OF 11 11: S I A r E OF TEXAS, 1\ I AU ' 1'1 , I I:::XAS. a 
l1 ke sum on or before said date. Payments under this paragraph sh;tl l operate as a rental nnd shall cover the pnvilt:ge or dcl'crnng the 
commencemen t of a well lor one (I) year !'rom Sclld date. Payments under th1s paragraph shall be 111 the !ollowmg amounts. 

I 0 the owner or the soi l: Ji..ee l'aragr£!phs 2 and 3 or tht: attached F.>.h lbll "A" for amt:nded Delay Rental j>roVISi9!l 
Dol lars (S __ ) 

J'o the Stelle or I ..:xas: ~~ Paragrlll?hs 2 and 3 ol'the atlllcl11.:d 1:.\hibit "/\"!'or amended Delay RcnlliLJ->mvi~IQn 
Dollars ($ _ _ ) 

rota I Rental : sec l'aragmRhS 2 <!!19 d or the_alla£hed L>.lllbi t "A_: lor amcncJed Delay l~cntal PrOVISillll 
Dollars (S ) 

In a like lllanner and upon like payments or tenders ann ually, tht: commencement or a well may be further dererred for success1ve 
pcriods of one (I) year each during the primary te rm 1\ II payments or tenders of rental to 1hc owner or the soil may be made by chec~ 
or ~ 1ght clra f't of Lessee, or any as~i gnee or this lease, and nHI) be delivered on or be lore the renwl paymg date. II 1hc ban~ destgnated 
in this puragraph (or its successor ban~) should cease to cx1sl, suspend business. liqu1date, rail or be succeeded by another bank, or lor 
any reason rail or refuse to accept rental, Lessee shall not be held 111 default lor lailure to ma~e such payments or tenders or rental until 
tl111'ty (30) days afte1 the ow111.:r of the soil shall del iver to Le~scc a prorer recordable mstrument nam1ng another banh as agent to 
rece1ve such pttyments or tenders. 
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4. PRODUCTIO ROYAL l iE Upon production of oil and/or ga:., Lc:.:.ce agrees to pa) or cau:.e to be paid one-
half (I 2) of the ro)alty prOVIded for 111 thiS lea::.e to the Comm iSSIOilt:r of the General Land Office of the tate of re,as, <It Austll1. 
I exas, and one-hal f ( 1/2) of such ro) alty to the O\\ ncr of the ::.o il : 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth 
of the well and also as all condensate, distillate, and other liquid hyd rocarbons recovered from oi l or gas run through a separator 01 
other equipment, as here111aficr prov1ded, sha ll be l/4th pan of the gross producllon or the market value thereof, at the option or the 
O\\ ne1 of the ::.oil or the Commissioner of the General Land Office , such value to be determmed by I) the h1ghest posted pnce, plus 
premnnn, if any, offered or patd for otl , ondensate, disullate, or other IICjuld hydrocarbons, respectively, of a like type and gravny in 
the general arcH \\here p1 oduced and \\hen run, or 2) the highe::.t mmket price thereof offered or paid 1n the general area where 
pmduct:d and \~hen run, 01 3) tht: gross proceed~ or the sa le thereof, whichever IS the greate1 Lessee agrees that before any ga~ 
produced from the leased p1em1ses i!> ::.o ld, u:.cd or proce::.sed 111 a plant, 1t will be run free of cost to the ro)alt) owners through an 
adequate oil and gas separator or conventiOnal type, or other equipment m least as ertic1ent, so that all 11qu1d hydroc<n bons rccovcrCJblc 
from the gas by such means will be recovered I he requireml.!nt that such gas be run th rough a separator or other equ1pmcnt may be 
waJvl.!d 111 wnting b) the royalty owners upon '>UCh terms and condntons ,ts they prescnbc 

(13) NON PROCE LD GA. Ro)alty on any gas (mdudmg llared gas). wh1ch 1s defined as all h)drocarbons and 
gaseous substances not defined as otl 111 subparagraph (A) above, produced from Hny well on s<11d land (e\cept a~ p1 ov1ded herein \\ llh 
respect 10 gas processed Ill a plant for lhe e\lr<ICliOn or gaSOline, liquid h)drocarbons Or Other produCtS) shall be 1/.Jth pan of' the 
gro~s product lOll or the market \ alue thereof, at the Opt lOll or the owner or the soil or the CommiSSIOiler or the General Land Office, 
such value to be based on the highest market pnce paid or of'lcred l'or gas or comparable quality 111 the general area "here produced 
and when run, or the gross prtce pa1d or offered to the producer. whichever IS the greater; prov1ded that the max unum pressure base 111 
measuring the gas under tim lease sha ll not at any lime exceed 14 65 pounds per square 1nch absolute, and the standard base 
tl.!mperature shall be si:-. ty (60) degrees hli lrcnhell, correction to be made for pressure <1ccord 111g tO 13oyle's La\\, and lor specili<.: 
grHvlt y accord1ng lO tests made by the 13alancc Method or by the mmt approved method of tesllng being used by the 111du:.tr) at the 
time of testing . 

(C) J>ROCI:SSLD GAS Roya ll) 0 11 an) gas processl.!d 111 a gasoline plant or other plant lor the recovc1) of g.1sollne m 
othl.!l JI(]Uid hydrocarbons shall be .!.H!..!!...pan of the residue gas and the llqu1d hydrocarbons e\tracted or the ma1 ket value thereof. at 
the option of the owner ol the soil 01 the Comm1:.S10ner of the General Land Ortice All royalties dut: herem shall be based on one 
hundred percent ( IOO"u) or the total plant prodlll.tion of res1due gas auributabll.! to gas produced from tillS lease, and on fill) pcrcenl 
(50 11/lo), or that pl.!rcenl accru ing to Lessee, whiclu.:vcr is lhe greater, or lhc lOla I plant productiOn or liquid hydrocarbons attributable to 
the ga~ produced from th1s lease; prov1ded that 1ll1quid hydrocarbom arc recovered from gas p1ocessed in a planl 111 which Lessee (or 
1b pa1ent, subs1d1ary or artil1ate) o"ns an Interest. lht:n the percentage applicable to IICillld h)drocarbons shall be lifiy percent (5()0,.,) 
or the l11ghest percent acc1utng to a tlmd party process111g gas through such plant under a p10cessmg agreement negollated at arm's 
length (or if there 1s no such third party, the 111g.hcsl percent thcn bemg spccllicd tn process1ng agreement:. or contracts 111 the 111dustr) ), 
\\hichever is the grcCJter I he respective ro)altlc~ on residue gas and on liqu1d hydroc<llbons shall be detenn1ncd by I) the h1ghest 
market pnce p<lld or onered lo r an) gas (or ltquld hydrocarbons) of comparable qual It) 111 thl! general area, or 2) tiH.: gross pnce paid 
or olfe1ed for such rcs1due gas (or the we1ghted average gross sellmg pnce lor the n:~pccuve grades of hCJllld h)drocarbons) . 
wh1chever is the greater In no event. however. shall the royalt1es payable undl.!r lh1s parag1aph be less than the royalt1es \\h1ch \\ Ould 
have bl.!cn due had the gas not been processed. 

(D) 0 n II: R PRODUCTS Roya lty on carbon black, sulphur or any other products produced or m<mufacturcd 1'10111 gas 
(e'.ceplmg hqu1d h)drocarbons) \\ hcthc1 s<lld gas be cas111ghead, "dry," or an) other gas, by fractionating, bu111111g or <Ill) Olht:l 
piOCI.!SSIIlg sha ll be ) /4 l h part of' the grOSS pi OdUC!IOn of SUCh pi oduClS, Or the market value thereof', al tht: OptiOn Oftht: 0\vller or the 
soil or the Conllnlss loner of the Genera l Land Office, such market value to be dcterm111ed as follows I) on the bas1s of the l11ghe::.l 
market pnce or ~::ach product for the same month 111 \\ hich such product IS producl.!d, or 2) on the bas1s of the <~ver<~ge gross sale pncc 
or each product fo1 the :.a me month in \\ hich such products are produced. \\ h1che\ er I!> the greater 

5. Ml I MUM ROYAL I Y. During any year a lier lhe e\piration or tht: pnmary term or thiS lease, If lhiS lease IS 
mainta111cd by production, thl.! royalt ieS paid undl!r this lease in no I.!Vl!ll l shHll bl.! less than an amount equal lo the tota l annual delay 
rental herein prov1ded, otherw1se, there ~ha ll be due and payable on or before the last day of the month succecd1ng, the anniversary 
dati.! or this ICiiSe a :.um equa l to tht: I Old I annual rental le:.s lhe amount or ro:raltles pclld dunng lhe preccdmg year If Paragraph 3 ol 
tillS lease docs not spec1 fy a del a) rt:ntal amount, then lor the purposes ol this paragraph, the tiel a) rental amount shall be one dolla1 
(~ I 00) per acre. 

6. ROYAL 1 Y I Kl I) ot\\llhstanding .111y oth~o:1 proviSIOn 111 tillS lease, at any tlml.! or from t1mc to t1me. the 
ownc1 of the soli 01 the Com mi!>SIOner of thl.! General Land Office ma), at the opt1on ol ell her, upon not less than s1xty (60) day::. 
nouce to the holder of the lease. 1 equ1rc that the payment of <my royalt1cs accru111g to such royally owner under th1s least: bl.! made 111 
kll)d 1 he owner of the soli's or the CommiSSioner or the Gl!nl! ral Land OITice's right to Wkl! 1ls royalty 111 kind shall not dnnJn1sh or 
ncgale the OWilCI or the soli\ or the COI111111SS IOnl!r or lhc General La nd o n·,cc's nghts or Lessee's obligations. \\hCthcr C'.press or 
11npl1ed, under th1s lease 

7. NO DL:.DUCII ON . Lessee a!!,n:es that all royall1cs accruing under th1s lease (mclud1ng those pa1d 111 k1nd) shall be 
wllhOut deduction f01 the COSl of producmi. gathering, Stonng, separating, treating, dehydrating, compreSsing, processing, 
transporting, and othen\ 1se mak111g the oil, gas and other products hereunder ready for sail.! 01 use. Lessee agrees to compute and pay 
royaltieS on the gross va lue rece1ved, Including any reimbursements for st:verance ta'.eS and pmduct1on related costs 
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8. PLANT FU EL AND REC YCLED 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. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soi l and the Commissioner of the General Land Office, Lessee may 
recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing formation underlying the leased 
premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas until 
it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROYALTY PAYM ENT AND REPORTS. /\II royalties not taken in k ind shall be paid to the Commissioner of the 
General Land Office at Austin, Texas, in the following manner: 

Payment of royalty on production of oi l and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 
provide that royally on oil is due and must be rece ived 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 15th 
day of the second month succeeding the month of product ion, accompanied by the affidavi t of the owner, manager or other authorized 
agent, completed in the form and manner prescribed 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 reports confirming the 
gross production, disposition and market value includ ing gas meter readings, pipeline receipts, gas line receipts and other checks or 
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to veri fy the gross production, disposition and market value. In all cases the authority of a 
manager or agent to act for the Lessee herein must be fi led in the General Land Office. Each royalty payment shall be accompanied 
by a check swb, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount 
of royally being paid on each lease. I f Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then 
Lessee owes a penal ty of 5% on the royally or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late 
shall accrue a l?enally of 10% of the royalty due or $25.00 whichever is greater. In addition to a penally , roya lties shal l accrue interest 
at a rate of 12 '" per year, such interest wi ll begin accru ing when the royalty is sixty (60) days overdue. Affidavits and supporting 
documents which are not filed when due shall incur a penally in an amount set by the General Land Office administrati ve rule which 
is effective on the date when the affidavits or supporting documents were due. T he Lessee shall bear all responsibility for paying or 
causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
to proh ibit the tate's right of for feiture as provided by law nor act to postpone the date on which roya lties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the tare's portion of the royalty or to that portion of the royalty 
in dispute as to fair market value . 

10. (A) RESERVES, CONTRACTS AND OTIIER RECORDS. Lessee shall annually furnish the Commissioner of the 
General Land Office with its best possible estimate of oi l 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 al l subsequent agreements and 
amendments to such contracts within thirty {30) days after enter ing into or making such contracts, agreements or amendments. uch 
contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertain ing to the production, transportation, sale and marketing of the 
oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, poo ls, meters, and 
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the A ttorney 
General, the Governor, or the representative of any of them. 

(B) PERM ITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commiss ioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. uch written notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to 
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Rai lroad Commission or 
any other governmental agency shall include the word "State" in the title. Add itionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the 
land must also include the word" tate." Lessee shall supply the General Land Office with any records, memoranda, accounts, repor1s, 
cuttings and cores, or other information relative to the operat ion of the above described premises, which may be requested by the 
General Land Office, in addition to 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 total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office wi thin fifteen ( 15) days after 
the making of said survey. 

(C) PENAL T IES. Lessee shall incur a penalty whenever reports, documents or other materials are not fi led in the 
General Land Office when due. The penalty for late fi l ing shall be set by the Genera l Land Office administrati ve rule which is 
effective on the date when the materials were due in the General Land Onice. 

II. DRY IIOLEICESSATION OF PRODUCTION DURING PRIMARY TERM. I f, during the primary term hereof 
and prior to discovery and production of oi l or gas on said land, Lessee should dri ll a dry hole or holes thereon, or if during the 
primary term hereof and after the discovery and actual production of oi l or gas from the leased premises such production thereof 
should cease from any cause, lhis lease shall not terminate i f on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences add itional drilling or reworking operations thereon, or pays or tenders the 
next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oi l or gas should cease for any cause, Lessee's rights 
shall remain in full force and effect without further operations until the expiration of the primary term ; and if Lessee has not resumed 
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production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting addi tional drilling 
or reworking operations pursuant to Paragraph I 3, using the expiration of the primary term as the date of cessation of production 
under Paragraph I 3. Shou ld the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or 
gas well within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the renta l paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DR ILLING AND REWORKING AT EXP IRAT ION OF PRIMARY TERM. If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this 
lease shall remain in force so long as operations on said well or for drilling or reworking of any additional well are prosecuted in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well roya lties or compensatory royalties is made as provided in this lease. 

13. CESSATION , DRILLING, AND REWORKI G. If, afler the expiration of the primary term, production of oil or 
gas from the leased premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences 
additional drilling or reworking operations within 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 wi thout interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oi l or gas well royalties or 
payment of compensatory royalt ies is made as provided herein or as provided by law. If the drilling or rework ing operations result in 
the completion of a well as a dry hole, the lease wi ll not terminate if the Lessee commences additional drilling or reworking operat ions 
within sixty (60) days afler the completion of the well as a dry ho le, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production . 

14. SIIUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well 
number by the state agency having jurisdiction over the production of oi l and gas. If, at any time afler the expiration of the primary 
term of a lease that, until being shut in, was being maintained in force and effect. a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oi l or gas is not being produced for lack of suitable production faci lities or lack of a 
suitable market, then Lessee may pay as a shut-in oi l or gas royalty an amount equal to double the annual rental provided in the lea e, 
but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To 
be effective, each initial shut-in oi l or gas royalty must be paid on or before: (I) the expirat ion of the primary term, (2) 60 days afler 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. uch payment shall be made one-half (112) to the 
Commissioner of the General Land Office and one-half ( ln) to the owner of the soil. If the shut-in oil or gas roya lty is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of 
the primary term, or from the fi rst day of the month following the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oil or gas ex ists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COM PEN SA TORY ROYAL Tl ES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand (I ,000) feet of the 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, butt he lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is comp leted in the same producing reservoir and within one thousand ( 1,000) feet of the leased premises. The compensatory 
royal ty is to be paid monthly, one-half ( I /2) to the Com missioner of the General Land Office and one-half ( 112) to the owner of the 
soi l, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located within one thousand ( 1,000) feet ofthe leased premises. 
1 f the compensatory 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 equal to the difference within thirty (30) days from the end of the 12-momh period. Compensatory royalty payments 
which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will 
relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas atural 
Resources Code 52. 173; however, at the determi nat ion of the Commissioner, and with the Commissioner's wrinen approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wel ls. 

16. RETAIN ED ACREAGE. Notwithstanding any provision of this lease to the contrary, afler a well producing or 
capable of producing oil or gas has been completed on the leased premises, Lessee shall 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 this lease is in force and effect two (2) years afler the expiration date of the primary or 
extended term it shall then terminate as to all of the leased premises, EXCEPT ( I) 40 acres surrounding each oil well capable of 
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producing, in pay ing quantities and 320 acres surrounding each gas well capable of producing in paying quantities ( including, a shut-in 
oi l or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres incl uded in a producing pooled unit pursuant to Texas atural Resources Code 52.151-52.153, 
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such 
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency. or other governmental 
authority having jurisdiction. I f at any time after the effective date of the partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassi fied 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 
production purposes. Notwithstanding the termination of th is lease as to a ponion of the lands covered hereby, Le see shall 
nevertheless continue to have the right of ingress to and egress from the lands still subject to this lease for all purposes described in 
Paragraph I hereof, together with easements and right-of-ways for existing roads, exist ing pipelines and other existing fac il ities on, 
over and across all the lands described in Paragraph I hereof (" the retained lands"), for access to and from the retained lands and for 
the gathering or transportation of oi l, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall further terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-ha l f (1/2) of the bonus originally paid as consideration for this lease (as speci fied on page I 
hereol). I f such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed 
for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as 
practica l, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commi sioner of the General Land Office. Within thirty (30) days after partial termination of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is fi led. I f 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 may designate by wrillen instrument the acreage and/or depths to be released hereunder and record such instrument 
at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
des ignation shall be binding upon Lessee for all purposes . 

17. OFF ET WELLS. Neither the bonus, delay rentals, nor roya lties paid, or to be paid, under this lease shall rel ieve 
Lessee of his obl igation to protect the oi l and gas under the above-described land from being drained. Lessee, sub lessee, receiver or 
other agent in control of the leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addi tion, if oil and/or gas shou ld be 
produced in commercial quantities within I ,000 feet of the leased premises, or in any case where the leased premises is being drained 
by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the 
drilling of a well or wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed 
within I ,000 feet of the leased premises stan producing in commercial quantities and sha ll prosecute such drilling with diligence. 
Failure to satisty the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. On ly 
upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under th is 
paragraph. 

18. FORCE MAJEURE. I f, after a good faith effort, Lessee is prevented from complying with any express or implied 
covenant of this lease, from conducting dri ll ing operations on the leased premises, or from producing oi l or gas from the leased 
premises by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then 
while so prevented, Lessee's obl igation to comply with such covenant shall be suspended and Lessee shall not be liable for damages 
for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oi l or gas. 

19. WARRANTY CLAU E. The owner of the soil warrants and agrees to defend tit le to the leased premises. I f the 
owner of the soil defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soi l in the 
leased premises by paying any mortgage, taxes or other l iens on the leased premises. If Lessee makes payments on behalf of the 
owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and royalt ies due the owner of 
the soil. 

20. (A) PROPORTIONATE REDUCTIO CLAUSE. I f the owner of the soil owns less than the entire undivided 
surface estate in the above described land, whether or not Lessee's interest is specified herein, then the royalt ies and rental herein 
provided to be paid to the owner of the soi l shall be paid to him in the proport ion which his interest bears to the entire undivided 
surface estate and the royalties and rental herein provided to be paid to the Commissioner of the General Land Office of the tate of 
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of the 
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written 
statement which explains the discrepancy between the interest purportedly leased under th is lease and the actual interest owned by the 
owner of the soi l. The Commissioner of the General Land Office shall be paid the va lue of the whole product ion allocable to any 
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undivided interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. 
However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production al locable to the 
und ivided interest not leased an amount less than the va lue of one-sixteenth (II 16) of such gross producti on. 

(B) REDUCTIO OF PA YM E T . I f, dur ing the pri mary term, a portion of the land covered by this lease is 
included within the boundaries of a pooled un it that has been approved by the School Land Board and the owner of the soil in 
accordance with Natural Resources Code ections 52. 15 1-52. 154 , or if at any time after the expiration of the primary term or the 
extended term , this lease covers a lesser number of acres than the total amount described herein, payments that are made on a per acre 
basis hereunder shall be reduced according to the number of acres poo led, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shal l be ca lculated based upon the 
number of acres outside the boundaries of a poo led unit, or, if after the expiration of the primary term, the number of acres actually 
retained and covered by this lease. 

2 1. USE OF WAT ER. Lessee shall have the right to use water produced on said land necessary for operations under 
this lease except water from wells or tanks of the owner of the soi l ; provided, however, Lessee shall not use potable water or water 
suitable for livestock or irrigation purposes for watertlood operations without the prior consent of the owner of the soil. 

22. AUT HORIZED DAMAGES. Lessee shall pay the owner of the soi l for damages caused by its operations to all 
personal property, improvements, livestock and crops on said land. 

23. PIPELINE DEPT H. When requested by the owner of the soi l, Lessee shall bury its pipel ines below plow depth. 

24. WELL LOCATION LIMIT . No well shall be dr i lled nearer than two hundred (200) feet to any house or barn now 
on said premises without the wriuen consent of the owner of the soi l. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and al l proper safeguards to 
prevent pollution. Without l imiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment fac il i ties suffic ient to prevent spillage, seepage or ground water contam ination. In the event of 
pol lution, Lessee shall use al l means at its disposal to recapture all escaped hydrocarbons or other pol lutant and shall be responsible 
for all damage to publ ic and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect l ivestock against loss, damage or injury; and upon complet ion or abandonment of any well or wells, 
Lessee shall fi l l and level all slush pits and cellars and completely clean up the dril ling si te of al l rubbish thereon. Lessee shall, whi le 
conducting ope rat ions on the leased premises, keep said premises free of all rubbish, cans, bott les, paper cups or garbage, and upon 
completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment wi ll be kept pain ted and presentable. 

26. REM OVA L OF EQU IPM ENT. Subject to limitations in this paragraph, Lessee shal l have the r ight to remove 
machinery and fi xtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred 
twenty ( 120) days afler the expiration or the termination of this lease unless the owner of the soi l grants Lessee an extension of this 
120-day per iod. l lowever, Lessee may not remove casing from any wel l capable of producing oi l and gas in paying quant ities. 
Additional ly, Lessee may not draw and remove casing unti l after thirty (30) days wr itten notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which 
are not ti mely removed by Lessee under the terms of th is paragraph. 

27. (A) A SIGNMENTS. Under the condit ions contained in this paragraph and Paragraph 29 of this lease, the rights 
and estates of either party to this lease may be assigned, in whole or in part , and the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. However, a change or division in ownership of the 
land, rentals, or royalties w ill not enlarge the obl igations of Lessee, diminish the rights, privi leges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the ef fecti veness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until th irty (30) days after the owner of the soil (or his 
heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, 
including the original recorded mun iments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or part ial assignment of th is lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all 
subsequent obligat ions under this lease. I f this lease is assigned in its enti rety as to only part of the acreage, the right and opt ion to pay 
rentals shall be apport ioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect th is lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, i f the assignor or assignee does not file a certified copy of such assignment in the General Land Office before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obligations, liab ilities, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, including any liabiliti es to the State for unpaid royalties. 

(B) ASSIGNMENT LIM IT ATIO . otwithstanding any provision in Paragraph 27(a), if the owner of the soi l 
acqu ires th is lease in whole or in part by assignment wi thout the prior wr itten approval of the Commissioner of the General Land 
Office, this lease is void as of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An 
assignment wi ll be treated as i f it were made to the owner of the soil i f the assignee is: 

( I ) a nominee ofthe owner of the soil ; 
(2) a corporation or subsidiary in wh ich the owner of the soil is a principal stockholder or is an employee of such a 
corporation or subsidiary; 
(3) a partnership in which the owner of the soi l is a parrner or is an employee of such a partnership; 
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(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil ; 
(6) a fiduciary for the owner of the so il ; including but not limited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEA E . Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute 
and deliver to the owner of the soil and place of record a re lease or releases covering any portion or portions of the leased premises, 
and thereby surrender this lease as to such port ion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 
If any part of this lease is properly surrendered, the delay rental due under th is lease shall be reduced by the proportion that the 
surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release 
will not relieve Lessee of any liabil ities which may have accrued under th is lease prior to the surrender of such acreage. 

29. fiLING OF ASSIGNM ENTS AND RELEASES. If all or any part of this lease is assigned or released, such 
ass ignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
insrrument cert ified by the County Clerk of the county in which the instrument is recorded, must be riled in the General Land Oflice 
within 90 days of the last execution date accompanied by the prescribed ril ing fee. If any such assignment is not so filed, the rights 
acquired under this lease shall be subject to forfeiture at the option of the Com missioner of the General Land Office. 

30. DISC LOS UR E CLA U E. All provisions pertaining to the lease of the above-described land have been included in 
this instrument, includ ing the statement of the true considerat ion to be paid for the execution of this lease and the rights and duties of 
the parties. Any collateral agreements concerni ng the development of oil and gas fro m the leased premises which are not contained in 
this lease render this lease invalid. 

3 I. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts 
affecting the tate's interest in the leased premises. When the interests of the owner of the soil connie! with those of the State, the 

•• • • owner of the soi l is obligated to put the State's interests before his personal interests . 
••• 

• 
•• • • ' .. 

•••• 
•••• • 
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32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum withi n thirty days after it becomes 
due, or if Lessee or an authorized agent should knowingly make any false return or false report concerning production or drill ing, 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 Of!ice, or if Lessee should fail to !ile reports in the manner required by law or fai l to comply with 
rules and regulations promu lgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee 
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly 
fai l or refuse to give correct information to the proper authoriry, or knowingly fail or refuse to furnish the General Land Office a 
correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is ass igned and 
the as ignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. ll owever, nothing herein shall be 
construed as waiving the automatic termination of this lease by operat ion of law or by reason of any special limitation ar is ing 
hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory ev idence to the Commissioner of the General Land Of!ice of future compliance wi th the provisions of the law and of th is 
lease and the rules and regulations that may be adopted relati ve hereto. 

33. Ll EN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oil and 
gas produced from the area covered by this 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 lien provided by Texas at ural Resources 
Code 52. 136 and any other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements 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 other amounts due or to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of th is lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may requ ire Lessee to execute and record such instruments 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 property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this 
representation is not true, then the Commiss ioner may declare this lease forfeited as provided herein . 

34. POOLI NG. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under 
this lease with any other leasehold or mineral interest for the exploration, development and production of oi l or gas or either of them 
upon the same terms as sha ll be approved by the School Land Board and the Commissioner of the General Land Oflice for the pooling 
or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources Code 52. 15 1-52. 153. The owner of the 
soi l agrees that the inclusion of this provision in this lease sat isfies the execution requirements stated in Texas Natural Resources Code 
52. 152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil , their oflicers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
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and any actions and causes of action of every nature, or other harm, includ ing environmental harm, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses which are caused by the activities of Lessee, its offi cers, employees, and 
agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that may 

' arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or 
strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any and 
a ll claims, liabilit ies, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort , contract, or strict liability, including auorneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way re lated to Lessee's failure to comply with any 
and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the 
lea ed premises; those arising from Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned 
by Lessee's breach of any of the terms or provis ions of this Agreement or any other act or omission of Lessee, its directors, officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee 
of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the tate of Texas 
and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activ ities of 
Lessee, its offi cers, employees, and agents as described above. EXCEPT A OTHERW I E EXPRE LY LI MITED HEREIN, 
ALL OF T HE INDEMN ITY OB LIGAT ION AND\OR LIABILIT IE A UME D UNDER T HE TE RM OF T HI 
AG REEMENT HALL BE WIT HOUT LI MIT AN D W ITHOUT REGA RD TO THE CAU E OR CAU E T HER IWF 
(EXCLUD ING PRE-EX I T l G CO DIT ION ), TRI CT LIA BILITY, OR T HE EGLIGE CE OF A Y PARTY O R 
PAll-T IE {IN LU DI NG T HE NEGLIGE E OF THE INDEN I IFIED PA RTY), WHETHER UCH 'EGLIGENCE BE 

OLE, JO INT, CON URR ENT, ACTIV E, O R PA IV E. 

36. ENV IRONM ENTAL HAZA RD . Lessee shall use the highest degree of care and all reasonable sa feguards to 
prevent contamination or po llution of any environmental medium, including soil, surface waters, groundwater, sed iments, and surface 
or sub urface strata, ambient air or any other environmental medium in, on, or under the leased premises, by any waste, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 

, •• materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "l lazardous Substance" 
••• • is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. ections 960 I, et 

• seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products 
••• t commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
• LE EE' VIOLATION OF T HE FOREGO ING PRO HIBITION II ALL CON T ITUTE A MATERI AL BREACH AND 
, • • DEFAULT HEREUN DER AN D LE EE HALL INDEMNIFY, HO LD HARMLE AN D DEFEN D T HE TATE OF 
,• •• • TEXA AN D THE OWNER OF T HE OIL FROM AND AGA IN T AN Y LAIM , DAMAGE , J UDGMENT , 

PENA LTI ES, LI ABILIT IE , AN D COT {INCLUDI NG REA ONA BLE ATTORNEY ' FEE AND CO RT CO T) 
AU ED BY O R ARI INC OUT OF (I) A VIOLATION OF T HE FOREGO ING PROHI BIT IO O R (II ) THE PRE E CE, 

• RELEA E, OR Dl PO AL OF ANY HAZAROO MATE RI AL ON, UNDER, O R ABOUT THE LEA ED PREM I E 
•••• • DU RI NG LE EE' OCCU PANCY 01~ CONTROL OF T HE LEA ED PREM I E . LE EE II ALL CLEAN UP, 
•••• REMOVE, REMEDY AND REPA IR ANY O IL OR GROUND WATER CONTAM INATIO AND DAMAGE CAU ED BY 

• T HE PRE ENCE OR RELEA E OF ANY HAZA RDOU MATE RI AL IN, ON, UN DER, O R ABOUT THE LEA EO 
•:•••: PR EMI E DURI NG LES EE' OCCUPANCY OF T HE LEA EO PR EMI E IN CONFORMANCE W ITH THE 

REQU IR EMENT OF APPLICA BLE LAW. T ill INDEMN IFICATION AND A UMPTION HALL APPLY, BUT I 
NOT LI MITED TO, LI ABILITY FO R RE PON E ACTION UNDERTA KEN PUR UANT TO ERCLA O R A Y 
OTHER ENV IRONMENTAL LAW O R REGU LATI ON. LE EE HALL IMMEDI ATELY GIVE T HE TATE OF 
TEXA AN D T HE OWNER OF THE O IL WRITTEN NOTI E OF ANY BREACII O R U PECTED BREAC H OF T HI 
PARAG RAPH, UPON LEARN ! G OF T HE PRE ENCE OF ANY HAZA RDOU MATE RI AL , O R UPON RECE IVING 
A NOTICE FROM ANY GOVE RNMENTA L AGENCY PERTA INING TO HAZA RDOU MATERI AL WHI C H MAY 
AFFECT THE LEA ED PREM I E . T HE OBLIGATION OF LE EE HEREU OER HALL RVIVE T HE 
EX PIRATION O R EA RLI ER TERMINAT ION, FO R A Y REA ON, OF THI AG REEMENT. 

37. APPLI CA BLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52. 171 through 
52. 190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in 
this lease does not conform to these statutes, the statu tes will prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in 
the county records and in the General Land Offi ce of the State of Texas. Once the filing requirements found in Paragraph 39 of th is 
lease have been satis fied, the effective date of this lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be fi led of 
record in the office of the County Clerk in any county in wh ich all or any part of the leased premises is located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective until a certified copy of this lease (which is made and 
certified by the County Clerk from his records) is fil ed in the General Land Office in accordance with Texas Natural Resources Code 
52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed fil ing fee shall accompany such certified copy to the General 
Land Office. 

8 -
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40. ee attached Exhibi t "A" for addi tional provisions 

, TATE OF T EXA 

STAT E OPTEXAS 

CO NTY OF 1-IA HRIS 

IIEI '()IU ·: ME, the undersihrneJ authoruy, on tht~ t.l.ty per~onally appt':IICd Carl W imbe re ly , known w mew be thc puM>n whosc namc 1s 
sub>cnbed 10 thc foregmng 111>trumcnt, as Vtce Prestden t of Le gend awral Gas 1 V LP a Deleware Limned paqnershtp, .111d acknowled~cd 10 

me thJt she executed the same for the purposes anJ constderJuon thercm u.prcs~ed, 111 the capacuy stated, and a~ the act and dccd of sa11.l partnership. 

C1ven unde1 my hand and M.'al of offitc th1s the J f -t 'd:y of $' c f f t W'\ ~ c ( , 2010 . 

TATE OFTEXA 

0 TV OF' T RAY I 

MELODY A. LANIER 
Notary Public, State of Texas 

My Commlse lon Exptres 
March 27, 2013 

( I ' OI VIO ALA K OWLEDC M E T) 

l3cfore me, the undersigned authority, on this day personally appeared N. . M11rrow known to me to be the person whose name are :.ubscribed to 
the loregoing instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

Given under my hand and ~eat ofoflice this the I !J_ day or ~Jt '2010. 

9-



.. 
EXHIBIT "A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED JUNE 29, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, N S. MARROW, AS LESSOR, AND 
LEGEND NATURAL GAS IV, LP, AS LESSEE 

If, at the exp1rat1on of the pnmary term, th1s lease IS be1ng ma1nta1ned 1n force under any prov1s1on of the lease, or 
w1thm 180 days pnor to the exp1rat1on of the pnmary term Lessee has completed a well as a dry hole or commenced a 
well on the leased prem1ses or lands pooled therewith, or Lessee 1s then engaged m operations on the leased prem1ses or 
lands pooled therewith, Lessee agrees to begm a cont1nuous dnll1ng program w1th1n 180 days after the end of the pnmary 
term or w1thm 180 days after completion of such well or the cessat1on of such operations , wh ichever IS the later date, and 
thereafter to carry on the continuous dnlling program on the leased prem1ses or lands pooled therew1th until all prorat1on 
un1ts have been dnlled, allowmg not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well Should Lessee fail to beg1n the contmuous dn ll1ng program or subsequently 
default 1n the performance thereof, then m either event, th1s lease shall terminate as to all lands covered hereby, save and 
except for the prorat1on un1t surrounding each well then producmg, capable of producmg or upon wh1ch operat1ons are 
bemg conducted , limited, respectively, to those depths from the surface down to the stratigraphiC equ1valent of the depth 
100 feet below the total depth drilled m any such prorat1on un1t As used m th1s paragraph 1) the term "comm1ss1on" 
means the Ra1lroad CommiSSIOn of the State of Texas or any successor agency, 11) the term "proration un1t" means any 

, •• acreage des1gnated as a dnll1ng unit or product1on un1t m accordance w1th the rules of the comm1ss1on (or any other 
..... • governmental authonty havtng Junsdtctlon) or any un1t formed by pooling as provtded 1n th1s lease or otherwtse, 111) the 

• terms "commenced" and "commencement" mean the date when a well 1s spudded, and 1v) the terms "completed" and ···l "completion" mean the date the 1n1tlal potent1al test report IS f1led w1th the comm1ss1on, 1f a productive well , or the date the 
• pluggmg report 1s f1led w1th the comm1ss1on , 1f a dry hole Notw1thstandmg the part1al term1nat1on of th1s lease, Lessee 
' .. 
• • shall cont1nue to have the nghts of mgress and egress across all of the leased prem1ses to and from lands that rema1n 

I • I 

subject to th1s lease, or lands pooled therewith , for the purposes descnbed m paragraph 1 hereof, together w1th 
easements and nghts of way for roads, pipelines , flowlines and other fac11it1es on or across all of the leased prem1ses for 

• the exploration development, production, gathenng or transportation of 011, gas and other products from the lands still 
•• ••. subject to th1s lease or lands pooled therew1th The sole liability or penalty for the fa1lure of Lessee to dnll any well or 
• • • • wells requ1red or permitted by th1s lease shall be the termmat1on or part1al termmat1on of Lessee's nghts under the lease • .... •• as prov1ded above • • 

2 PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY Paragraph 5 (m1mmum Royalty) and 
Paragraph 14 (Shut 1n Royalty) conta1ns a reference to a computation based upon the delay renta l amount spec1f1ed 1n 
Paragraph 3 However, notw1thstandmg anythmg con tamed herem to the contrary , the undersigned do hereby recogmze , 
acknowledge and agree that 1) all mm1mum royalty payments due pursuant to Paragraph 5 shall be calcu lated on the 
bas1s of the delay rental amount bemg one dollar ($1 00) per acre, and 11) all shut-m royalty payments due pursuant to 
Paragraph 14 shall be calculated on the bas1s of double the annual rental amount of one dollar ($1 00) per acre (be1ng 
two dollars ($2 00) per acre) . but not less than $1200 00 a year for each well capable of produc1ng 011 and gas m paymg 
quantities 

3 The rentals for the 1 sl ann1versary date and for the 2na ann1versary date have been pre-pa1d w1th the bonus for th1s 
lease and no additional payments for the 151 ann1versary date and for the 2"0 anniversary date are due and payable The 
total payment to the State and to the owner of the so1l IS $702 00 per acre The state and the owner of the so1l have spilt 
the total payment of $702 00 per acre equally 

If delay rentals are pa1d on or before the 3ra ann1versary date, the total rental paid shall be $56,080 00 
Sa1d payment w1llmclude a pre-payment for the delay rentals for the 41

h ann1versary date 
Payments shall be made as follows To the owner of the so11 528,040 00 

To the State of Texas S28 040 00 

- 10 -
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( ~ 2/14/231 0) Harriet Dunne- Re: State of TX leases in Culberson & Reeves Co TX- MF111870 

From: 
To: 
Date: 
Subject: 

Co by, 

Harriet Dunne ~· - .~ 
Co by Nathanson ~. 
12/ 14/ 2010 8:06AM 
Re: State of TX leases in Culberson & Reeves Co TX - MF111870 

I just listened to your voice mail and appreciate the call. 

Your name is all I needed to be able to send you the final letter of approval by the State on your lease in 
Culberson & Reeves Co. You'll receive something from Drew Reid in a few days. 

Thanks for the help, 

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

>>> "Coby Nathanson" <CNathanson@lnq2.com> 12/ 13/2010 4:51PM >>> 
Ms. Dunne, 

Following up from my vmail, below please find my contact information. If I can be of assistance, please 
do not hesitate to contact me. 

Co by 

Coby Nathanson 
Staff Attorney 
Legend Natural Gas, LLC 
410 W. Grand Parkway South, Suite 400 
Katy, Texas 77494 

Direct: (281) 644-5953 
Fax: (281) 644-5998 
cnathanson@lnq2.com 

INFORMATION CONTAINED IN THIS TRANSMISSION IS ATTORNEY PRIVILEGED AND CONFIDENTIAL. 
IT IS INTENDED FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED ABOVE. IF THE READER OF 
THIS MESSAGE IS NOT THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY 
DISSEMINATION, DISTRIBUTION OR COPY OF THIS COMMUNICATION IS STRICTLY PROHIBITED. IF 
YOU HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US BY 
TELEPHONE. THANK YOU. 

>>> 

From: "Harriet Dunne" <Harriet.Dunne@GLO.STATE.TX.US> 
To:"Kendal Kuiper" <kkuiper@lnq2.com> 

Page 1 



(~2/1 4/2010) Harriet Dunne- Re: State of TX leases in Culberson & Reeves Co TX - MF1118.:..70.::.._~--------___:_Page 2 

Date: 12/ 10/ 2010 3:04 PM 
Subject: State of n< leases in Culberson & Reeves Co TX 
Mr. Kuiper: 
I found your name and e-mail address in the AAPL online directory. I need some information and was 
unable to talk to a human being on the phone at your company, so I am sending my query to you. 

Legend has taken 3 undivided interest leases on State of Texas Relinquishment Act Lands in Culberson & 
Reeves Co, TX. I am trying to formulate a final letter which will approve the leases Legend has 
purchased and furnish you with our mineral file number. 

If you are not the Iandman handling these counties, please pass this message along to the correct 
person. 

In formulating the letter, I want a person's name to send the approval letter to. Please let me know who 
I should address the approval letter to. 

Thank you, 

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

December 14, 20 I 0 

Coby Nathanson 
Legend Natura l Gas IV, LP 
4 10 W Grand Parkway South Suite 400 
Katy TX 77494 

Re: State L ease MF 111870A 
State L ease MF 111870B 
Sta te L ease MF 111870C 

Dear Ms Nathanson: 

L L i~ 
j ERRY PATTERSO , COMMISSIO ER 

Dale B. Hardeman, agent for State ofTX, Lessor 
Mrs. Patrick Browning, agent for State ofTx, Lessor 
N. S. Marrow, agent for State ofTX, Lessor 
Re linqu ishment Act Leases coveri ng 640 ac, Sec 3, Blk 45, PSL 
Survey, Cu lberson & Reeves Cou nties, TX 

The certified copies of the Relinquishment Act leases covering the above re ferenced tract have been approved 
and filed in our records under Mineral File numbers MF-111870A, MF-l l1870B and MF-111870C. P lease 
refer to these lease num bers when ma king payments to the Sta te a nd in all future correspondence 
concerning the leases. Failure to include the miner·a l file numbers may delay processing of a ny 
payments towards the leases. 

There are several contractual and statutory responsibili ties for the Lessee which are material provisions of the 
leases as outlined in the agreements such as Section I O(B) which requires submission of written notice for all 
dri ll ing, production and related activities. When forms are filed with the Texas Railroad Commission, they 
are required to be submitted to the Genera l Land Office as well. Examples are W-1 , Application to Drill; W-
2, Oil Well Completion Report and Log; G- 1, Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well C lassification Report; G- 1 0, Gas Well Status Report; W-1 0, Oil Well Status Report; W-12, 
Inc lination Report; e lectric logs; directional surveys. 

Your remittance of $168,480.00 has been applied to the State's portion of the cash bonuses for these three 
leases. The remittance by Clay Johnson of$100.00 has been applied to the processing fee and the remittance 
of $75.00 by Clay Johnson has been applied to the fil ing fees. Please let me know if you have any questions. 

~:~rs,~~:f 
Drew Reid 
Minerals Leasing, Energy Resources 
Energy Resources 
(5 12) 475- 1534 
drew.reid@glo.state.tx.us 

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

Post Office Box 12873 • Ausrin, Texas 78711 -2873 

512- 463-5001 • 800-998-4G LO 

www.glo.statc.rx.us 
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By ~erson, Commissioner 



PETRO HAWK ENERGY CORPORATION 
1000 LOU!SIAf':IA s·rREET, SUITE 5600 · HOUSTON, TX 77002 832-204-2787 CHECK NO. 

159009 
I REFERENCE INVOICE DATE-+- INVOICE NO. I INVOICE AMT. PRIOR PAYME_NT--+-_Do_IS.;;_;C;c..;:O~U_NT_-+-_AM_O_U_N_T_P_AI_D--; 

1112 - AP-252 12 / 05 / 11 CKREQ-TEXAS 80000. do o. do 

• •• •••• • • 
• ·:1···: 

• • •• 
• • • •••• 

• •••••• • • 
• 

•• • 
e l • • • • • 

• •••••• • • 

. GENERAL. UA 12 704 614 
ND . OFFICE-1 

soooo.op 

2 / 05 / 11 
Soil Owner: Inland Resouraes, Inc, 1 / 8 

VENDOR 
~-----.- -rl---=-:-= ~-=-----+----------,---'--t--------l 

26956 TEXAS GENERAL LAND OFFICE 
C'.HECK DATE TOT'AL I 0 

12 / 06 / 11 1-#ra 1"'-- so,ooo . op 



PETR'OHAWK ENERGY CORPORATION 12 7 Q 4 0 2 9 
1000 LOUISIANA STREET, SUITE 5600 • HOUSTON, TX 77002 832·204·2787 

REFERENCE "INVOICE DATE INVOICE NO. INVOICE AMT •PRIOR PAYMENT 

.1112-AP-140 11/ 30 / 11 CKREQ-TEXAS 80000.00 

• 
~ ..... 
• • 

• •••••• • • 
• 

• •• • • • • •• • 

• •••••• • • 

.GENERAL . LA 
I ND . OFFICE-1 

1 / 30 / 11-1 
Soil Owner: Robert E. Landreth , Et Ux 1 / 8 

0.00 

CHECK NO. 

DISCOUNT 

VENDOR 

26956 TEXAS GENERAL LAND OFFICE 
CHECK DATE 

12 / 01/ 11 TOTAL 

158533 

80000.00 

Y ao ,ooo.oo 



Lessor 
Inland Resources, Inc. 
TOTALS 

!Total Amount paid by check 

•• • •• • • • • • • •• •• • • 

DECEMBER 6, 2011 REQUEST 
SECTION 3, BLOCK 45, PSL Survey, Reeves & Culberson Counties, Texas 

. . .. -. . • • • . ... . . . .. 
·~ .. 

GrossAc 
640 

$80,000.001 

••• ew• • • • • • • • . . . ' • • 

Bonus Per 
Interest NetAc. Acre Bonus to Lessor 

1/8 80.00000000 $2,000.00 $80,000.00 
80.00000000 $80,000.00 

i 

Bonus to State Lease Bonus 
$80,000.00 $160,000.00 
$80,000.00 

~ 

$160,000.00 



DECEMBER 2, 2011 REQUEST 
SECTION 10, BLOCK 56, Township 2, T & P RR Co. Survey, Reeves County, Texas 

~ ~~- ~~i:""" ";I ' ' 

, .. ~- ~ ~ 

Bonus per --~ -~= 

~g 
' ~~ ' . ' 

L~s~or. -v~n.d-1.~~ 
.. -

~Gross Ac~ Interest Net Ac . . . • Acre Bonus to Lessor. Bonus to State Lease Bonus . 
Tunstill 011 and Land Trust 360 1 360.00000000 $2,500.00 $450,000.00 $450,000.00 $900,000.00 
TOTALS 360.00000000 $450,000.00 $450,000.00 $900,000.00 

SECTION 3, BLOCK 45, PSL Survey, Reeves & Culberson Counties, Texas 

'r -~~ 
.,__~ -=''S£. - ~ - - '·" ~ - Bonus Per ~· .,_ 

. -
;~~[~--- .;_ ~'--"'"- "' 1 ~ Bonus to State ~ Lessor ~Gross Ac ~ Interest Net Ac. "' Acre Bonus to Lessor Lease Bonus 

Robert E. Landreth, et ux 640 1/8 80.00000000 $2,000.00 $80,000.00 $80,000.00 $160,000.00 
Tunstill Oil and Land Trust 640 1/8 80.00000000 $2,000.00 $80,000.00 $80,000.00 $160,000.00 
TOTALS 80.00000000 $80,000.00 $80,000.00 $1 60,000.00 

!Total Amount paid by check $530,000.001 
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Texas General Land Office 
Date Wpe Reference 

•• 4J25/2012 Bill Filing&ProcessingFee 
• • • • 

• •••••• • • 
• 

• •• • • • ••• • 
•• • • • • • • • 
• 
•••• • •••• 

Original Amt. 
250.00 

Iberia Bank Filing Fee-6 Leases; Processing Fee-1 Tract 

4/25/2012 
Balance Due Discount 

250.00 
Check Amount 

Payment 
250.00 
250.00 

250.00 

3745 



EXPLORATION LAND SERVICES, LLC 

Texas General Land Office 6nt2012 
Date Type Reference Original Amt. 

750.00 
Balance Due Discount Payment 

750.00 
750.00 

6n/2012 Bill Filing&ProcessingFee 750.00 

.. . 
' . . . . . 

• ······ • • 

. . . . . . . . . . -...... .. . 

Check Amount 

I 

Iberia Bank Filing Fee-1 4 Leases; Processing Fee-4 Tracts 750.00 
. . . . . . 

tl " '* Reeves/Culberson County Texas 

Dear Drew: 

Enclosed herewith, please find sixteen ( 16) certified copies ofleases, taken in the name of the State 
of Texas, in favor of Petrohawk Properties, LP, listed as follows: 

Lease No. 
ELS-0014DD 
ELS-0014FF 
ELS-0032AA 
ELS-0032BB 
ELS-0056D 
EL -0069A 
EL -0069B 
EL -0079A 
EL -0079C 
ELS-0079E 
ELS-0081 
EL -0083 
EL -0092B 
EL -0095B 
EL -0095C 
ELS-0095D 

Date 
04/04/2012 
04/04/2012 
03/ 15/2012 
03/ 15/2012 
05/02/2012 
11 /28/2011 
11/28/2011 
05/08/2012 
05/07/2012 
05/07/2012 
01 /26/2012 
05/07/2012 
05/07/2012 
05/01/2012 
05/01 /2012 
05/01 /2012 

Le or 
haron Dianne Tucker Hansen 

Janette Lee Kaufman 
Bonnie Wedge 
Jimmie J. McAdams 
JoAnn Law Davis, et al 
Robert E. Landreth, et ux -
Inland Resources, Inc. -
John D. Carter 
James R. Waldie, Ill 
David B. Waldie 
Torn E. Johnson LP 
Hut, Inc. 
James Douglas 
Loyd W. Powell, Jr. Children' s Trust (MF# 112764) 
Andrews Royalty, LP (MF# 112764) 
Pursuit Energy Corporation (MF# 112764) 

Also enclosed, please find a check in the amount of$750.00. This amount covers the filing fees fo r 
all of the leases, except for EL -0069A & B, @ $25/per lease. The check amount also covers the 
filing fees for the tracts under ELS-0079 A, C, E; ELS-0081 ; EL -0083; and EL -0092B @ $1 00/per 
tract. This covers all required fees associated with the above listed leases. 

Please be advised that recorded copies ofEL -0069A & B filed in Reeves county were previously 
sent by letter dated April25, 2012 and paid for by check number .1745. Because the tract that these 
leases cover is situated in Reeves and Culberson County, we are sending recorded copies of these 
leases filed in Culberson County. 

389 3 



EXPLORATION LAND SERVICES, LLC 
P 0 Box 52105 • Lafayette, Louisiana 70505-2105 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

•• • • • • • • • 
• •••••• • • 

• •• • • • •••• 
•• • • • • • • • 
• 
•••• • •••• 

April25, 2012 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 
Stephen F. Austin Bui lding, RM 847 
Austin, Texas 78701 

Re: Oil, Gas and Mineral Leases 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewith, please find five (5) certified copies ofleases, taken in the name of the State of 
Texas, in favor of Petrohawk Properties, LP, listed as follows: 

Lease No. 
ELS-0069A 
ELS-0069B 
ELS-00918 
ELS-009 1C 
ELS-009 1D 

Date 
11/28/2011 
11128/2011 
02/01/2012 
02/01120 12 
02/01/2012 

J:/ oo 
Lessor / '\/ 0 

· 

Robert E. Landreth, et ~ 
Inland Resomces, Inc. 
Margaret Frances Ranes Dornfeld 
Margaret Haag Deeney 
Lucille Haag Braden 

Also enclosed, please find one (1) certified copy of an act of coiTection, listed as follows: 

Lease No. 
ELS-0039B 

Date 
03/2112012 

Lessor 
Morris Winkler By-Pass Trust 

Lastly enclosed, please find a check in the amount of $250.00. This amount covers the filing fees 
for the 5 leases and 1 correction @ $25/per lease & the fil ing fees for the tract under ELS-0069A & 
B @ $100/per tract, which covers all required fees associated with the above listed leases. Please 
be advised that the filing fees for the h·acts under leases ELS-009 1 B-D were previously paid by 
check number 3652, dated Apri l 4, 2012. 

Please sign and return the copy of the check to me in the enclosed prepaid envelope. 

I trust that you will not hesitate to call me with any questions that you may have concerning this 
matter. 

Natalie Holeman 

encl. 



Drew Reid - ection 3, Block -tS, PLS 

From : Aaron Latham <alatham@ Petrohawk.com> 
To: "(Drew.Reid@GLO.STATE.TX.US)" <Drew.Reid@GLO.STATE.TX.US> 
Da te: 11 /10/20 11 8:39AM 
Subject: Section 3, Block 45, PLS Survey, A-3536, Culberson and Reeves County - LEASE PROPOSAL 
Attachments: 00 - GLO LEASE FORM- Landreth.doc; 00- GLO LEASE EXHIBIT A - Landreth.doc; 00- GLO LEASE FORM 

- ln land.doc; 00 - GLO LEASE EXH IBIT A -ln land.doc 

Drew, 

It was nice to visit with you on the phone the other day. Please find the attached GLO Oil and Gas Leases with Exhibit A for your review. 
Please find a summary of the negotiated offer below. Let me know if you have any questions. 

Section 3, Block 45, PLS Survey, A-3536, Culberson and Reeves County 

Robert E. Landreth, etux 

Inland Resources 

Thank you, 
Aaron 

• • bhpbilliton 

Aaron Latham 

TOTAL: 

Landman- Mid-Continent 

Gross 
Acreage 

640 

640 

BHP Billiton Petroleum- Petrohawk 
6100 South Yale, Suite 500 
Tulsa, OK 74136 
Main: 918-488-8283 
Direct: 918-491-4155 
Mobile: 918-230-7472 
Fax: 918-488-8184 
a latham@ petrohawk.com 
www.petrohawk.com 
www.bhpbilliton.com 

Interest 
Net 

Acreage 

1/ 8 80 

1/ 8 80 

160 

Bonus Per 
Total To Soil 

Acre 

$ $ $ 
2,000.00 160,000.00 80,000.00 

$ $ $ 
2,000.00 160,000.00 80,000 .00 

$ $ 160,000.00 
320,000.00 

To State 

$ 
80,000.00 

$ 
80,000.00 

$ 160,000.00 

This communication may conta1n confident1al1nformat1on If 1t has been sent to you 1n error, please do not read 11, reply 
to the sender that you rece1ved 11 1n error, and delete 11 Any d1stnbut1on or other reproduction IS stnctly proh1b1ted 

fi le://C:\Documents and Settings\Dreid\Local Settings\Temp\XPgrpwise\4EBB8DD2DO... 11/ 14/20 11 
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Pi1GE 

- , ~"' ng t-...... ~ 

Notice of Confidentiality Rights: If you are a natural person, you may ,..move o r strike any of the following infonnaUon from this instrument 
before It Is filed tor record In the public records: your social security number or your driver's license number. 

General Land Office 
Rellnqulehment Act Lease Form 
Revised. September 1997 

~ustin , mexas 

OIL AND GAS LEASE 

FILE1~-BR~~~orm 
Rt:Hif:S COlJNl'( TEXAS 

.Jan 1il. 7012 al 111..t1:tJii rm 

MF= 1/167oD 

THIS AGREEMENT fs made and entered into thos ~ day of !.!N::t.ov.:..e<!.m!!!b,.,ear _ ___ ~.20_11 __ , between the State of Texas. acting 

by and through its agent. INLAND RESOURCES, INC . a Texas CorporatiOn represented herein by its Presodent Peggy Hahll 

of POST OFFICE BOX 10169, MIDLAND, TEXAS 79702-7169 

(Gove Permanent Address) 

saod agent herein referred to as the owner of the soot (whether one or more). and ,_p..,ETR..:.:.:_,.O"'H"'A~W..:.K"'-'-P_,_R""O..,P_,E:.:R..:..T...,I""E""S"-, .,.LP.._ ___________ _ 

of 6100 SOUTH YALE AVENUE, SUITE 500, TULSA, OKLAHOMA 74136 

(Gove Permanent Address) 

hereonafler called Lessee 

v 
0 

f} 
q 
J 

2 
0 

? 
G 

0 

1. GRANTING CLAUSE. For and on consideration of the amounts stated below and of the covenants and agreements to be paod, kept and 4 performed by Lessee under tho:s lease, the State of Texas acting by and through the owner of the soil, hereby grants. leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines. building tanks, storing oil and building power 3 
statoons. telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
srtuated In CULBERSON AND REEVES County, State of Texas. to-wit: 

ALL OF SECTION 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY. LOCATED IN ABSTRACT 3773, CULBERSON COUNTY AND IN ABSTRACT 
3536, REEVES COUNTY TEXAS. CONTAINING 640 ACRES, MORE OR LESS 

SEE ATTACHED EXHIBIT "A" FOR ADDITIONAL PROVISIONS 

containing "'64-"0=------- acres. more or less The bonus consideration paod for thos lease os as follows. 

To the State of Texas. EIGHTY THOUSAND DOLLARS AND 001100-­

Dollars ($80,000 00 

To the owner of the soil· EIGHTY THOUSAND DOLLARS AND 001100---

Dollars ($80 000 00 l 

Total bonus consideratoon. ONE HUNDRED SIXTY THOUSAND DOLLARS AND 00/100---

Dollars ($160 000 00 l 

The total bonus consideration paid represents a bonus of TWO THOUSAND DOLLARS AND 00/1DO-

------- ---------- Dollars (S2 000.00 l per acre, on "'80"------- net acres 

2. TERM. Subject to the other provision.s on this lease, this lease shall be for a term of THREE 13) years from 
thos date (herein called "promary term1 and as long thereafter as ool and gas, or either of them. is produced on payong quantities from said land. As used 
on this lease, the term ·produced on paying quantrttes" means that the receipts from the sale or other authorized commerCial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

3. DELAY RENTALS. If no well IS commenced on the leased premises on or before one (I) year from this date, this lease shall terminate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credH in the PAY DIRECT TO LESSOR AT THE 

ABOVEADDRESS Bank, at _ ____ ~~--~--------~~~~~~----------~~~--~~~ 
or its successors (whiCh shall continue as the depository regardless of changH in the ownership of said land), the amount specified below; in addrtion, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE Of THE STATE OF TEXAS. AT AUSTIN, TEXAS. a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferrong the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts· 

To the owner of the soil. FORTY DOLLARS AND OOJ1ru>= 

Dollars ($40 00 ) 

To the State of Texas: FORTY DOLLARS AND 001100- - -

Dollars ($40 00 l 

Total Delay Rental: EIGHTY DOLLARS AND 001100 

Dollars (Slo<;80"'.""oo,.__ _________ -' 

••• • •• • •• •• • svf{, ,, 0 1, LL> .d. ..,'1/J<>EPUTY • • • • • • • • • • • • • • • • •• • • •• •• •• • • • • • .. 
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In a. (i(e manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive penods of one (I) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or Sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In thiS paragraph (or 11.5 successor bank) should 
ceiSe to exist, suspend busineu. liquidate, fai or be succeeded by another bank. or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soli shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of tne royalty 
provided for in this lease to the Commissioner ofthe General Land Office of the State of Texas. at Austin. Texas, and one-half (112) of such royalty to the 
owner of the so11: 

(A) OIL Royalty payable on 011. wh1ch is defined as mduding all hydrocarbons produced in a l.quld fonn at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipfllent. as here1naft.er provided, 
shaN be 114th part of the gross production or the mancet value thereof, at the option of the owner of the soil or the Commissioner of the General 
land Office. such value to be detennined by 1) the highest posted price, plus premi~MT~ , If any, offered or paid for oil, condensate. d1s1tllate, or other liQuid 
hydrocarbons. respectively, of a like type and gravity in the general area where produced and when run. or 2) the h~ghest marl<et pnce thereof offered or 
paid in the general area where produced and when run, o( 3) the gross proceeds of the sale thereof. whiChever is the greater. lessee agrees that before 
any gas produced from the leased premises is sold. used or processed in a plant. it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipfllenl a11east as efficient. so that a Illiquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement thai such gas be run through a separator or other equipment may be wa1ved. m wrillng . by the royalty owners upon 
suchtenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). wh1ch 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 wrth respect to gas processed '" a plant for 
the extradion of gasoline, liquid hydrocarbons or other products) shall be 1/.Cth part of the gross produdron or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Offioe, such value to be based on the highest mancet pnce paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer. wh1chever rs the greater. 
provided that the maximum pressure base rn measuring the gas under this lease shall not at any trne exceed 14.65 pounds per square mch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pres.sure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing be1ng used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4th part of the residue gas and the liquid hydrocarbons extracted or the mal1<et value thereof. at the optiOn of the owner 
of the soil or the Commi5sioner of the General Land Oflioe. All royalties due herein shall be ba&ed on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%). or that percent accruing to Lessee. whrchever IS the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from thiS lease; provided that If liQuid hydrocarbons are 
reoovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage appliCable to l.quid 
hydrocarbons shall be fifty peroenl (50%) or the h~ghest percenl accruing to a third party processmg gas through such plant under a process1ng 
agreement negotiated at ann's length (or if there Is no such third party, the highest percent then being specified in processrng agreements or contracts rn 
the industry), whiChever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennmed by 1) the h~ghest marl<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross pnce pa1d or offered for such residue 
gas (or the weighted a~~erage gross selling price for the re.spectlve grades of liquid hydrocarbons). whichever Is the greater In no event. however. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTliER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufaaure<1 from gas (excepting l.quld 
hydrocarbons) whether said gas be ·ca.singhead: "dry: or any other gas, by fractionating, buming or any other processing shall be 1/.Cth part of 
the gross productiOn of such products, or the mancet value thereof, at the option of the owner of the soil or the Commissioner of the General land Office, 
such marl<et value to be detennined as follows: 1) on the basis of the highest marl<et price of each product for the same month 1n whrch such product IS 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced. whrchever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the exp~rallon of the prmary tenn of this lease. If thiS lease is maintarned by produaron. the 
royafties paid under this lease in no e~~ent shall be tess than an amount equal to the total annual delay rental herein provided, otherwrse. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes ol thrs 
paragraph, the delay rental amount shall be one dollar ($1 .00) per aae. 

S. ROYALTY IN KJND. NotwithstandifiQ any other provision in this lease. at any time or from time to time, the owner of the sorl or the 
Commissioner of the General Land Oflice may, at the option of either, upon not less than srxty (60) days notice to the holder of the lease. requ~re I hat the 
paymem of any royalties ac:cruing to such royalty owner under this lease be made in kind. The owner of the soirs or the Comm1ss10ner of the General 
Land Office's right to take its royalty in k1nd shall not dimimsh or negate the owner of the soirs or the CommiSsioner of the General Land OffiCe's r~ghts 
or Lessee's obligations. whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalt ies accruing under this lease (indud1ng those paid 1n k1nd) shall be wrthout deductiOn for 
the cost of producmg, gathering. storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil. gas and 
other products hen!under ready for sale or use. lessee agrees to compute and pay royalties on the gross value recerved, indud1ng any reimbursements 
for severance taxes and production related costs 

a. 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 Notwithstanding any other provision of this lease. and subject to the wntten consent of 
the owner of lhe soil and the Comrrussioner of the General Land Office, L~ may recycle gas for gas lift purposes on the leased premiSeS or for 
Injection into any oil or gas producing fonnation underlying the leased premises after the liQuid hydrocarbons contained in the gas have been removed. 
no royalt.ies shall be payable on the recycled gas until it is produced and sold or used by lessee 1n a manner which enlltles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All roya~res not taken in krnd shall be paid to the CommissiOner of the General land Office at 
Austin , Texas, in the following manner 

Paymenl of royalty on production of oil and gas shall be as provided 1n the rules set forth 1n the Texas Register. Rules currently provide that royalty on orl 
is due and must be received in the General Land Otlice 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 rn the General Land Oflice on or before the 15th day of the second month sucoeeding the month of produaron. 
accompanied by the affidavit of the owner, manager or other authorized agem, completed in the form and manner prescribed by the General land Office 
and showing the grOS$ amount and disposition of all oil and gas produced and the mancet value of the oil and gas. together with a copy of all documents, 
recorda or reports confirming the gross production, disposrtJon and marl<et value including gas meter readings, pipeline receipts. gas line rece1pts and 
other chedts or memoranda of amoum produced and put into pipelitle$, tanfo.s, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Oflioe may require to verify the gross production, disposition and mal1<et value. In all cases the authonty of a manager or agent 
to ad for the lessee herein must be filed in the General Land Otlice. Each royalty payment shalt be accompanied by a check stub, schedule. summary 
or other remrttance advice showing by the assigned General Land Otlice lease number the amount of royalty being paid on each lease If lessee pays 
his royalty 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 royalty payment which is over thirty (30) days late shalt accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In add11ton 
to a penalty, royalties shaD accrue Interest at a rate of 12"4 per year; such interest will begin to accrue when the royalty Is siXty (60) days overdue 
Af!idavrts and supporting dOCLmeflts which are not filed wnen due shall inwr a penalty in an amount set by the General Land Off1011 admlniStratrve rule 
which is effective on the date when the a11idavits or supporting documenll were due. The Lessee shall bear au responsibility for pay1ng or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shaU in nl-\ ~~~~-it the State's 

right of forfeiture as provided by law nor ad to postpone the date on which royaltres were ongi~~m:A.~~~'\! ef~Vffi~c5'6f~JNP8i]gf 
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10. (A) RESERVES, CONTRACTS AHD OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease oc allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreement• and amendments to such contracts within thirty (30) da)IS after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when reoeiYed by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by l...e$see. All other contracts and records pertaining to the production, 
transportahon, sale and marileting 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 111 tlmes be subject to Inspection and e.xammatioo by the Commissioner of the General Land Office. the 
Attorney General, the Govemot, or the representative of any of them. 

(8) PERMITS, DRILLING RECORDS. Written notice or all operations on this lease shall be submitted to the Commia.siooer of the General 
Land Office by Lessee ot operator five (5) days before spud date, worilover, re-entry, temporary abandonment or plug and abandonment of any ~I or 
wells. Such wrl"en notloe to the General Land 011ice shall include copies of Railroad Commiuion fonns for application to drill. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commiss1on or any other governmental agency shaH ioclude the word "State• in the title Additionally, In acx:ordance with Railroad CommiSSion 
rules. any signage on the leased premises for the purpose of identifying wells. tank batteries or other associated lmprOIIemeflts to the land must also 
include the word "State.· Lessee shall supply the General Land Of'lice with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-<1escrlbed premiseS, which may be requesled by the General Land Office, in addition to those herein 
elq)ressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casmg to 
the total depth of well. of all wells drilled on the above described premises and shall transmi a true copy of the log of each survey on each weU to the 
General Land 01fice within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due The penalty for late filing shall be set by the Gen&ral land Office administrative rule which Is elfedive on the date when the materials were due 1n 
the General Land Office. 

11. DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pfimary term hereof and pnor to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary tenn hereof and after the disoo~~ery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shaM not terminate if on or 
before the expiratiOn of sucty (60) days from date of completion of aaid dry hole or oesution of production Lessee commences edditional drilling or 
rewor1dng operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
pnmary term or withm slxty (60) da)IS pnor thereto, a dry hole be completed and abandoned, or the production of oH or gas should cease for any cause. 
Lessee's rights shall remain m full force and elfed without further operations until the expiration of the prmary term; and if Lessee has not resumed 
productiOn on paymg quantities at the expiration of the primary term. Lessee may maintain this lease by conducting additional drilling or reworiling 
opera110ns pursuant to Paragraph 13, using the expiration of the primary IBITTI as the date of cessation of produdion under Paragraph 13 Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof. Lllssee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shaM ipso facto terminate If at the 
expiratiOn of ttle primary term or any time thereafter a shut-in oil or gas well is located on the leased premises. payments may be made in accordance 
wrth the shut-In provisions hereof 

12. DRtLUNG AHD REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in foroe so long as o,perations on 
said well or for drilling or reworiling of any add~ional wells are prosecuted In good faith and in worilmanliKe manner without interruptions totaing more 
than sixty (60) da)IS during any one such operation, and if they resul in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in 011 or gas well royalties or compensatory royalties is made as provided in thss lease. 

13. CESSATlON, DRILUNG, AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the teased 
premises, alter once obtainltd, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworiling 
operations within 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 1n worilmanlike manner without interruptions totaling more than sixty (60) days. lr such driiiW!g or reworking operations result in the produdion 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the teased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties Is made n provided herein or as provided by 1- . If the driling or reworiling 
operations result In the completion of a well as a dry hole, the lease will not termmate If the Lessee commences additional drilling oc reworking 
operations within sixty (60) da)IS after the completion or the well as a dry hole, and this lease shall remain in effect so long as Lessee continues dnlling or 
reworillng operations In good faith and in a worilmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall grve wntten I"IOtlce 
to the General Land Office within thirty (30) days of any cessation of production. 

1<4. SHUT-IN ROYAL TIES. For purposes or this paragraph, ._II" means any well that has been assigned a well number by the state agency 
having jurisdiction over the produdion of oil and gas. If, at any t.i:ne after the expiration of the primary term or a lease thai, until being shut in, was bemg 
ma1ntamed in foroe and el'fed. a well capable of producing oil or gas in paying quantltles is located on the leased premises, but oil or gas is not being 
produced for lacl< of suitable production facilities or lack of 1 suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease. but not less than $1,200 a year for each well capable of produclng oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premiSeS, or (3) 60 days aller Lessee completes a driiWng or reworking operation in accordance 
With the lease prov1slons; whichever date is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid. the lease shall be considered to be a producing lease and the payment shall 
extend the teiTTI of the lease for a period of one year from the end of the primary term, or from lhe first day of the month following the month in which 
production ceased, and. aller that, if no suitable production facilities or suitable mar1<et for the oil or gas exists, Lessee may extend the lease for four 
more successive periods or one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYALTIES. If. during the period the lea.se is kepi in elfect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producmg 
reservoir, or in any case in which dreinage is occurring, the right to continue lo maintain the lease by paying the shut-in oU or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the marilet value of production from the -N causing 
the drainage or which is completed in the same produdng reservoir and Within one thousand ( 1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land 01lice and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that Is comptetltd in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leasltd premises. If the compensatory royalty paid in any 12-month period 
is an amount tess than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will 8CCIUe penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to driH offset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offoset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produdng or capable of produdng Otl or 
gas has been completed on the leased premises. lessee shall 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 marileting the production thef'eon. 

(A) VERTlCAL In the event this lease is in force and elfed two (2) years after the expiration dale of the primary or extended term It shaH then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produclng in paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quant~ies (Including a shut4n oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous driUing or reworiling operations, or (2) the number of acrMOiifiiil!lal~ng pooled unit 

pursuant to Texas Natural Resources Code 52151-5215<4. or (3) such greater or lesserl~~~~~~tf:N>~~ 
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purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Comm1ssion of Texas. or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the elfed.ive date of the partial terminatJon provis10ns hereol, the 
applicable field rules are changed ()( the well or wells located thereon are 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 satd well or wells for production purposes. 
Notwithstanding the termination or this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands st~l subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and nghts-of-way for 
eKistiOg roads. existing pipelines and other existing facil~ies on, over and across au the lands described in Paragraph 1 hereof ("the retained lands'). for 
access to and fr()(n the retained lands and for the gathering or transportation of oil. gas and other minerals produced from the reta1ned lands 

(B) HORiZONTAL In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term rt shall 
further tenninate as to all depths below 100 feel below the total depth drilled (hereinaftef "deeper depths1 in each well located on acreage retatned tn 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-halt (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If sud! amount is paid, this lease shall be in force and effect as to 
such deeper depths. and said termination shall be delayed for an additional penod of two (2) years and so long thereafter as oil or gas is produced 1n 
paying quantities fr()(n such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall, as neariy as practical. be in the form of a 
square With the weft located in the center thereof, or sud! other shape as may be approved by the CommiSSioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conta1ning a satisfactory 
legal description of the acnage and/or depths not retained hereunder. The recorded release, ()(a certified copy of same, shall be filed 1n the General 
Land Office, accompanied by the filing tee prescribed by the General Land Office rules in effect on the date the release IS filed. If Lessee fa11s 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 may designate by written instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counties where the lease is located and in the oflicial records of the General Land OffiCe and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEU.S. Neither the bonus, delay re11tals, nor royalties paid. or to be patd, under thiS lease shall relieve Lessee of hiS obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition. If o~ and/or gas should be produced in commercial quanlltles within 1,000 feet of the leased premcses 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent m control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises Within 100 days after the draining well or wells or the 
well or wells completed within 1.000 feet of the leased premises start producing In commercial quantities and shall prosecute such dnlling with dohgence. 
Failure to satisfy the statutory offllet obligation may subject this lease and the owner of the soil 's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the Genera.! Land Oflice and with his written approval may the payment of compensatory royalty under applicable statutory 
parameteB satisfy the obligation to drill an offset-'' or wells required under this paragraph. 

18. FORCE M.t.JEURE. If, after a good faith effort, Lessee is prevented from comply~ng with any express or implied covenant of th1s lease. 
from conducting dnliing operations on the leased premises, or from produong oil or gas from the leased premises by reason of war. rebellion. riots. 
strikes, acts of God, or any valtd order. rule or regulation of government authority, then while so prevented, Lessee's obligation to comply wrth such 
covenant shall be suspended and Lessee shaU not be liable for damages for failure to comply with such covenants. additionally. this lease shall be 
extended white Lessee is prevented, by any such cause, from conducting driMing and reworidng operations or from producing oil or gas from the leased 
premises. However. nothing tn this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such driling or reworidng operations or production of 011 or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend Iitle to the leased premises If the owner of the so1l defaults 
in payments owed on the leased premises , then Lessee may redeem the rights of the owner of the soil in the leased premises by pay~ng any mortgage, 
taxes or otner liens on the leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessee may recover the 
cost of the5e payment5 fr()(n the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the ent1re undiVided surface estate 1n the above 
descnbed land, whether or not L8$588'a interest is specified herein, then the royalties and rental hefe1n provided to be paid to the owner of the so11 shall 
be paid to him in the proportion which hiS interest bears to the entire undivided surface estate and the royalties and rental herein provided to be pa1d to 
the C()(Omissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However. before Lessee adJUSts the 
royalty or rental due to the Commls$ioner of the General Land Office, Lessee or his authorized representative must submrt to the Commissioner of the 
General Land Oft'ice a written statement which explains the discrepancy be'-n the interest purportedly leased under th1s lease and the actual Interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undrvlded 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest. However, In no event shall 
the Commissionet of the General Land Oft'ice reoeive as a royalty on the gross production allocable to the undrvtded Interest not leased an amount less 
than the value of one-sixteenth (1116) of sud! gross produCIJon. 

(B) REOUcnoN OF PAYMENTS. If, dunng the primary tenn, a portion of the land covered by thiS lease • rncJuded within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code SectiOns 
52.151-52.154, or If, at any time after the expiration of the prmary term or the elrtended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise savered, so that payments determined on a per acre baSis under the terms of this lease dunng the primary term shall be 
calculated based upon the number of acsea outside the boundaries of a pooled unit, or, If after the expiration of the pnmary term, the number of acres 
adually retained and COW!red by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on satd land necessary for operat1ons under thiS lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shah not use potable water or water suitable for livestock or 1mgation purposes 
for waterftood operations Without the poor consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all pe~onat property, 
impro~~ements. livest()CI( and c rops on said land. 

2.3. PIPEUNE DEPTH. When requested by the owner of the soil. Lessee shall bury ds pipelines below plow depth 

24. WEU LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on satd premcses without 
the wnt1en consent of the owner of the soil 

25. POUUTION. In developing this area, Lessee shall use the highest degree of care and aU proper safeguards to prevent pollution W rthout 
limiting the foregoing, ponution of coastal wetlands, natural waterways, nwrs and Impounded water shall be prevented by the use of containment 
facilities suf'llcient to prevent spillage, aeepage or ground water contamination. In the event of pollution, L.euee shall use all means at its diSPOS81 to 
recapture all escaped hydrocarbons ()( other pollutant and shall be responsible for aU damage to public and private properties Lessee shall build and 
maintam fences around its slush, sump, and dra~nage pits and tank baneries so as to protect liveslod\ against loss, damage or inJury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level aU slush pits and cellars and completely clean up the drilling site of ali rubb1sh 
thereon. Lessee shall, while conducting operations on the leased premises, keep said prem15e5 tree of all rut>plsh, cans. bottles, paper cvps or garbage, 
and upon completion of operations shall restore the surface of the land to as near ItS or~gina l condition and contours as IS practicable Tanks and 
equipment will be kept peinted and presentable. 

26. REMOVAL OF EQUIPMEHT. Subject to limitations in this paragraph, Lassee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred tlllenty (120) days after the expuatiOn or the 
tennination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove cas~ng from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrinen 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the sool shall become the owner of any machonery, 
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21. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this tease may be as.signed, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devasees, legal 
representatives. successors and assigns However, a change or division in ownership of the land, rentals, or royalties wilt not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or mpair the eftectivenes.s of any 
a a performed by lessee. And no change or davision '" ownership of the land, rentals, or royalties shall bind lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded munaments of tme (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partaal assignment of this lease shaA. to the extent of the Interest assigned, relieve and discharge lessee of all subsequent 
obligations under this lease. If this lease IS'assigned an -s entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, accordang to the area or each, and failure by one or more of them to pay his share of the rental shan not affect 
thiS lease on the part of the land upon which pro rata rentals are tmely paid or tendered; however, if the as.signor or as.signee does not file a certified 
copy of such assignment in the General land Office before the next rental paying date, the entire lease shall tarmlnate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties owed to the State by the 
onglnallessee or any prior ass~gnee of the lease, including any liabilities to the State tor unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision ill Paragraph 27(a), if the owner or the soil acquires this lease in whole or ill 
part by assagnment without the prior written approval of the Commissioner of the General Land Otfioe, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the 
assignee is. 

{ 1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary '" which the owner of the soil is a principal slodcholdar or is an employee of such a corporation or subsidiary; 
(3) a partnership in which lhe owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stodcholder or employee of the corporation whach is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not lfllited to a guardaan, trustee, executor. administrator. receiver. or conservator tor the 
owner of the soil; or 
(7) a famaly member of the owner of the so~ or related to the owner of the soil by marriage, blood. or adoption. 

28. RELEASES. Under lhe conditions contained in lhis paragraph and Paragraph 29. lessee may at any time execute and delrver to the 
owner of lhe soil and place of record a release or releases covering any portion or portions of tha leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered. the 
delay renlal due under this lease shall be reduced by the proportion that the surrendered acreage bears to the aaeage which was covered by this lease 
inmediately prior to such surrender; however, such release will not relieve lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease IS assigned or released, such assignment or release must be 
recorded an the county where lhe land as snuated, and the recorded instrument, or a copy or the recorded Instrument certified by the County C le111 of the 
county an which the anslrument as recorded, must be filed In the General land Office within 90 days of the last execution date accompanied by the 
prescribed flling fee. It any such assignment as not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provasaons pertainmg to the lease of the above-<lescribed land have been included in this instrument, 
including the statement of the true consideration to be paid for the execution of thas lease and the rights and dulles of the parties. Any collateral 
agreements concerning the development of oal and gas from the leased premises which are not contained 1n this lease render thiS lease invarld. 

31 . FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must fully disclose any facts affe<::ting the State's interest in 
the leased premases. When the interests of the owner of the soil conflict wi1h lhose of the State, the owner of the soil Is obligated to put the S1ate's 
inlerests before his personalmterests 

32. FORFEITURE. It Lessee shall tall or refuse to make the payment of any sum within thirty days after n becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning produdion or drilling, or it 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 Oflioe, or it lessee 
should fail to tile 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 the Railroad Commission, or it lessee should refuse the proper authority acx:ess to the records pertaining to operations, or it Lessee or 
an authonzed agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly tail or refuse to furnish the General 
Land Office a correct log of any well, or it lessee shall knowingly violate any of the material provisions of this lease. or it this lease is assigned and the 
assignment is not filed in the General Land Office as required by taw, the rights acquired under this lease shall be subject to forfeiture by the 
Commissaoner, and he shaU forfeit same when sufficiently informed of the fads which authorize a forfe~ure. and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reonstaled before the rights of another intervene upon satisfactory evidence to the Commissioner of the General land Office of Mure compliance with 
the provasions of the law and of this lease and the rules and regulations thai may be adopted relative hereto. 

33. UEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon aU o il and gas produced from the 
area covered by this 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 lhe State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any othef appr.cable statutory lien, an 
express contradual lien on and security interest in all leased minerals in and extracted from the leased premises, all pt'OOeed5 which may accrue to 
lessee from the sale of such leased minerals, whelher such proceeds are held by lessee or by a third party, and all fix1ures on and inprovements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all roya"ies or other 
amounts due or to become due under thas lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenanl or condition of this lease. whether express or implied. Th~ lien and secunty interest may be foreclosed with or without court proceedings in 
lhe manner provided in lhe Title 1, Chap 9 of the Texas Business and CQmmerce Code. Lessee agrees that the Commissioner may require Lessee to 
executa and record such inslruments as may be reasonably necessary to acknowledge, attach or perfect thas lien. Lessee hereby represents that ltlere 
are no pnor or superior liens ansing from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determane that lhis represent.al ion is not lrue, then the Commissioner may declare this lease forfeited as provided 
here an 

34. POOLING. Lessee IS hereby granted the r~ght to pool or unitaze the royalty inlerest of the owner of the soil under this lease with any other 
leasehold or mineral inleresl for the exploration, development and produdlon of oil or gas or either of them upon the same terms as shall be approved 
by !he School Land Soard and the Commissioner of the General Land Office for the pooling or unitizmg of the interest of the State under this lease 
pursuant to Te11as Nalural Resources Code 52 151-52. 15-4. The owner of the soil •grees that the Inclusion of this provision in this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52 152. 

35. INDEMNITY. l essee hereby releases and discharges the State of Taxas and the owner of the soil, their officers, employees, partners. 
agents. con1ractors, subconlradors, guests, inv~ees. and theor nespective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, tor which necovery of damagM is sought, Including, but not limited to. an losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulling from, the operations 
of or tor Lessee on the leased premises hereunder. or that may arise out of or be occasioned by lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negllgellt or strldly liable aa or omission of lessee. Further, Lessee hereby agrees to be liable tor, exonerate. indemnify, 
defend arid hold harmless the State of Texas and the owner of the soil. their officers. employees and agents. their suooessors or assigns. against any 
and all claims. liabaities, tosses. damages, actions. personal injury (induding death), costs and expenses. or other harm for which recovery of damages 
is sought, under any theory Including tort. c:ontraa. or s1rict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to l.e~'s failure to comply wit.h any and all environmental laws; those arising 
from or In any way related to Lessee's operations or any other of lessee's activities on the leased premises; those l riSirlQ from Lessee's use of the 
surface of the teased premises; and those that may arise out of or be occasioned by Lessee's breach or any of the t~f!!1!.2L.Provisions of this Agreement 
or any other ad or omission of lessee, its directors. officers. employees, partners. agents, contractors, sub&~~~~~tees, and thear 
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respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, mdemnrfy, defend and 
hold harmless lhe Slate of Texas and lhe owner of the soil, their officers, employees, and agents in the same manner provtded above in connectton wrth 
the adivities of Lessee, Its oll'ia!rs, employees, and agents as desctibed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABIUTIES ASSUMED UNDER THE TERMS Of= THIS AGREEMENT SHAll BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE<XISTING CONDITIONS), STRICT LIABIUTY, OR THE 
NEGLIGENCE Of ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamtnallon or 
pollution of any eovirorwnental medium, indudtng sotl, surface waters, groundwater, &ediments. and surface or subsurface strata. amb.ent atr or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant or contaminant. Lessee shall not bring or pemut to rematn on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wasta~;, hazardous matenals. 
hazardous substances (as lhe term "Hazardous Substance· is defined In the Comprehensive Environmental Response, Compensation and liability Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals"). except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSmUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHAU.INOEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PEHALTIES, LIABILmES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIAlS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALl. CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL. LAW OR REGULATION. LESSEE SHALl. IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON L.EARHING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON R£CEfVING A NOTICE FROM ANY 
GOVERNMENTAL. AGENCY PERTAINING TO HAZARDOUS MATE.RIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HE.REUNOER SHAU. SURVIVE THE EXPIRATION OR EARUER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52 190, commonly 
known as the ReUnquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 
statutes. the statutes will prevail Ollef any nonconforming lease provisions. 

38 .. EXECUTION. This oU and gas lease must be signed and adlnowledged by the lessee before it is filed of record in the county records and 
en the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 ofthis lease have been satisfied, the effective date 
of this lease shall be the dale found on Page 1. 

311. LEASE FIL.ING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record en the office of the 
County Clertt in any county in which all or any part of the leased premises Is located, and certified copteS thereof must be tiled tn the General Land 
Office. This lease Is not efl'edive until a certified copy of thrs lease (which is made and certified by the County Clertt from hrs records) is filed tn the 
General Land Oftice in ac:cordance ~Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
reates the adual and true consideration paid or promised for execution of thrs lease. The bonus due the State and lhe prescribed nling fee shall 
accompany such oertifted copy to the General Land Office. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

STATE OF TEXAS 

By~ESOURCEd L 
BY: Peg~" 
Title: Pres nt 
Individually and as agent for the State of Texas 

Oate: /2./2/11 
I 

••• ••• • • • • • • • • • •• • • 

LESSEE. PETROHAWK PROPERTIES. LP 

By· P-H , LLC, Its General Partner 

••• ••• • • • • • • • • • • • • • • •• •• • • • • • 

v 
0 
L 

0 
9 
2 
0 

p 
G 

0 

4 
8 



BOOK 9 ~ U P6 GE 

STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF TULSA 

BEFORE ME, the undersrgned aulhonty, on thiS day personally appeared ,o""'.R.,_,._,De=ff~en,_,b"'a,u,.g,_,_h _ ______________ _ 

known to me to be the person whose name Is subscribed to the foregoing instruments asV .._,.q"'-"-P""'re..,s..,id..,eu.znt._-_,l,.,a'"'n""d ____________ _ 

of P-H Energy. LLC. general partner of Petrdhawl< Properties. LP. a Texas limited pertnershio and acknowtedged to me that he 

executed the same for the purposes and consideration therein expressed. 1n the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of off10e th1s the / Z ~ day of __,J).-,;...~ef. ...... edl ........ ~b_,t.._l,___. 2011. 

c2~di~ 
• 

VICKIE HORTON 
NoDry Nile·-tar 

STATE OF OKlAHOMA 
Colli ..... #11 006tl81 
~.~ •• t1.2115 

-STATE OF ---"~_Q"'""'"y.D;>="'--~-
COUNTY OF _l'-l--!...Y\=O:.:....~)=o.:..:....:rd=---

Notary Public in and for _ _,0""--'Kl-Ubll.A...!.h....w.O...u...m~a....._ _ _ _ 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty. on this day personally appeared Peggy Hahn known to me to be the person whose name 15 

subscnbed to the foregoing instruments as President of INLAND RESOURCES INC, and acknowledged to me that she executed the same for the 

purposes and consideration therein eKpressed, in I he capacity stated, and as the act and deed of said corporation 

G•oo """"my h"d '"" reol of oll<e '"""" •S!rx\ doy of M~~ 

Notary Public in and for _ _ 
4
\-kf4$""""'.=."""":.._ ______ _ 

... : ·. 
~l ' • . ' il 

j ~\\ I ·-..,I/. 
.. 

\, '• , ' I 

.. ! . ' I f. • . ~ : J 
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EXHIBIT "A" 

THIS ADDENDUM IS HEREBY MADE TO THAT CERTAIN OIL AND GAS LEASE DATED 
NOVEMBER 28TM, 2011, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH 
ITS AGENT, INLAND RESOURCES, INC., AS LESSOR AND PETROHAWK PROPERTIES, LP, AS 
LESSEE. 

PROPERTY DESCRIPTION 

ALL OF SECTION 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, LOCATED IN ABSTRACT 3773, 
CULBERSON COUNTY AND IN ABSTRACT 3536, REEVES COUNTY TEXAS, CONTAINING 640 ACRES, 
MORE OR LESS. 

ADDITIONAL TERMS AND PROVISIONS: 

NOlWITHSTANDING ANYTHING CONTAINED HEREIN TO THE CONTRARY, the following provisions 
shall apply as an ADDENDUM to the foregoing, Oil, Gas, and Mineral Lease, and shall be in force and effect as 
a part of said lease. 

I. The provisions of paragraphs 14 and 15 notwithstanding, the payment of shut-in or compensatory 
royalties shall not be permitted to extend this lease for more than two years after the expiration of the 
primary term. 

2. Lessee shall also furnish the same information as set out in Paragraph 10 (B) in the same manner to the 
owner of the soil. 

3. Paragraph 16 shall be replaced as follows: 

Paragraph 16. (A) VERTICAL In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term this lease shall then terminate as to all of the leased 
premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including shut-in oil or 
gas well as provided in Paragraph 14 hereof). or a well upon which Lessee is then engaged in continuous 
drilling or reworking operations, or (2) the number of acres included in producing pooled unit pursuant to 
Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then 
be allocated for production purposes to a portion unit for each such producing well under the rules and 
regulations of the Railroad Commission of Texas, or any successor agency, or other governmental 
authority having jurisdiction. If at any time after the effective date of the partial termination provisions 
hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that 
less acreage is thereafter allocated or permitted to be allocated to said well or wells for production 
purposes, this lease shall thereupon terminate as to all acreage except the minimum acreage allocable to 
said well or wells for production purposes. Notwithstanding the termination of this lease as to a portion of 
the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress to and egress 
from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with 
easements and rights-of-way for existing roads, existing pipelines and other existing facilities on, over and 
across all the lands described in Paragraph 1 hereof ("the retained lands"), tor access to and from the 
retained lands and for the gathering or transportation of oil, gas, and other minerals produced from the 
retained lands. 

Paragraph 16. (B) HORIZONAL In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term it shall further terminate as to all depths below 1 00 feet 
below the total vertical depth drilled (hereinafter "deeper depths") in each well located on acreage 
retained in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease 
(as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such 
deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long 
thereafter as oil and gas is produced in paying quantities from such deeper depths covered by th1s lease 

4 . Paragraph 19 shall be replaced as follows: 

Paragraph 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend Iitie to the 
leased premises by, through, and under the owner of the soil, but not otherwise. If the owner of the soil 
defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of 
the soil in the leased premises by paying any mortgage, taxes or other liens on the leased premises. If 
Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 
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5. Paragraph 26 shall be replaced as follows: 

Paragraph 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have 
the right and obligation to remove machinery and fixtures placed by Lessee on the leased premises. 
including the right to draw and remove casing, within one hundred twenty (120) days after the expiration 
or the termination of this lease unless the owners of the soil grants Lessee an extension of this 120-day 
period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying 
quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice 
to the Commissioner of the General Land Office and to the owners of the soiL The owners of the soil at 
their option shall become the owners' of any machinery, fixtures or casing which is not timely removed by 
Lessee under the terms of this paragraph. If the owners of the soil do not exercise said option Lessee 
shall retain the responsibility and liability for moving satd equipment. 

6. Paragraph 27 shall be replaced as follows: 

Paragraph 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 
of this lease, the rights and estate of either party to this lease may be assigned, in whole or in part, and 
the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, 
or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of 
Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act 
performed by Lessee. And no change or division in ownership of the land, rentals. or royalties shall bind 
Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees. legal 
representatives or assigns) furnishes the Lessee with the satisfactory written evidence of the change in 
ownership, including the original recorded muniments of title (or certified copy of such original) when the 
ownership changed because of a conveyance. If this lease is assigned in its entirety as to only part of the 
acreage, the right and option to pay rentals shall be apportioned as between the several owners ratably, 
according to the area of each, and failure by one·or more of them to pay his share of the rental shall not 
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, 
tf the assignor or assignee does not file a certified copy of such assignment in the General Land Office 
before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, 
and penalties owed to the State by the original lessee or any prior assignee of the lease. including any 
liabilities to the State for unpaid royalties. 

7. There is reserved, to the owner of the soil herein, rights to the abandoned wellbore in the Southeast 
Quarter of the Southeast Quarter (SE/4 of SE/4) of Section 3, Block 45 for purposes and rights associated 
with the surface estate. 
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Notice of Confidentiality Rights: If you are a natural penaon, you may remove or strike any of the following information from this instrument 
before It Ia ftled for record In the public records: your social NCUrity number or your driver's license number. 

General Land Office 
Rellnqulehment Act Leeu Form 
Reviled. September 1997 

~ustin, mexas 
OIL AND GAS LEASE 

FILEb~-Bei~~ORO 
RHVES COUNW TEXAS 

,Jan 1il. 2012 al 01 :41:01} PM 

M~1 1 l 6rov 

THIS AGREEMENT is made and entered into this~ day of,_,N.,.,o""'ve.,_m,.,be""-'-r ____ __,20_11 __ , between the Stale of Texas, acting 

by and through its agent, INLAND RESOURCES, INC., a Texas Coroorallon, reoresented herein by its President peggy Hahn 

of POST OFFICE BOX 10169, MIDLAND TEXAS 79702-7169 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and ,_P.=ETR..:..:..:"'O-'-'H"-'A"-WK:.:.:...P:..;R..,_Ox.:....P.=E!.'R"-T"'IE,.S .... .,.LP,__ ___________ _ 

of 6100 SOUTH YALE AVENUE. SUITE 500. TULSA. OKLAHOMA 74136 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under thiS lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dr~ling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
sta1ions, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in CULBERSON AND REEVES County, State ofTeKas, to-wit 

ALL OF SECTION 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, LOCATED IN ABSTRACT 3773, CULBERSON COUNTY AND IN ABSTRACT 
3536, REEVES COUNTY TEXAS, CONTAINING 640 ACRES. MORE OR LESS. 

SEE ATTACHED EXHIBIT "A" FOR ADDmONAL PROVISIONS. 

containing ,.;64,.0._ _____ acres. more or less The bonus consideration paid for this lease is as follows: 

To the State ofTelCBs: EIGHTY THOUSAND DOLLARS AND 00/10<C=== 

Dollars ($80,000.00 

To the owner of the soil: EIGHTY THOUSAND DOLLARS AND 001100 

Dollars ($80 000.00 ) 

Total bonus consideration: ONE HUNDRED SIXTY THOUSAND DOLLARS AND QQ/109-::== 

Dollars ($160,0QQ.OO ) 

The total bonus consideration paid represents a bonus of TWO THOUSAND DOLLARS AND 001100!--== 

---- - - ---- ---- -- Dollars ($2 000.00 l per acre. on ~so!L_ _____ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE C3l years from 
this date (herein called "primary term") and as long thereafter as oil and gas. or either of them, is produced in paying quantities from said land. As used 
in this tease, the term ·produced 1n paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered eKceed out of pocket operational expenses for the six months last past. 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the PAY DIRECT TO LESSOR AT THE 

ABOYEAODRESS 6ank, at _ ____ ~--~----~~~~~~-----~--~~~--~~~ 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 
Lessee shan pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shaH operate as a rental and shall cover the prnrijege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: FORTY DOLLARS ANP 00/1~ 

Dollars ($-40.00 ) 

To the State of Texas: FORTY DOLLARS AND 00/100 

Dollars ($-40.00 ) 

Total Delay Rental: EIGHTY DOLLARS AND 00/100 

Dollars (S·~~:80il,_.~oo>~....-_________ ..J 
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In a.lil:e manner and upon like paymen1s or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary lenn. AI payments or tenders of Atntal to the owner of the so~ may be made by chedt or sight draft of lessee, or any 
assignee of this lease, and may be defrYered on or before the rental paying date. If the bank designated in this paragraph (or its sua:es.sor bank) should 
ceue to exist, suspend busine&s. liquidate, fail or be suoc:eeded by another bank, or for any reasoo fail or refuse to acoept rental, lessee shall not be 
held in default for faiure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in this lease to the Commissioner of the General land Office of the State of Texas. at Austin. Texas, and one-half (112) of such royalty to the 
owner of the soil: 

(A) OIL Royalty payable on oil. which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shaA be 11<4th part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
land Office, 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 th~ 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. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed In a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gn separator of conYefllional type, or other equipment at le4ISt as efficient, so that ail liquid hydrocarbons recoverable from the gas by such means 
will be I"IICOVef8d. The requirement that such gas be run through a separator or other equipment may be waived. in writing, by the royalty owners upon 
such terms and conditions as they prescribe . 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as o~ in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extradlon of gasoline, liquid hydrocarbons or other products) shaH be 11411! part of the gross production or the market value thereof. at the 
option of the owner of the soil or the Commissioner of the General land Office. such value to be based on the highest market price paid or offered for 
gas of comparable quality in the genentl area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater: 
provided that the maximum pre$5Ure base In measuring the gas under this lease shall not at any tme exceed 1<4.65 pounds per square inch absolute, 
and the standard base temperature shan be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyle's law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the tlme of testing . 
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(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liQuid p 
hydrocart>ons shan be 1/<4th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner (~ 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred "percent (100%) of the total plant _, 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%). or that percent accruing to Lessee. whichever is the 
greater, of the total plant production of r~quid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recoYered 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 highest percent aocruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there Is no such third party, the highest percent then being specified in processing agreements or contracts in 0 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the -ighlecf average gross selling price for the respective grades of r~quid hydrocarbons). whichever is the greater. In no event. however. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OlliER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocart>ons) whether said gas be "casinghead,· "dry,· or any other gas, by fractionating, buming or any other processing shall be 114th part of 
the gross production of such produds, or the market value thereof. at the option of the owner of the soil or the Commissioner of the General land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale pric:e of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. Ouring any year after the expiration of the pmary term of this lease, if this lease is maintained by production. the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay Atntal herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per aae. 

I . ROYALTY IH KIND. Notwithstanding any other provision in this lease. at any time or from time to time. the owner of the soil or the 
Commissioner of the General Land Oflice may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties aocruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Offtee's rights 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTlOHS. l85$88 &g1'885 that an royalties accruing under thfs lease (including those paid in kind) shaU be Without deductiOn for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, induding any reimbursements 
for severance taxes and production related costs. 

a. PLANT FUEL AND RECYCL£D 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 Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General land Office. lessee may recyde gas for gas lift purposes on the leased premises or for 
Injection into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recycled gu until it is produced and sold or used by lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

t . ROYALTY PA YIIEHTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on produc:lion of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on o~ 
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 15th day of the second month succeeding the month of production, 
accompanied by the aflldavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all ol and gas produced and the market value of the oil and gas. together with a copy of all documents, 
I1ICOrds or reports confirming the gross production, disposition and market value inducting gas meter readings, pipeline reoeipts, gas line receipts and 
other chedls or memoranda of amount produced and put into pipelines. tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager 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 showing by the assigned General land Offioe lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty 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 royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royaltles shal accrue interest at a rate of 12% per year: such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting docunents which are not filed when due shall incur a penalty in an amount set by the General land Office adminiStrative rule 
which is etJ.ctive on the dne when the affidavits or supporting documents _,. due. The Lessee shaH bear aU responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shaD in no way operate to prohibit the State's 
right of forfeituAt as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value. 
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10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General land Oflic:e 
with its best possible estimate of oll 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 agreementa and amendments to such contrads within thirty (30) days after 
entering into or making such contracts, agreements or amendmerrts. Sud'! contracts and agreemerrts when 1'11Ceived by the General Land Oflic:e shaU be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contrac:b and reoonjs pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises. lnchxllng the books and accounts, receipts and discharges of all wefts, 
tanks, pools, meters, and pipelines shall at all times be subjed to Inspection and examination by the Commissionef of the General Land Office, the 
Attomey General, the Governor, or the rep7ntatlve of any of them. 

(B) PERMITS, ORIWNG RECORDS. Written notice of all operations on this lease shall be submlted to the Commissioner of the General V 
land Office by Lessee or operator five (5) days before spud date, workover, re-ently, temporary abandonment or plug and abandonment of any wen or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, Q 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. AU 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas L 
Railroad Commission or any other governmental agency shan include the word ·state" In the title. Additionally, In accordanoe with Railroad Cornmiasion 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated irnpl'ovemeots to the land must also 
include the word "State." Lessee shall supply the General Land Otllce with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-<lescribed premises, which may be requested by the General Land Office, in addition to 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 0 

9 the total depth of well. of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each weU to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL n ES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late litlng shall be set by the General Land Oflice administrative rule which is effective on the date when the materials were due in 
the General Land Oflice. 

11. DRY HOL£/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnnary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole Of' holes thereon, or if during the pRn&ry term hereof and after the disoo\lery and 
actual production at oil or gas from the leased premises such production thereof should cease from any cause, this lease shaU not terminate if on or 
before the expiration of sixty (60) days from date of completion of .aid dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year at the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shaD remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
wetl or any subsequent well drilled on the above described land be completed as a shut-in oll or gas well within the prW'nafy term hereof, 1...es1ee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expirlltlon of sOcty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease sh.al ipso facto terminate. If at the 
explrabon of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. ORILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in woritmanlike manner without intltmlp(ions totaling more 
than sixty (60) days during any one such operation, and if they resul in the production of oll and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut·in oil or gas well royalties or compensatory royalties is made as provided in this tease. 

13. CESSATION, DRILUNG, AND REWORKING. If, after the expiration of the primary term, production of oil Of' gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not tennlnate if Leasee COfTWTlerlces additional drilling or reworking 
operations within sixty (60) days after sud'! cessation, and this lease shall remain in full force and effect for so long as sud'! 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 production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas weU royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the drilling or rewo00ng 
operations result In the completion of a well as a dry hole, the lease will not terminate tf the L.esaee commences additional drilling or reworiting 
operations within sixty {60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues dolling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shaU give written notice 
to the General Land Oflice within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any weU that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect. a well capable of producing oil Of' gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lacK of suitable production facilities or lack of a suiable market, then Le$$&8 may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing 011 or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be ef'fective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling Of' reworking operation In accordance 
with the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Commissioner of the General Ulnd Office and one­
half (112) to the owner of the soil. If t.he shut-in oll or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shal 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities Of' subble market for the oil or gas exists, l.esSM may extend the lease for four 
more successive periods of one (1) year by paying the same amount eadl year on Of' before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil Of' gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet at the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is OCCttrring, the right to continue to maintain the lease by paying the shut-In oM or gas royalty shaH cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
sua:essive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the wei causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and onH!alf (112) to the ownef' of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil Of' gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will 8CCIUe penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to driN offset welts as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill of'lset wells. 

1e. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in dritmg such additional wetl or 
wells as may be reasonably necessary for the proper development of the leased premises and in martleting the production thefeon. 

(A) VERTICAL. In the event this lease is in force and elfect two (2) years after the expiration date of the primary or extended term it shaH then 
terminate as to all of the leased premises, EXCEPT {1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 ecteS 
surrounding each gas well capable of producing in paying quantlies (Including a shut-in oil or gas well as ~ in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous driMing or reworking operations, Of' (2) the number of acres included in a producing pooled uni 
pursuant to Texas Natural Resources Code 52.151 -52.154, or (3) sud'! greater or lesser number of acres as may then be allocated for production 
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purposes to a proration unit for each such producing weH under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other gOII'eiTVllental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are 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 production purposes. 
Notwith.standing the termination of this lease as to a portion of the lands covered hereby, Lessee snail nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easementlland rights-of-way for 
existing roads, existing pipelines and other existing facilfties on, over and across all the lands described in Paragraph 1 hereof ("the retained landsl. for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event this lease is in force and efJect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depth$ below 100 feel below the total depth drilled (hereinafter "deeper depthsl in each well located on acreage retained in V 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to O 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in L 
paying quantities from such deeper depths covered by this lease. 

(C) IDENT1F1CAT10N AND FlUNG. The surface acreage retained hereunder as to each well shaU, as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thil1y (30) days lifter partial tennination of thit lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the aaeege and/or depths not retained hereunder. The recorded release, or a c:er1ified copy of same, shall be filed in the General 
Land otl'ic:e, a<XXlmpanied by the filing fee prescribed by the General land Ol'fic;e Nles in effect on tile dale the release is filed. If l.e$$ee 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 
<Mnmissioner at his sole dlsaetion may designate by written instrument lhe acreage and/or depths to be released hereunder and record such 
instnment at Lessee's expense in the county or counties where the lease is located and In the olliclal records of the General land Otflc:e and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEU.S. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve lessee of his obligation 
to protect the oil and gas under the abov&-described land from being drained. lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells a the fads may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the lessee, sublessee, receiver or other agent In control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining weU or wells or the 
well or wells canpleted within 1 ,000 feel of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
Failure to satilfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the Geneflll Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to driH an oi'Jset well or wells requited under this paragraph. 
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18. FORCE MAJEURE. If, after a good faith effort, lessee Is prevented from canplying with any express or inplied covenant of this lease, 0 
from conducting driUing operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebell ion, riots, 
strikes, ads of God, or any valid order, rule or regulation of government authority, then white so prevented, lessee's obligation to canply with such 2 
covenant shaU be suspended and lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease snail be 4 
extended while lessee is prevented, by any such cause, from conducting drilling and reworl<ing operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shaU suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 6 
in the absence of such driling or reworl<ing operations or production of oil or gas. 

19. WARRANTY CUUSE. The owner of the soil warrantll and agrees to defend title to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then lessee may redeem the rights of the owner of the soil in the leased premises by pay~ng any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, lessee may recover the 
cost of these payments from the rental and royalties due the owner of the solt 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
descriled land, whether or not Lessee's intllrest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to hin In the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Olf'IC8 of the State of Texas shall be likewise proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the Commissioner of the General land Office, lessee or his authorized representative must submit to the Commissioner of the 
General land Office a written statement which axplains the discrepancy be~n the interest purportedly leased under this lease and the actualanterest 
owned by the owner of the soil. The Commissioner of the General land omc:e shall be paid the value of the Whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest .. However, In no event shall 
the Con-missioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease it included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the so" in accoo:lance with Natural Resources Code Sections 
52.151-52.154, or If, at any tine after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that paymentll determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the ntmber of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actuaRy retained and COYenld by thit lease. 

21 . USE OF WATER Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, lessee shaU not use potable water or water suitable for livestock or irrigation purposes 
for waterftood operations without the prior consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
inproyementll, livestock and crops on said land. 

23. PIPEUNE DEP'Tl1. When requested by the owner of the soil, Lessee shaU bury its pipelines below plow depth. 

24. WELL LOCATION UIIIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the writMn consent of the owner of the soil. 

25. POLLunON. In developing this area, Lessee shall use the highest degree of care and aH proper safeguards to prevent pollution Wrthout 
liniting the foregoing. poHution of coastal wetlands, natural waterways, rivers and impounded water snail be prevented by the use of containment 
fac:illties suf1lcient to prevent spillage, ~ or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other poHutant and shall be responsible for aU damage to public and private properties. Lessee shaU build and 
maintain fences around its slush, sump, and drainage pits and lank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fiU and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbis)l, cans, bottles, paper cups or garbage, 
and upon canpletion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

21. REMOVAL Of EQUIPIIEHT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
telmlnatlon of this lease unless the owner of the soil grantlllessee an extension of this 12CkSay period. However, lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until alter thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not trne1y removed by lessee under the terms of this paragraph. 
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27. (A} ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, In whole or in part. and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, Suc:oessofS and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
In ownership, including the original recorded muniments of title (or a certified copy of such original} when the ownecship changed because of a 
conveyance. A total or partial assignment of this lease shaH. to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is-aSsigned in b entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably. according to the area of each, and failure by one or more of them to pay his share of the renlal shd not alfect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified V 
copy of such assignment in the General Land Office before the next rental paying date, the entire tease shall terminate for failure to pay the entire rental 0 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties ~ to the State by the L 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil ac;quires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the tme of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it wefe made to the owner of the soil if the 
assignee is: 

(1} a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the so~; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6} a fiduciary for the owner of the soil; including but not ll'nited to a guardian, trustee. executor, administrator. receiver, or conservator for the 
owner of the so~; or 
(7} a famWy member of the owner of the so~ or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29. Lessee may at any tme execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County CletK of the 
county in which the instrument is rec:ortled, must be filed in the General Land Office within 90 days of the last exect~tion date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commi$sioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescribed land have been included in this instrument. 
including the statement of the true consideration to be paid for the execution of this tease and the rights and dulles of the parties. Any c:olateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this tease invarld. 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affeding the State's interest in 
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false 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 Offioe, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shaH be subject to forfeiture by the 
Commissioner. and he shal forte~ same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act.. However. nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any speciallirnltation arising hereunder. Forfeitures may be set aside and this lease and aR rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commi$sioner of the General Land Office of Mure compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52. t 36. the State shall have a first lien upon aU oil and gas produced from the 
area covered by this 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 lien provided by Texas Natural Resources Code 52.136 and any othef' applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, aR proceeds which may accrue to 
lessee from the sale of such leased minerals, whether such proceeds are held by lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all roya"les or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease. whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Trtle 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner 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 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-desaibed 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 this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be appro-.ed 
by the School Land Board and the Commissioner of the General Land Oflioe for the poofing or unitizing of the interest of the State undef this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this provision in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees. partners, 
agents. contractors, suboontradors, guests. invilees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm. for which recovery of damages is sought, including. but not limited to, an losses and 
expenses which are caused by the activities of Lessee, its olflcers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers. employees and agents. their suooessors or assigns, against any 
and aK claims, liabilities, losses, damages, actions. personal injury (induding death). costs and expenses. or other harm for which recovery of damages 
is sought, under any theory Including tort. contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee. its directors, officers. employees, partners. agents. contractors, subcontractors, guests, invitees, and their 
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respec:tive sucoessors and 11S$igns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, l1s otrlcers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, ALL OF 
THE INDEMNITY OBUGA TIONS AND\OR UABIUTIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL. BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE<XISTING CONDtnONS), STRICT UABILITY, OR THE 
NEGLIGENCE OF ANY PARlY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONME.NTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any envirormental medium, inducting soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any 
O(her environmental medium in, on, or undef, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remam on 
the leased premises any asbestos containing materials. explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials. 
hazardous substances (IS the term ·Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability Ad 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"). except 
ordinary products commonty used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLAT10N OF THE FOREGOING PROHIBITION SHALL CONST1TUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALl. INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CL.AJMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE. RELEASE, OR 
DISPOSAl. OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT llfE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF llfE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH llfE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILilY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAl. LAW OR REGULATION. LESSEE SHALL IMMEDIATEL V 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOT1CE OF AHY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESEHCE OF AHY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHAll SURVIVE THE EXPIRATION OR EARUER TERMINATION, FOR ANY REASON, OF llfiS AGREEMENT • 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known u the ReHnquishment Ad, and other applicable statutes and amendments thereto, and if any provision In this lease does not conform to these 
statutes, the statutes will prevail OY8f any nonconforming lease provisions. 

38. EXECUTION. This o~ and gas lease mual be signed and admowledged by the Lessee before it is filed of recool in the county records and 
in the General land Office of the State of Texas. Onoe the filing requirements found in Paragraph 39 of this lease have been satisfied, the ertedive date 
ol this lease shaU be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clertl in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease Is not etredive until a certified copy of this lease (which is made and certified by the County Clertl from his records) is filed in the 
Genefal land Office in aoc:of'danoe with Texas Natural Resources Code 52.183 . .Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for executlon of this lease. The bonus due the Stale and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

STATE OF TEXAS 

B~SOURCEdL 

BY: Peg~" 
Title: pres nt 
Individually and a.s agent for the State of Texas 

Date: / 2./2. //I 
I 

LESSEE: PETROHAWK PROPERnES, LP 

By ~c. '' """"~' •::• 
BY: .R. Deffenbaugh 
Tille: Vq President - band 

Date: IZU2111 

/ 

v 
0 
L 

0 
9 
2 
0 

p 
G 

0 
2 
4 
8 



•• • • • • • • • 
• •••••• • • 

• 
• •• • • • •••• 
•• • • • • • • • 
• 
•••• • •••• 

BOOK 9 2 0 PAGE 24 9 

STATE OF OKLAHOMA 

COUNTY OF TULSA 

(CORPORATION ACKNOWLEDGMENT} 

BEFORE ME, the undersigned authonty, on th1s day personally appeared ~o""'-.R~ _ _,0<30e'-!!ff-"'en~b"'a"'u,..gh!.!_ ________ _______ _ 

known to me to be the person whose name is subscribed to the foregoing instruments as V~k;e,_,_P_,_,re.,s,id.,.e,.,nt._-_,L.a"""'n""d ______ ______ _ 

of P-H Energy. LLC. general partner of PetfOhawtc Prooerties. LP. a Texulimited PartnershiP and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the I z-1:!1.. day of 

• 

VICI<JE HORTON 
Norary Pulllc"' ... tar 

STATE Of OIQAHOMA 
CalnrNIIIOn • 11 0011887 
~--1.2115 

-c .. d."' 
STATEOF ____ ~~~~~~~~--

COUNTY OF _N___.,!_~\()-'-""-'-')=<l:.:..cOO=---

Dee.ern ber . 2011. 

,}d,ctJ~ 
Notary Public in and for 0 t< h. h Dm/l 

(CORPORATION ACKNOWLEDGMEI'IT) 

BEFORE ME, the undersigned authority, on this day personally appeared Peggy Hahn known to me to be the person whose name is 

subscribed to the foregoing instruments as President of INLAND RESOURCES. INC. and acknowledged to me that she executed the same for the 

purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

GNeo "'"'mY horul '"' ,.,, "'""" ~" ~· ,S)Pd d•y of M~~ 

Notary Public in and for _ _ ,.\-W4$-'-'-'=---='------- --

, I· '. , ' I . 
.: r •' I r · . , · \ r: ; ;- 1 ! 
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EXHIBIT "A" 

THIS ADDENDUM IS HEREBY MADE TO THAT CERT AJN OIL AND GAS LEASE DATED 
NOVEMBER 28nt, 2011, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH 
ITS AGENT, INLAND RESOURCES, INC., AS LESSOR AND PETROHAWK PROPERTIES, LP, AS V 
LESSEE. 0 

PROPERTY DESCRIPTION 

ALL OF SECTION 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, LOCATED IN ABSTRACT 3773, 
CULBERSON COUNTY AND IN ABSTRACT 3536, REEVES COUNTY TEXAS, CONTAINING 640 ACRES, 
MORE OR LESS . 

ADDITIONAL TERMS AND PROVISIONS: 

NOTWITHSTANDING ANYTHING CONTAINED HEREIN TO THE CONTRARY, the following provisions 
shall apply as an ADDENDUM to the foregoing, Oil, Gas, and Mineral Lease, and shall be in force and effect as 
a part of said lease . 

I. The provisions of paragraphs 14 and 15 notwithstanding, the payment of shut-in or compensatory 
royalties shall not be permitted to extend this lease for more than two years after the expiration of the 
primary term. 

2. Lessee shall also furnish the same information as set out in Paragraph 10 (B) in the same manner to the 
owner of the soil. 

3. Paragraph 16 shall be replaced as follows: 

Paragraph 16. (A) VERTICAL In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term this lease shall then terminate as to all of the leased 
premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including shut-in oil or 
gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous 
drilling or rewor1<ing operations, or (2) the number of acres included in producing pooled unit pursuant to 
Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then 
be allocated for production purposes to a portion unit for each such producing well under the rules and 
regulations of the Railroad Commission of Texas, or any successor agency, or other governmental 
authortty having jurisdiction. If at any time after the effective date of the partial termination provisions 
hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that 
less acreage is thereafter allocated or permitted to be allocated to said well or wells for production 
purposes, this lease shall thereupon terminate as to all acreage except the minimum acreage allocable to 
said well or wells for production purposes. Notwithstanding the termination of this lease as to a portion of 
the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress to and egress 
from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with 
easements and rights-of-way for existing roads, existing pipelines and other existing facilities on, over and 
across all the lands described in Paragraph 1 hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas, and other minerals produced from the 
retained lands. 

Paragraph 16. (B) HORIZONAL In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term it shall further terminate as to all depths below 100 feet 
below the total vertical depth drilled (hereinafter "deeper depths") in each well located on acreage 
retained in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease 
(as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such 
deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long 
thereafter as oil and gas is produced in paying quantities from such deeper depths covered by this lease. 

4. Paragraph 19 shall be replaced as follows: 

Paragraph 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the 
leased premises by, through, and under the owner of the soil, but not otherwise. If the owner of the soil 
defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of 
the soil in the leased premises by paying any mortgage, taxes or other liens on the leased premises. If 
Lessee makes payments on behalf of the owner of the soil under this para{raph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

Lessor Initials:. 
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5. Paragraph 26 shall be replaced as follows: 

Paragraph 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have 
the right and obligation to remove machinery and fixtures placed by Lessee on the leased premises, 
including the right to draw and remove casing, within one hundred twenty (120) days after the expiration 
or the termination of this lease unless the owners of the soil grants Lessee an extension of this 120-day 
period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying 
quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice 
to the Commissioner of the General Land Office and to the owners of the soil. The owners of the soil at 
their option shall become the owners' of any machinery, fixtures or casing which is not timely removed ·by 
Lessee under the terms of this paragraph. If the owners of the soil do not exercise said option Lessee 
shall retain the responsibility and liability for moving said equipment. 

6. Paragraph 27 shall be replaced as follows: 

Paragraph 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 
of this lease, the rights and estate of either party to this lease may be assigned, in whole or in part, and 
the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, 
or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of 
Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act 
performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind 
Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with the satisfactory written evidence of the change in 
ownership, including the original recorded muniments of title (or certified copy of such original) when the 
ownership changed because of a conveyance. If this lease is assigned in its entirety as to only part of the 
acreage, the right and option to pay rentals shall t>e apportioned as between the several owners ratably, 
according to the area of each, and failure by one·or more of them to pay his share of the rental shall not 
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, 
if the assignor or assignee does not file a certified copy of such assignment in the General Land Office 
before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, 
and penalties owed to the State by the original lessee or any prior assignee of the lease, including any 
liabilities to the State for unpaid royalties. 

7. There is reserved, to the owner of the soil herein, rights to the abandoned wellbore in the Southeast 
Quarter of the Southeast Quarter (SE/4 of SE/4) of Section 3, Block 45 for purposes and rights associated 
with the surface estate. 

Lessor Ini tials@: 

12-004J5 
UIMJNE 0. FLOREZ 
COUNTY ct.ER~ 

2u12 J;m 18 ;;.t 0~ :41 f'M 

~~~~~~!~A~ By: EF-r-~~-· ut~UTY 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

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

• ..... 

The above and foreg<llng 1S a full, true and correct photographic copy of the 
ong1nal record now 1n my lawful custody and possess1on, as the same IS 
filed/recorded in the public records of my office, found 1n VOL Jl.2.0.. 
PAGE 21U_. THRU 25 1 ~C~ PUBLIC 

~"'";""~,. I hereby cert!Ued on__ 04 I 16 I l_l_ 
~· . 

...., "'""'''-lts DIANNE 0 . FLOREZ, COUNTY CLERK 
~ . . 1 REEVES COUNTY, TE? : 

~BY /JJaAt~L/Ld DEPUTY 
MARYruLA 
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Notice· of Confl~ity Rights: If you are a natural person, you may remove or atrike any of the~ ~ ... ~~1"' instrument 
before n Is fir.d for record In the public records: your social security number or your driver's nee-~ 

~-- Land Offtce 
·Relinquishment Act Lt .. Form 
ReviMd, September 1997 

~ustin, \lr:exas 

OIL AND GAS LEASE 

nLE6~-8Ri~~oRo 
REEVES COUN rY. i t:XJ\S 

.Jan 1S, 2012 ~~ llf ·.u ·oo Pf'l. 

Mrt{ IBIOE 

THIS AGREEMENT is made and entered into this~ day of ~N~ov~e~mc!J,be!:!:.!..r _____ ,20_11 __ . between the State of Texas. acting 

by and through its agent, ROBERT E. LANDRETH AND DONNA P. LANDRETH, HUSBAND AND WIFE 

of 1 tO WEST LOUISIANA AVENUE SUITE 404, MIDLAND TEXAS 79701 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and t;.P.=ET.!..R~O~HA~W!.!.KlJPwR~O:.<!..P:E:.>R"-T"'IE.,S"-, .... LP,__ ___________ _ 

of 6100 SOUTli YALE AVENUE, SUITE 500. TULSA, OKLAHOMA 74136 

(Give Permanent Address) 

hereinafter called lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto l essee, for 
the sole and only purpose at prospecting and drilling for and producing oil and ga.s, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in CULBERSON AND REEVES County, State of Texas, tcrwit: 

ALL OF SECilON 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, LOCATED IN ABSTRACT 3773, CULBERSON COUNTY AND IN ABSTRACT 
3536, REEVES COUNTY TEXAS, CONTAINING 640 ACRES, MORE OR LESS. 

SEE ATTACHED EXHIBIT "A" FOR ADDmONAL PROVISIONS. 

containing ""64""0'------- acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: EIGHTY THOUSAND QOLLARS AND 00/1~ 

Dollars ($80,000.00 

To the owner of the soil: EIGHTY THOUSAND DOLLARS AND 00/100---

Dollars ($80,QQO.OO ) 

Total bonus consideration: ONE HUNDRED SIXTY JljQUSAND DOLLARS AND 00/100--

Dollars ($16Q,OOO.OO l 

The total bonus consideration paid represents a bonus of TWO THOUSAND DOLLARS AND 00/1 O<C-= 

- - - ------------- Dollars ($2,()()().00 l per acre, on ,.80"------- net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE 131 years from 
this date (herein called "primary termj and as long thereafter as oU and gas. or either of them, is produced In paying quantities from said land. As used 
in this lease, the term "produced in paying quantities• means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pod<et operational expenses for the six months last past. 

3. DELAY RENT~LS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall term.nate. 

unless on or before such anniversary dale lessee shall pay or tender to the owner of the soil or to his credit in the PAY DIRECT TO LESSOR AT THE 

ABQVE AOORESS Bank, at . 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below: in addrtion, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS. a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deterring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be In the following amounts: 

To the owner of the soil: FORTY DOLLARS AND 00/10~­

Dollars ($4~0~.00~--------' 

To the State of Texas: FORTY DOLLARS ANQ 0011 DO---

Dollars ($40.00 ) 

Total Delay Rental: EIGHTY DOLLARS AND 001100---

Dollars ($8,.,0><-QO,.,._ ______ _ ..J 

••• ••• • • • •• • •• • • • • • • • • • • • • • •• • • • • • • • •• • • • • • • • • •• 
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In a hke manner ~nd upon like payments or tenders annually, the commencement of a well may be further deferred for sucoessrve penods of one (1) 
year eaeh during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease, and may be delrvered on or before the rental paying date. If the bank designated in lhrs paragraph (or its successor bank) should 
cease to exisl suspend business. liquidate. fail or be succeeded by another bank. or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to lessee a proper 
recordable Instrument naming another bank as agent to recerve such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in thrs lease to the Commissroner of the General land Offrce of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soil· 

(A) OIL. Royalty payable on oil. whrch is defined as mdudrng all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equrpment, as hereinafter provided, 
shall be 1/4th part of the gross produdion or the marttet value thereof. at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the hrghest posted price, plus premium, if any, offered or pard for oil. condensate. distillate, or other rrquid 
hydrocarbons, respectively, of a like type and gravrty In the general area where produced and when run, or 2) the highest marl<el price thereof offered or 
paid in the general area where produced and when run. or 3) the gross prooeeds of the sale thereof. whichever is the greater. lessee agrees that before 
any ga.s produced from the leased prem1ses 1s sold, used or processed in a plant. it will be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as efficrent. so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waiVed, in wrrting. by the royalty owners upon 
such terms and condrtrons as they prescribe 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above. produced from any well on said larid {except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/.Cth part of the gross production or the marl<et value thereof. at the 
option of the owner of the soil or the Commissioner of the General larid Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross prioe paid or offered to the producer, whichever rs the greater. 
provided that the max1mum pressure base In measuring the gas under th1s lease shall not at any trme exceed 1<4.65 pounds per square rnch absolute. 
and the standard base temperature shall be s1xty (60) degrees Fahrenheit. correction to be made for pressure according to Boyle's law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other lrquid 
hydrocarbons shall be 1/4th part of the residue gas arid the liquid hydrocarbons extraded or the market value thereof. at the option of the owner 
of the sort or the Commissioner of the Generallarid Office. All royalties due herein shall be based on one huridred percent (100%) of the total plant 
production of residue gas at1ributable to gas produced from this lease, and on frfty percent (50°.4), or that percent accru1ng to Lessee, whichever 1s the 
greater, of the total plant produdion of lrqurd hydrocarbons attributable to the gas produced from this tease: 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 frfty percent (SO"A.) or the highest percent accruing to a third party processing gas through such plant under a process1ng 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specrfied in processing agreements or contracts in 
the iridustry), whichever is the greater The respedrve royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price pard or offered for any gas (or l iquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever Is the greater. In no event. however. shall 
the royalties payable under this paragraph be less than the royaHies which wculd have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufadured from gas {except1ng lrqurd 
hydrocarbons) whether said gas be ·casinghead .~ "dry." or any other gas, by fractionating, burning or any other processing shall be 1/4th part of 
I~ gross production of such produds. or the market value thereof. at the option of the owner of the soil or the Commissiorrer of the General land Offrce. 
such marl<et value to be determined as follows· 1) on the basis of the highest market price of each product for the same month in which such produd is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such produds are produced; whichever 1s the 
greater. 

5. MINIMUM ROYALTY. Durrng any year after the expiration of the primary term of this lease, If this lease is marntained by production. the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise, there shall be 
due and payable on or before the last day of the month sucoeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royaHies paid during the preceding year If Paragraph 3 of this tease does not specify a delay rental amounl then for the purposes of this 
paragraph the delay rental amount shall be one dollar ($1 00) per acre. 

6. ROYALTY IN KIND. Notw1thstand1ng any other prov1s10n in th1s lease. at any time or from hme to time, the owner of the SOli or the 
Commissioner of the General land Office may, at the option of either. upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commiss1oner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the CommiSsioner of the General land Offrce's nghts 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all roya1t1es accruing under th1s lease (rncluding those paid in kind) shall be WTthout deductiOn tor 
the cost of producrng, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil. gas and 
other products hereunder ready for sale or use lessee agrees to compute and pay royalties on the gross value received, ind uding any reimbursements 
for severance taxes and production related costs 

8. 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. Notwithstanding any other provision of this lease, and subjed to the wntten consent of 
the owner of the soil and the Commissroner of the General land Office, lessee may recycle gas for gas lift purposes on the leased premises or for 
in1ect1on into any oil or gas producing formation undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed. 
no royaltres shall be payable on the recycled gas until it is produced arid sold or used by lessee 1n a manner which entitles the royalty owners to a 
royalty under th1s lease 

9. ROYAlTY PAYMENTS AND REPORTS. All royallres not taken in kind shall be pard to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner 

Payment of royalty on produdion of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
Is due arid must be received In the General land Office on or before the Slh day of the second month succeeding the month of produd iOn, and royalty 
on gas IS due and must be received in the General land Offroe on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner. manager or other authorized agent. completed in the form and manner prescribed 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 reports confirming the gross produdion, disposition and market value including gas meter readings, pipeline recetpts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines. tanks. or pools and gas lines or gas storage. and any other reports or records 
Wh1ch the General land Office may require to verify the gross production, disposition and marl<et value. In all cases the authority of a manager or agent 
to ad for the Lessee herein must be filed in the General land Otrroe. Each royalty payment shall be accompanied by a check stub, schedule. summary 
or other remittance advice showing 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 thirty {30) days alter 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 thirty {30) days late shall accrue a penalty of 10% 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 rnterest wtll begin to accrue 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 effedrve on the date when the affidavits or supporting documents were due. The lessee shall bear all responsibility for paying or causrng 
royalties to be pard as prescribed by the due date provided herein. Payment of the delinquency penalty shan in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpOne the date on which royalties were originally due. The above Jl,8(!1~JiffW(I!~E>fil)( not app.!Y. in 
cases of title d ispute as to the State's portion of the royalty or to that portron of the royalty in d ispute as to~~'E'~~L OF THE COUNTY cLERK 
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· 10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furn1sh the CommiSSioner of th~ General Land OffiCe 
with its best possible estimate of oil and gas reserves under1ying this lease or allocable to this lease and shall fum1sh sa1d Commess1oner w1th cop1es of 

· all contracts under which gas is sold or processed and all subseQuent agreements and amendments to such contracts within thirty (JO) days after 
entering into or makmg such contracts, agreements or amendments. Such contracts and agreements when recerved by the General Land OffiCe shall be 
held in confidence by the General land Office unleu othefWISe authorized by Lessee. All other contracts and records perta1ning to the productiOn, 
transportation, sale and mar11eting of the oil and gas produced on said premiSes, including the books and accounts, receipts and discharges of all wells. 
tanks, pools, meters. and p1pelines shall at all tines be subject to inspection and examination by the Commissioner of the General Land OffiCe. the 

Attorney General, the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wntten nottee of all operations on thiS lease shaU be submitted to the CommiSSioner of the General 
Land Office by Lessee or operator five (5) days before spud date. wor11over. re-entry, temporary abarldonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall mclude copies of Railroad Commiss1on forms for appllcat1on to drill Cop1es of well tests. 
completion reports arid plugging reports shall be supplied to the General Land OffiCe at the time they are filed with the Texas Railroad Comm1ssion All 
appliCations. permits. reports or other fihngs that reference thiS lease or any speCific well on the leased premiSeS and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word 'State' 1n the title. Addrtionally, in accordance With Railroad CommiSSIOn 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other assoc1ated improvements to lhe land must also 
include the word 'State: Lessee shall supply the General Land Office with any records, memoranda, accounts. reports, cutt1ngs and cores. or other 
information relative to the operatiOn or the above-described premises, which may be requested by the General Land OffiCe, 1n addn1on to those here1n 
expressly prov ided for. Lessee shall have an electrical arid/or radioactiVity survey made on the bore-hole section, from the base of the surface cas1ng to 
the total depth of well. of all wells dnlled on the above descnbed premises and shaU transmit a true copy of the log of each survey on each well to the 
General Ulnd Offtce within fifteen (15) days after the makmg of satd survey. 

(C) PEN AL TIES. Les&ee shall Incur a penalty whenever reports. documents or other matenals are not filed in the General Land Office when 
due. The penalty lor late filing shall be set by the General UlriC! Office admimstratiVe rule which is effective on the date when the malenats were due 1n 

the General Larld Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. It, during the primary term hereof and pnor to diSCovery and 
production of oil or gas on said land, Lessee should doll a dry hole or holes thereon, or if dunng the primary term hereof and after the d1scovery and 
actual production of oil Of gas from the leased prem1ses such Pfoduction thereof should cease from any cause. thiS lease shall not lermmate tf on or 
before the expuation of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. It, dunng the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause. 
Leuee's rights shall remain in full force and effect without further operations until the expiration of the prrnary term: and 1! Lessee has not resumed 
production 1n paying quantities at the expiratiOn of the prrnary term. Lessee may maintain this lease by conductmg additional dnlllng or reworkmg 
operations pursuant to Paragraph 13. using the expiration of the primary tenn as the date of cessation of production urlder Paragraph 13 Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well Within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paymg date following the exp~rat1on of sixty (60) 
days from the date of completion of such shut-in 011 or gas well and upon the failure to make such payment, this lease shall1pso facto termmate. II at the 
exp11ation of the primary tenn or any time thereafter a shut-in oil or gas well is located on the leased prem1ses. payments may be made in accordance 
With the shut-in provisiOns hereof. 

12. DRILU NG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the exptratlon of the pnmary term, neither 011 nor gas 1s be1ng 
produced on said land, but Lessee is then engaged In drilling or reworking operatiOns thereon, thrs lease shall remain 1n force so long as operat1ons on 
said well or for drifting or reworking of any additional welts are proseruted in good faith and in workmanlike manner Without interruptiOns totahng more 
than sixty (60) days during any one such operation. and rf they result in the production of oil and/or gas. so long thereafter as oil and/or gas IS produced 
in paying quantities from said land. or payment of shut-in oil or gas well royalties or compensatory royalties 1s made as provided m th1s lease 

13. CESSATION, DRtWNG, AND REWORKING. If. after the expiration of the pnmary term. product1on of 011 or gas from the leased 
premises, after once obtamed. should cease from any cause. this lease shall not terminate if Lessee commences additional dnlhng or rewof111ng 
operatiOns within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations cont1nue m good 
faith and in wortunanlike manner wrthout Interruptions totaling more than siXty (60) days. It such drilling or rewor1l1ng operat1ons result 1n the production 
of 011 or gas, the lease shaii1'81Tl81n in full force and effect for so long as oil or gas is produced from the leased prem1ses 1n pay1ng quantrt1es or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties Is made as provided here1n or as provided by law It the dnlling or reworking 
operations result in the completion of a well as a dry hole. the lease wia not terminate rf the Lessee commences additional dnllmg or rewor11rng 
operations within siXty (60) days after the completion of the well as a dry hole, and thiS lease shall remain in effect so long as Lessee continues dnlling or 
reworking opera lions in good faith and in a wor11manlike manner without interruptions totaling more than sixty (60) days. Lessee shall g rve wntten not1ce 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT -tN ROYAL TIES. For purposes of thiS paragraph, "well" means any well that has been ass1gned a well number by the state agency 
ha~mg jurisdiCtion over the production of oil and gas. If, at any time after the exptration of the primary term of a lease that, until be1ng shut in, was bemg 
mamtained in force and effect. a weU capable of produCing oil or gas in paying quanti1tes is located on the leased prem1ses. but orl or gas es not be1ng 
produced for tack of sunable production facilities or lack of a suitable market, then Lessee may pay as a shut-m 011 or gas royalty an amount equal to 
double the annual rental provided 1n the lease. but not less than $1 .200 a year for each well capable of producmg 011 or gas m paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for lhe purposes of this paragraph, the delay rental amount shall be one dollar 
($UJO) per aae To be effective. each milia! shut-in oil or gas royalty must be paid on or before· (1) the exptration of the pnmary term. (2) 60 days after 
the Lessee ceases to Pfoduce oil or gas from the leased premises. or (3) 60 days after Lessee completes a dnlling or rewor11mg operation m accordance 
with the lease provisions: whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Offrce and one­
half (1n) to the owner of the so1t. If the shut-in oil or gas royalty is paid. the lease shall be considered to be a producing lease and the payment shall 
extend the tenn of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in wh1ch 
production ceased, and, after that, if no suitable product1on facilities or suitable mar11et for the oil or gas ex1sts. Lessee may extend the lease for four 
more successrve penods of one (1) year by paying the same amount each year on or before the expiration of each shut-1n year 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept In effect by payment of the shut-in o il or gas royalty. 011 or gas 1S 
sold and delivered in paying quantrties from a well located w~hin one thousand (1.000) feet of the leased premises and completed 1n the same producmg 
reSIIIVou, or in any case In which drainage is OCOJrring. the nght to continue to maintain the lease by pay1ng the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder or the year for which the royalty has been patd. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the mar11et value of production from the well causmg 
the drainage or which is completed in the same producing reservoir and Within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-naif (1n) to the Commissioner of the General Land Office and one-half (In) to the owner of the so1i, beg1nning on or 
before the last day of the month following the month in whtch the 011 or gas is produced from the well causmg the drainage or that 1s completed 1n the 
same producing reservoir arid located within one thousand (1 .000) feet of the leased premises. If the compensatory royally paid In any 12-month period 
1s an amount less than the annual shut-In oil or gas royally. Lessee shall pay an amount equal to the difference Within thirty (30) days from the end of the 
12-momh period. Compensatory royalty payments which are not trmely paid wtll accrve penalty and interest in accordance w1th Paragraph 9 of th1s 
lease. None of these provisions will relieve Lessee of the obligatiOn of reasonable development nor the obligation to dnll offset wells as provided 1n 
Texas Natural Resources Code 52.173: however. at the determinatJon of the Commissioner, and With the Commissioner's written approval. the payment 
of compensatory royalties can satiSfy the obhgauon to d rill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provi.sion of this lease to the contrary. after a well producing or capable of producmg 011 or 
gas has been completed on the leased premises. Lessee shall exercise the d1hgence of a reasonably prudent operator '" dnlling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in mar11eting the product1on thereon 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the exp1rat1on date of the pnmary or extended term 11 shall then 
term1nate as to all of the leased premiSeS, EXCEPT (f) 40 aaes surroundmg each 011 well capable of produong m pay1ng quantrttes and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-1n oil or gas well as provided 1n Paragraph 14 hereof). or a well 
upon which Lessee 11 then engaged in continuous drilling or rewor11ing operations. or (2) the number of acres inci!J.9.fZt •• nJ,..lJ...IllAduclng pooled unit 
pursuant to Texas N01tural Resources Code 52.151-52154. or (3) such greater or lesser number of acresA~CiiSY'Wi~4>e-~ted.JorJlrodu~'on 
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purposes to a pro.ration unit for each such produc1ng well under the rules and regulations of the Railroad Comm1sS1on of Texas. or any successor 
agency; or other governmental authority having jurisdiction If al any lime after the effective date of the partial termmation proviSions hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
product1on purposes. th1s lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the terminat1on of this lease as to a port1on of the lands covered hereby, Lessee shall nevertheless continue to have the righl of 1ngress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other ex1sting facil~ies on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"). for 
access lo and from the retamed lands and for the gathering or transportation of oil. gas and other mmerals produced from the retained lands 

(B) HORIZONTAL. In the event tll1s lease ISm force and effect two (2) years after the expiratiOn date of the primary or extended term rt shall 
further lermmate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") 1n each well located on acreage reta1ned 10 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term lessee pays an amount equal to one-half (112) of the 
bonus ongmally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths. and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantifies from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retamed hereunder as to each well shall, as nearly as practical, be m the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office Wdhin 
thirty (30) days afler partial term1nation of this lease as provided herem. Lessee shall execute and record a release or releases containing a satisfactory 
legal descnption of the acreage and/or depths not retained hereunder The recorded release. or a certified copy of same, shall be filed 1n the General 
land Office, acx:ompan1ed by the fil ing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after be10g requested to do so by the General Land OffiCe, then the 
Commissioner at his sole diScretion may destgnate by written instrument the acreage and/or depths to be released hereunder and record such 
1nstrument at Lessee's expense 1n the county or counties where the lease is located and in the otrJCial records of the General Land OffiCe and such 
designation shall be bind1ng upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royaltie·s paid, or to be paid, under this lease shall rel~eve Lessee of his obligation 
to protect the 011 and gas under the abolle-(jescnbed land from being drained Lessee, sublessee. receiver or other agent in control of the leased 
premises shall dnll as many wells as the fads may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addrtion, rf 011 and/or gas should be produced in commercial quantities within 1,000 feet of !.he leased premiSes, 
or m any case where the leased premises IS be1ng drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased prem1ses shallm good farth begin the drill10g of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling W1th diligence. 
Fa11ure to satisfy the statutory offset obligatiOn may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the CommiSSIOner of the General Land Office and ~h his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under thrs paragraph 

18. FORCE MAJEURE. If, after a good fa1th effort, Lessee rs prevented from complying W1th any express or implied covenant of this lease. 
from conducting drillmg operations on the leased premises, or from producing oil or gas from the leased premises by reason of war. rebellion, ri01S. 
strikes. ads of God, or any valid order, rule or regulation of government authority. then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
eldended while lessee is prevented, by any such cause, from conducting drilling and rewori<ing operations or from producing oil or gas from the leased 
premises However. nothing 1n thiS paragraph shall suspend the payment of delay rentals m order to maintain this lease in effect during the primary term 
10 the absence of such dnlhng or rewori<ing operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the sod warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased prem1ses by paying any mortgage, 
taxes or other hens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from lhe rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate 10 the above 
descnbed land, whether or not Lessee's interest IS specified herein, then the roya1!1es and rental herein provided to be paid to the owner of the sotl shall 
be paid to him In the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Offtce of the State of Texas shall be likewise proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Otrtce, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement wh1ch explains the discrepancy between the 1nterest purportedly leased under this lease and the adual interest 
owned by the owner of the SOli. The CommiSSIOner of the General Land Office shall be paid the value of the whole productton allocable to any und1vlded 
mterest not covered by a lease, less the proport1onate development and production cost allocable to such undivided interest However. 1n no event shall 
the Commrss1oner of the General Land Office receive as a royalty on the gross product1on allocable to the undiVided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included ~hin the boundanes 
of a pooled unit that has been approved by the School Land Board and the CYWner of the soil in accordance with Natural Resources Code Sect1ons 
52.151-52 154. or if, at any time after the expiration of the prinary term or the extended term, thiS lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherw~se severed, so that payments determined on a per acre bas1s under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unit. or. if after the expiration of the pnmary term, the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the nght to use water produced on saKI land necessary for operations under thiS lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or 1rrigat10n purposes 
for waterllood operations without the prior consent of the owner of the sod 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by ~s operations to all personal property, 
1mprovements. livestock and crops on said land. 

23. PtPEUNE DEPTH. When requested by the owner of the soil, Lessee shall bury Its p1pelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dulled nearer than two hundred (200) feet to any house or bam now on said premtses wrthout 
the wnnen consent of the owner of the soil 

25. POLLUTION. In developmg this area. Lessee shall use the htghest degree of care and all proper safeguards to prevent pollution. Without 
lim~ing the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of contamment 
facilities sutfiCJen! 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 responsible for all damage to public and pnvate propert~es. Lessee shall bUild and 
mamtam fences around its slush, sump. and drainage pits and tank baneries 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 dolling site of all rubbish 
thereon Lessee shall, while conducting operations on the leased prem1ses, keep said premises free of all rubbish, cans, bot11es, paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to as near ~s original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

28. REMOVAL OF EQUIPMENT. Subject to limitations m !h1s paragraph, Lessee shall have the rtghl to remove mactunery and fixi\Jres placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred 1\Yenty (120) days after the exp1ration or the 
terminahon of thiS lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not re & casing from 
any well capable of producing 011 and gas in paying quantities. Additionally, Lessee may not draw and remove casi(lg (i)liiiRiil!~ da ?U,ee:RK 
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· rr. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the r1ghts and estates of e1ther 
party to this lease may be assigned, in whole or 1n part, and the provisions of thiS lease shall extend to and be binding upon their he1rs. dev1sees. legal 
representatives, successors and assigns. However, a change or divisiOn in ownership of the land, rentals. or royanies w1ll not enlarge the obligations of 
l...e$see, diminish the rights, privileges and estates of U!ssee, impair the effectiveness of any payment made by Lessee or impa1r the effectiveness of any 
act perfonned by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose unhl th1rty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee wrth satisfactory written evidence of the change 
in ownership, including the orig111al recorded muniments of tllle (or a certified copy of such anginal) when the ownership changed because of a 
conveyance. A total or partial assignment of tl\ia.Jease...sball, t.o the extent of the Interest assigned, re l~eve and discharge l essee of all subsequent 
obligations under this lease. If this lease is assigned in its enbrety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more af them to pay his share of the rental shall not affect 
thiS lease on the part of the land upon which pro rata rentals are timely pa1d or tendered, however, if the ass1gnor or assignee does not file a certified 
copy at such assignment In the General Land OffiCe before the next rental paying dale, the entire lease shall terminate for failure to pay the ent1re rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabihhes, and penalt~es owed to the State by the 
orig1nallessee or any prior assignee of the lease. induding any liabilities to the State for unpaid royan~es. 

(B) ASSIGNMENT UMITATION. Notwithstanding any prov1sion in Paragraph 27(a), if the owner of the soil acqUIIes thiS lease m whole or 1n 
part by assignment without the p rior written approval of the Commissioner of lhe General Land Office, this lease IS void as af the hme of ass~gnment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as It rt were made to the owner of the so11 1f the 
assignee is: 

(1) a nominee ofthe owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a prinopal stockholder or is an employee of such a corporation or subsid1ary, 
(3) a partnershiP 1n which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of lhe sot!; 
(6) a fiduciary for the owner of the soil; includ ing but not l imited to a guardian, trustee, executor, admmrstrator, recerver, or conservator for the 
owner of the soli; or 
(7) a family member of the owner of the soil or related to the owner of the so1l by marriage. blood, or adoption 

2S. RELEASES. Under the cond~ions contained in this paragraph and Paragraph 29, Lessee may at any ume execute and deliver to the 
owner of the soli and place af record a release or releases covering any portiOn or portions of the leased prem1ses, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of th1s lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
mmediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrved under th1s lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease IS ass1gned or released, such assrgnment or release must be 
recorded in the county where the land Is situated, and the recorded Instrument, or a copy of the recorded Instrument certified by the County Cleric of the 
county in which the instrument is recorded, must be filed in the General Land OffiCe Within 90 days of the last execullon date accompan1ed by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of lhe 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisiOns pertaining to the lease of the above-<lescnbed land have been 1nctuded 1n th1s mstrument. 
including the statement of the true consideration to be paid for the execution af this lease and the rights and duties of the parties Any collateral 
agreements concemmg the development of oil and gas from the leased premises which are not contained in th1s tease render th1s lease 111vahd 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fidudary duty and must fully d1sdose any facts affecting the State's mterest 1n 
the leased premiSes. When the interests of the owner of the soil connict with those of the State, the owner of the soil 1s obligated to put the State's 
1nterests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum wit.h•n thirty days after rt becomes due, or if Lessee or an 
authorized agent should knowingly make any false retum or false report concerning production or drilling, or If Lessee shall fa1l or refuse to dnll any 
offset well or wells in good farth as reqwed by law and the rules and regulations adopted by the Commissioner of the General Land Office. or rf Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulatiofiS promulgated by the General Land Office, the School 
Land Board, or the Railroad Comrmssion. or if Lessee should refuse the proper authority access to the records perta1ning to operations. or If Lessee or 
an authorized agent should knowingly faH or refuse to give correct lnformallon to the proper authority, or knowingly fail or refuse to furn1sh the General 
Lanid Office a correct log of any well, or if Lessee shall knOWingly violate any of the material provisions of this lease, or rf this lease IS ass~gned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shan fOffeit same when sufficiently informed of the facts which authorize a forfeiture. and when lorf811ed the area shall aga1n be 
subject to lease under the terms of the Rellnquistvnent Act. However, nothing herein shall be construed as waiving the automatiC termmauon of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relatiVe hereto 

33. L IEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all 011 and gas produced from the 
area covered by this lease to seaJre payment of all unpaid royalty and other sums af money that may become due under th1s lease By acceptance of 
this lease, Lessee grants the State, in addrtion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen. an 
express contractual lien on and security interest '" all leased minerals in and extracted from the leased premises, aU proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a lhird party, and all fixtures on and mprovements to the 
leased premises used in connection with the production or processing of such leased minerals 1n order to secure the payment of all royalties or other 
amount3 due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or impr~ed . This lien and security interest may be foredosed wrth or wrthout court proceedmgs 1n 
the manner provided in the rrtle 1, Chap g of the Texas Busmess and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execut.e and record such instruments as may be reasonably necessary to adtnowledge, attach or perfect this hen. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activ~ies upon the above-described property or from Lessee's acqu1S1Uon of th1s lease 
Should the CommiSSIOner at any lime determme that this representation 1s not true, then the CommiSsioner may dedare this tease forf81ted as provided 
herem. 

3-4. POOUNG. Lessee is hereby granted the nght to pool or unrtize the royalty interest of the owner of the soil under th1s lease with any other 
leasehold or mineral interest for the exploration, development and productiOn of 011 or gas or erther of them upon the same terms as shall be approved 
by the School land Board and the Commissioner of the General Land Office for the pooling or unrtizing of the interest o f the State under thrs lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusiOn of this provis1on 1n this lease satisfies the 
execution reqUirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and d ischarges the State of Texas and the owner of the soil, their officers. employees. partners, 
agent3. contractors, subcontractors, guests. Invitees. and their respective successors and assigfiS, of and from all and any actiOns and causes of action 
of every nature, or other harm, includifiQ environmental harm, for which recovery of damages 15 sought. induding, but not limited to, all losses and 
expenses whiCh are caused by the activ11JeS of Lessee, ItS officers. employees, and agents arising out of, InCidental to, or resullrng from. the operations 
of or lor Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or prov1s10ns of thiS 
Agreement, or by any other negligent or strictly liable act or omission of lessee. Further, Lessee hereby agrees to be liable lor, exonerate, mdemnrfy, 
defend and hold harmless the State of Texas and the owner of the soil. the1r off10ers. employees and agents, their successors or ass~gns , against any 
and all cla1ms, liabihties, losse$, damages, actions, personal injury (including death). costs anid expenses, or other harm lor wh1ch recovery of damages 
IS sought, under any theory indud1ng tort, contract, or strict liability, including attorneys' fees and other legal expenses. 1nd udmg those related to 
enwonmental hazards, on the leased premises or In any way related to Lessee's failure to comply With any and all environmental taws, those afiSmg 
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fTom or in any way related to Lessee's operations or any other of Lessee's activities on the leased premiSes; tho~~ ~vuse of the 
surfa<:e af the leased premises; and those that may arise out of or be occasioned by Lessee's breach~ of the ii!Jl rqJ~.~~opeef AA~PJ~i1:RK 
or any other act or omission of Lessee, its directors. officers, employees. partners. agents, cdllt re Jbffs~ .' ll1" 11"8e's, and the11 

ATIEST: -
LINDA McDONALD, COUNTY CLERK 
CUL~~SON COUNTY, TEXAS 

Bv/ld 1 rl .G\ )~~D!PUTY 
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respect1ve successors and assigns. Each ass1gnee of th1s Agreement. or an mterest therein, agrees to be liable for. exonerate, indemmly, defend and 
hold hannless the Stale of Texas and the owner of the soil. their offacers, employees. and agents an the same manner provided above in connection wrth 
the act1v1ties of Lessee. Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREJN, AL L OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAU BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDtnONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE. JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS, Lessee shall use the haghest degree of care and all reasonable safeguards to prevent contaminatiOn or 
polluhon of any environmental medium. including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental med1um in, on, or under. the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or penn It to remam on \ 

1 
the leased prem1ses any asbestos containang materials, explosives, toxic materials, or substances regulated as hazaroous wastes, hazaroous matenals. '<t 
hazardous substances (as the tenn "Hazardous Substance· is defined in the Comprehensive Envaronmental Response, CompensatiOn and liability Ad 0 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or tox1c substances under any federal, state. or local law or regulation ("Hazardous Matenals"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantrttes. L 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILtnES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION OF THE FOREGOING PROHIBtnON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHAL L CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is 1ssued under the provisiOns of Texas Natural Resources Code 52.171 through 52 190, commonty 
known as the Relinquishment Ad, and other applicable statutes and amendments thereto, and if any provision in th1s lease does not confonn to these 
statutes. the statutes w111 prevail over any nonconfonning tease provisions. 

38. EXECUTION. This od and gas lease must be s1gned and acknowledged by the Lessee before it 15 filed of record in the county records and 
1n the General Land Offace of the Slate of Texas. Once the fihng reqwrements found in Paragraph 39 of th1s lease have been satisfied, the effect1ve date 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record tn the offiCe of the 
County Clertt in any county in which all or any part of the leased premises is located. and certified copies thereof must be filed 1n the General Land 
Office. This lease is not effective until a certified copy of th1s lease (which is made and certified by the County Clertt from his records} 1s filed in the 
General Land Office in accordance With Texas Natural Resources Code 52.183. Additionally, this lease shall not be bmding upon the Stale unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnbed filing fee shall 
accompany such certrfted copy to the General Land Office 

IN WITNESS WHEREOF, this tnstrument is executed on the date first above written. 

LESSEE. PETROHAWK PROPERTIES, LP 

BY· P·H ENERGY, LLC. ITS GENERAL PARTNER 

w .52:'"'' 
Title· Vice-President Land 

Dale: J Z/t2 J J J 

STATE OF TEXAS 

~ •'>--'»>!5-~9$) 
BY: ROBERT E. LANDRETH. 
as a~ent for the State of Texas 

Date t~ \ l. \ 2cr\\ 
I I 

••• • • • • • • 

••• • • • • •• • 

• •• • •• • • • • • • • • • • • •• • • • • • • • • •• 

STATE OF TEXAS 

~ 1~~ Q b4wJ--
BY DONNA P LANDRETH. 
as agent for the State of Texas 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEOGMENn 

COUNTY OF TULSA 

BEFORE ME, the undersigned authonty, on this day personally appeared ..,D,_,_R,_,De""-'ffe...,n..,b"'a""ug..,_h,__ _____________ _ _ 

known to me to be the person whose name is subscnbed to the forego1ng mstruments as .!.V!>Cice~PJ..'ire~s..,.ld"'-en'lli...:·..,L""and""--------------

of P-H Energy. LLC. general partner of Petrohawl< Properties LP a Texas limrted oartnership and acknowledged to me that he 

executed the same for the purposes and consideration !herem expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of office lhiS the I zl~ day of ,Decc m be r ' 20.U 

STATEOF~ 
COUNTY OF~-~-'-_..,LA.......,L.IOoOI----

rJttL~ 
Notary Public in and for _...~,Q~.._a-'-1-b--~h'-L::O~fYYA"-J....o.---

(INDIVIDUAL ACKNOWLEDGMENn 

BEFORE ME, the undersigned authority, on thiS day personally appeared Rober1 E Landreth and Donna p Landreth 

\I ... 

0 

0 

2 
0 

known to me to be the persons whose names are subscribed to the foregomg mstrument. and acknowledged to me that they executed the same for the P 
purposes and consideration therein expressed 

Given under my hand and seal of office th1s the~ day of December , 2011 

"'"~Q~*ss~ -·•~ ... _.,~t~.-· 

, .-·: ;_ '-c T <.Ji.MY KENNEDY 
l ... I 1 • I '(, f.!OT J\RY PUBLIC 
!. 1 \ 'j}._. . f " T •i TE OF TEXAS 
,l o· ··-:-- - ' \ - '\ I 'b,,_ : . - -· I· ,. : (,... ,~~ 12115-20 
..-o-··...,~ .... •'U"'I,.._..,._...,.._ __ ..:.,t. 

·~ . ••• • • • •• • •• • • • • • • • .. • • • ~ .. •• . . • • • . .. • • • • ... . 
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EXHIBIT "A" 

THIS ADDENDUM IS HEREBY MADE TO THAT CERTAIN OIL AND GAS LEASE DATED 
NOVEMBER 28TH, 2011 , BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH 
ITS AGENT, ROBERT E. LANDRErH AND DONNA P. LANDRETH, HUSBAND AND WIFE, AS V 
LESSOR AND PETROHAWK PROPERTIES, LP, AS LESSEE. 0 

PROPERTY DESCRIPTION 

ALL OF SECnON 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY. LOCATED IN ABSTRACT 3773, 
CULBERSON COUNTY AND IN ABSTRACT 3536, REEVES COUNTY TEXAS. CONTAINING 640 ACRES, 
MORE OR LESS. 

ADDITIONAL TERMS AND PROVISIONS: 

NOTWITHSTANDING ANYTHING CONTAINED HEREIN TO THE CONTRARY, the following provisions 
shall apply as an ADDENDUM to the foregoing, Oil. Gas, and Mineral Lease, and shall be in force and effect as 
a part of said lease. 

I . The provisions of paragraphs 14 and 15 notwithstanding, the payment of shut-in or compensatory 
royalties shall not be permitted to extend this lease for more than two years after the expiration of the 
primary term. 

2. Lessee shall also furnish the same information as set out in Paragraph 10 (B) in the same manner to the 
owner of the soiL 

3. Paragraph 16 shall be replaced as follows: 

Paragraph 16. (A) VERTICAL. In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term this lease shall then terminate as to all of the leased 
premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (irtcluding shut-in oil or 
gas well as provided in Paragraph 14 hereof). or a well upon which Lessee is then engaged in continuous 
drilling or reworking operations, or (2) the number of acres included in producing pooled unit pursuant to 
Texas Natural Resources Code 52.151 -52.154, or (3) such greater or lesser number of acres as may then 
be allocated for production purposes to a portion unit for each such producing well under the rules and 
regulations of the Railroad Commission of Texas, or any successor agency. or other governmental 
authority having jurisdiction. If at any time after the effective date of the partial termination provisions 
hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that 
less acreage is thereafter allocated or permitted to be allocated to said well or wells for production 
purposes, this lease shall thereupon terminate as to all acreage except the minimum acreage allocable to 
said well or wells for production purposes. Notwithstanding the termination of this lease as to a portion of 
the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress to and egress 
from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with 
easements and rights-of-way for existing roads, existing pipelines and other existing facilities on, over and 
across all the lands described in Paragraph 1 hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas. and other minerals produced from the 
retained lands. 

Paragraph 16. (B) HORIZONAL. In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term it shall further terminate as to all depths below 1 00 feet 
below the total vertical depth drilled (hereinafter "deeper depths") in each well located on acreage 
retained in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-halt (1/2) of the bonus originally paid as oonsideration for this lease 
(as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such 
deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long 
thereafter as oil and gas is produced in paying quantities from such deeper depths covered by this lease. 

4. Paragraph 19 shall be replaced as follows: 

Paragraph 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the 
leased premises by, through, and under the owner of the soil, but not otherwise. If the owner of the soil 
defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of 
the soil in the leased premises by paying any mortgage, taxes or other liens on the leased premises. If 
Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

Lessor Initials: \'.PL 
<?~'---
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5. Paragraph 26 shall be replaced as follows: 

Paragraph 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have 
the right and obligation to remove machinery and fixtures placed by Lessee on the leased premises, 
including the right to draw and remove casing, within one hundred twenty (120) days after the expiratton 
or the termination of this lease unless the owners of the soil grants Lessee an extension of this 120-day 
period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying 
quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice 
to the Commissioner of the General Land Office and to the owners of the soil. The owners of the soil at 
their option shall become the owners' of any machinery, fixtures or casing which is not timely removed by 
Lessee under the terms of this paragraph. If the owners of the soil do not exercise said option Lessee 
shall retain the responsibility and liability for moving said equipment. 

6. Paragraph 27 shall be replaced as follows: 

Paragraph 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 
of this lease, the rights and estate of either party to this lease may be assigned, in whole or in part, and 
the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, 
or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of 
Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act 
performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind 
Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs. devisees, legal 
representatives or assigns) furnishes the Lessee with the satisfactory written evidence of the change in 
ownership, including the original recorded muniments of title (or certified copy of such original) when the 
ownership changed because of a conveyance. If this lease is assigned in its entirety as to only part of the 
acreage, the right and option to pay rentals shall be apportioned as between the several owners ratably, 
according to the area of each, and failure by one or more of them to pay his share of the rental shall not 
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, 
if the assignor or assignee does not file a certified copy of such assignment in the General Land Office 
before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, 
and penalties owed to the State by the original lessee or any prior assignee of the lease, including any 
liabilities to the State for unpaid royalties. 

7. There is reserved, to the owner of the soil herein , rights to the abandoned wellbore in the Southeast 
Quarter of the Southeast Quarter (SE/4 of SE/4) of Section 3, Block 45 for purposes and rights associated 
with the surface estate. 

L essor lnitials:'hJ?i. . 
Page 2 of2 
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THE STATE OF TEXAS 

COUNTY OF CULBERSON I, Linda McDonald, Clerk of the County Court in ancl 

for f~Ji.-ct._.Cot-unty and~~: do hereby certify that the foregoing is a true and 

corfict e1>'Pf of O:Y&!!d LJ, .J ::ic.&dated A/o-.:m /...,~ .2f= 
~filed fo~ record In my office thi;;.i Jill day oi .. A::..t;~•1.~:.2:u..Lt~-----
r;2o?J at / J:5 f .M. under Clerk's File No. /})'Lit!_ to be 

recorded in the Ol 
0
J n d I );. ..Y Records of Culberson County. 

Texas. 

• ••• • • • • • • •• • • • •• •• • 
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DocH 9&~0~~!.78 4 
MPaaes !9 MH:uaues 8 

V27/2BI2 1 : !~ : 33 P'~ 
Flied & Recorded 1r 
Of heal Puohc Re~~l'il' of 
CoontY and D1str1ct Cler~ 
lJ nda llcDon.ld 
Fees 46.•1L 

State of Texas 
County of (Jl ber:on 

I hereby cerh h ~n, s :nstrlltlent »as f"llEll O" 
the date and at the hee stuoed ~.ereo.J bv e 
and was duly Rt CORDED 1n tne VOL ~nd 
Paoe __ . of the Ofhctal PubhcRecol'il~ o 
Culberson Counb. Texas on : 

CERl1F1EO TRUE AND CORRECT COPY CERl1FlCATE 
STATE OF TEXAS 
COUtrrY OF REEVES 
Tho aboYt and loregoing 1o o hAl. uue and caroct phOtogoaphiC copy 01 ~ 
ongonal•~ now ., my llw'IA OJOIOdy ond poosessoon. u 1110 ~u 
llodrea>rded "'b piAlk racarOs oi my olfJCt. bn!"' VOL -'--" 
PAGE.z:l!L.lliRIJ 242 OFFICIAL PUBUC 

~ lhtreby~~ 04/21Ll:L 

-e~ QIIJINEO. FlOREZ,CDUtiTYCL.ERK 
• ~' REEVES COUNTY,~ 
• . ll alJ~ILA ~ DEPUTY 
• 
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Notice of Confl~lity Rights: If you are a natural person, you may remove or .trike W~Y of theliiDWiifi ~,..~~'"instrument 
before n Is filed for record In the public records: your social security number or your driver's lictllla~ 

Genenl L8nd Ofllce 
· R.,lnqulshment Act I.e .. Fonn 
Rev!Mct, SeptMnber 19t7 

~ustin, \!rexas 

OIL AND GAS LEASE 

n~~8Ri~~oRo 
REEVES Clllf'" fY, i t:.XJ\S 

J;;n 18, 2012 <-1 tJ1·.11 ·0(l PM 

MF' Ill BICG-

THIS AGREEMENT is made and entered into this~ day of ~N .. ov..,.em:::.::obe""'-r ___ _ _..20_11 __ . between the State ofTexas. ading 

by and through its agent, ROBERT E. LANDRETH AND DONNA P, LANDRETH, HUSBAND AND WIFE 

of 110 WEST LOUISIANA AVENUE SU!T£ <404. MIDLAND, TEXAS 79701 

(GiYe Pennanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and !..P..,ET..LR!..l""O"-HA=WK~PLR~O"-P-'=E!.lR..LT!.!:IE""S"". -'=LLP ___________ _ 

of 6100 SOUTli YALE AVENUE. SU!T£ 50Q. TULSA, OKLAHOMA 74136 

(GiYe Permanent Address) 

hereinafter called Lessee 

1. GRANTlNG CLAUSE. For and in consideration of the amounts staled below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease, the State of Texas ading by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other atrudures thereon, to produce. save, take care of, treat and transport said produds of the lease. the following lands 
situated in CULBERSON AND REEVES County, State of Texas. to-wit: 

ALL OF SECTION 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, LOCATED IN ABSTRACT 3773, CULBERSON COUNTY AND IN ABSTRACT 
3536. REEVES COUNTY TEXAS, CONTAINING 640 ACRES, MORE OR LESS. 

SEE ATTACHED EXHIBIT "A" FOR ADDITIONAL PROVISIONS. 

containing >.!:64:1>0'------- acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: EIGHTY THOUSAND DOLLARS AND 00/1 00 

Dollars ($80,QQQ.OO ) 

To the owner of the soil: EIGHTY THOUSAND DOLLARS AND OQ/1 00---

Dollars ($80.000.00 ) 

Total bonus consideration: ONE HUNDRED SIXTY THOUSAND DOLLARS AND 00/100---

Dollars ($160,000.00 l 

The total bonus consideration paid represents a bonus of TWO THOUSAND OOLLABS AND 00/10!C== 

------------- - - - Dollars ($2,000.00 l per acre. on ,.,SQ.,__ _____ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE (31 years from 
this date (herein called "primary tenn1 and as long thereafter as oil and gas, or either of them, is produced In paying quantities from said land. As used 
in this lease, the term "produced in paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pod<et operational expenses for the six months last past 

3, DELAY RENT~. If no well is commenced on the leased premises on or before one (1) year from this date. this tease shall terminate. 

unless on or before such anniversary date Lessee shaU pay or lender to the owner of the sotl or to hiS credit tn the PAY DIRECT TO LESSOR AT THE 

ABOVE AOORESS Bank, at ~.,..--~--..,-..,---......,....,-.,..-..,...,.-..,-.,.-------:=--:--,-~-..,-.,.--· 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; In addition, 
lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS. a like sum on 
or before uid date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: FORTY DOLLARS AND 00/100 

Dollars ($40.00 ) 

To the State of Texas: FORTY OOUARS AND QQ/1 !W= / 

Dollars ($40.00 ) 

Total Delay Rental: EIGHTY DOLLARS AND 00/100-

Dollars ($80 00 ) 
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In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year ecn:h during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the ren1al paying date. If the bank designated in this paragraph (or its successor bank) should 

· oease to exist. suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commission,-· of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: , 

(A) OIL Royalty payable on oil, which is defined as induding all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1 14th part of the gross production or the mar1tet value thereof, at the optiOn of the owner of the soil or the Commissioner of the General 
Land Office. 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 marltet price thereof offered or 
paid in the general area where produced and when run. or 3) the gross prooeeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold , used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSE.D GAS. Royalty on any gas (including flared gas), 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 with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4th part of the gross production or the mar1tet value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest mar1tet price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater. 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4th part of the residue gas and the liquid hydrocarbons extracted or the marltet value thereof, at the option of the owner 
of the soil or the CorMlissioner of the General Land Office. Afl royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on frfty percent (50%), or that percent accruing to Lessee, whichever is the 
greater. of the total plant production of liquid hydrocarbons attributable 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 highest percent accruing to a third party processing ga.s through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts In 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shalf be determined by 1) the highest mar1tet 
price paid or offered for any gas (or l iquid hydrocarbons) of comparable quality in the general area, o r 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. 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 o r any other processing shalf be 1/4th part of 
th~ gross production of such products, or the mar1tet value thereof, at the option of the owner of the soil or the Commissioner of the General Land OffiCe, 
such marltet value to be determined as follows: 1) on the basis of the highest mar1tet price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph , the delay rental amount shall be one dollar ($1 .00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
land Office's right to take itS royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OffiCe's rights 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, proceMing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. 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. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Offtee, Lessee may recycle gas for gas l ift purposes on the leased premises or for 
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, TelCas, In the following rn!lnner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. 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 Offtce on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the mar1tet value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and mar1tet value including gas meter readings, pipeline receipts, gas fine receipts and 
other checks or memoranda of amount produced and put Into pipelines. tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and marltet value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a chedt stub, schedule, summary 
or other remittance advice showing 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 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 royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% 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 to accrue 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 aflidavitS or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeitUre as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair mar1tet value. 
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10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General land OffiCe 
with ita 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 contrac1s under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into Of making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Oflice unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation. sale and mar11eting of the oil and gas produoed on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all tmes be subject to inspection and examination by the Comrmssioner of the General land Office. the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRJLUNG RECORDS. Written notice of all operations on this lease shaU be submitted to the Commissioner of the General 
Land Offioe by Lessee or operator five (5) days before spud date, workover, nH!ntry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notioe to the General Land Offioe shall include copies of Railroad Commission forms for application to drill Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" 1n the title. Additionally, in accordanoe with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State: Lessee shall supply the General land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to 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 total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Oflice within fifteen (15) days after the making of said survey . 

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late fiHng shall be set by the General Land Office administrative rule which Is effective on the date when the materials were due in 
the General Land Office. 

11. DRY HOLEJCESSATION Of PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary tenn hereof and after the discovery and 
actual prodUCtion d oil or gas from the leased prermses such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or oessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shal remain in full foroe and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantlties at the expiration of the pri'nary term, Lessee may maintain this lease by conducting additional dri!Ung or reworking 
operations pursuant to Paragraph 13. using the expiration of the prmary tem1 as the date of oessation of production under Paragraph 13. Should the first 
well or any subsequent -~ drilled on the above described land be completed as a shut~n oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut·in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary tenn or any time thereafter a shut~n oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut·in provisions hereof. 

12. DRJLUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but L.euee is then engaged In drilling or reworidng operations thereon, this lease shall remain in foroe so long as operations on 
said well or for driUing or reworking of any additional welts are prosecuted in good faith and in workmantike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they resul in the production of oil and/or gas, so long therea1ter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas -11 roya~ies or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRJLUNG, AND REWORKING. If, after the expiration of the primary tenn, production of oil or gas from the leased 
premises, after onoe obtained, should cease from any caU$8, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations contmue in good 
faith and in workmanlike manner without intemuptions tolaUng more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease wiU not tenninate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations In good faith and in a workmanlice manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General land Office within thirty (30) days of any cessation of production. 

14. SHUT -IN ROYAL nES. For purposes of this paragraph, "weir means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any line after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect. a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas tS npt being 
produced for ladl of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut~n oil or ga.s royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, {2) 60 days after 
the Lessee oeases to produoe o~ or gas from the leased premises, or (3) 60 days after Lessee completes a dnlling or reworking operation in accordance 
~rill the lease provisions; whichever date is latest. Such payment shall be made one-half (112) to the Commissioner of the General land OffiCe and one­
half (112) to the owner of the soil. If the shut~n oil or ga.s royalty is paid. the lease shall be considered to be a producing lease and the payment shall 
extend the tenn of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production oeased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists. Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYALnES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case In which drainage is OCCllrTing, the right to continue to maintain the lease by paying the shut·in oil or gas royalty shall oease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General land Offioe and one-naif (112) to the owner of the soil. beginning on or 
before the last day of the month following the month in which the oil or gas is produoed from the well causing the drainage or that is completed In the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the differenoe within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions wilt relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the detennination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obf~gation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after ~-II producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably neoessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERnCAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
tenninate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantrties and 320 acres 
surrounding each gas well capable of producing in paying quantities (Including a shut·in oil or gas well as provided in Paragraph 14 hereof). or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154. or (3) such greater or lesser number of acres as may then be allocated for production 
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purpostls to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency; or other governmental authority having jurisdiction If at any time after the effedive date of the partial tefTTlination provisions hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon tefTTlinate as to all acreage not thereafter allocated to said well or weMs for production purposes. 
Notwithstanding the tefTTlination of this lease as to a portion of the lands covered hereby, lessee shaU nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof. together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and aa-oss all the lands described in Paragraph 1 hereof ("the retained lands"), for 
a~s to and from the retained lands and for the gathering or transportation of oil. gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event t~ase is in force and effect two (2) years after the expiration date of the primary or extended tefTTl it shall 
further tefTTlinate as to all depths below 100 feet below the total depth drilled (hereinafter ' deeper depths1 in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended tefTTl l essee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said tefTTlination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease . 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the fofTTl of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General land Office. Within 
thirty (30) days after partial tefTTlination of this lease as provided herein, lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release. or a certifted copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date 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 Offtce, then the 
Commissioner at his sole disa-etion may designate by written instrument the aa-eage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the o1Ticial records of the General land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid, or to be paid. under this lease shall relieve Lessee of his obligation 
to protect the o~ and gas under the above-described land from being drained. lessee. sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee. sublessee, receiver or other agent in control of t.he 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfehure. Only upon the detefTTlination 
of the Commissioner of the General land Office and with his written approval may the payment of compensatory royalty under app~cable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises. or from producing oil or gas from the leased premises by reason of war. rebellion, riots, 
strikes, ads of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while lessee is prevented, by any such cause, from conductlng drilling and reworking operations or from producing o~ or gas from the leased 
premises. However. nothing 1n this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drifting or reworking operations or productlon of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General land OffiCe of the State of Texas shall be likewise proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Of'fiCB, lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole productlon allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest However, in no event shall 
the Commissioner of the General Land OffiCe receive as a royalty on the gross production allocable to the undiVided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross produdion. 

(B) REDUCTION OF PAYMENTS. If, during the primary tefTTl, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52 154, or if, at any trne after the expiration of the primary tefTTl or the extended tefTTl, this lease covers a lesser number of aa-es than the total 
amount described herein, payments that are made on a per aa-e basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments detefTTlined on a per acre basis under the tefTTls of this lease during the primary tefTTl shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary tefTTl, the number of aa-es 
adually retained and covered by this lease. 

21. USE OF WATER. lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however. lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterllood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
improvements, livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 

25. POLLUTlON. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wrthout 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use 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 responsible for all damage to public and private properties. Lessee shan build and 
maintam fences around its slush, sump, 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 level an slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conductlng operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shaH restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

211. REMOVAL OF EQUIPMENT. Subjed to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Addltlonally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall ~e the owner of any machinery, 
fixtures. or casing which are not timely removed by lessee under the tefTTls of this paragraph. 
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ZT. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of erther 
party to this lease may be assigned, in whole or in part. and the provisions of this lease shall extend to and be binding upon their heirs. devisees. legal 

· representatives, suocessors and assigns. However, a change or division in ownership of t.he land, rentals, or royalties will not enlarge the obligations of 
. Lessee, di'ninish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 

ad perfolmed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
In ownership, including the original recorded muniments of ftle (or a certified copy of such original) when the ownership changed because of a 
conYe)'lnce. ~A total or partial .assignrnent of Jhis..lease...sball. to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as be~n the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered: however, if the assignor or assignee does not file a certified 
copy of such assignment In the General Land OffiCe before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, induding any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT UMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or m 
part by assignrnent without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soa is a principal stockholder or is an employee of such a corporation or subsidiary: 
(3) a partnership in which the owner of the soW is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; induding but not limited to a guardian, trustee, executor, administrator. receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. REl£ASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the so~ and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to aa-eage surrendered. If any part of this lease is properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released. such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clei'X of the 
county in which the instn.ment is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, 
including the statement of the true consideration to be paid for the exewtion of this lease and the rights and duties of the parties. Any coUateral 
agreements cor~Ceming the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

31. ADUCtARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any fads affecting the State's interest 1n 
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall faa or refuse to make the payment of any sum within thirty days after il becomes due, or if Lessee or an 
authorized agent should knowingly make any false retum or false 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 the Railroad Comm.,ion, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct infonnation to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shaft fodeit same when sufficiently infonned of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason 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 Commissioner of the General Land Office of Mure compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. · 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to sea~re 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 lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and sea~rity interest in all leased minerals in and extlacted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in orcler to secure the payment of all royalties or other 
amounts due or to beoome due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foredosed with or without court proceedings in 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner 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 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquiSition of this lease. 
Should the CommissiOner at any time determ1ne that this representation is not true, then the Commissioner may dedare this lease forfeited as provided 
herein. 

34. POOUNG. Lessee is hereby granted the nght to pool or unit;.:e the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Cornrnissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the indusion of this provision m this lease satisfies the 
execution requirements stated ln Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soli, their offiCers, employees, partners. 
agents. conlradors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental hann, for which recovery of damages is sought, induding, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee'dreach of any of the tenns or provisions of this 
Agreement, or by any other negligent or strictly liable ad or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all daims, liabilities, losses, damages, actions, personal injury (including death). costs and expenses, or other harm for which recovery of damages 
is sought, under any theory induding tort, contract, or strict liability, including attorneys' fees and other legal expenses, induding those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other ad or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors. guests, invitees, and their 

v 
0 
L 

0 
9 
2 
0 

p 
G 

0 
2 
3 
8 



•• • • • • • •• 
• •••••• • • 

• 
• •• • • • •••• 
•• • • • • • •• 
• 
•••• • •••• 

BOOK ~ 2 0 PAGE 

respective suc:oesSors and assigns. Each assignee of this Agreement. or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with 
the auivities of Lessee, its officers, employees, and agents as described abcve. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HERBN, AU OF 

. THE INDEMNITY OBliGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAll BE WITHOUT LIMITS AND 

. WITHOUT REGARD TO THE CAUSE OR CAUSES THER.EOF (EXCLUDING PRE-EXISTING CONDmONS), STRICT UABIUTY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARD~kLessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium. inCluding soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant .. Lessee shall not bring or pennit to remain on \ 

1 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, '4t 
hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response, Compensation and Uability Ad 0 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. L 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PE.NALTIES, LIABILITlES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBmON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SH.ALL APPLY, BUT IS NOT L.IMITED TO, UASILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRJTTE.N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR A.HY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonty 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in thiS lease does not confonn to these 
statutes, the statutes will prevail over any nonconfonning lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and 
1n the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the offiCe of the 
County Cler11 In any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Cler11 from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE: PETROHAWK PROPERTIES, LP 

BY: P· H ENERGY, LLC, ITS GENERAL PARTNER 

~ .82:'"'' 
Trtle: Vice-President Land 

Date: /2./1'2 J / I 

STATE OF TEXAS 

~ ->->->!5-~ss 
BY: ROBERT E. LANDRETH. 
as a~ent forthe State ofTexas 

Date: \'1. \ ~\ 2et\\ 
\ \ 

STATE OF TEXAS 

~~~~ Q b4u:rJ-
BY: DONNA P. LANDRETH, 
as agent for the State of Texas 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENn 

COUNTY OF TULSA 

BEFORE ME, the undersigned authority, on this day personally appeared ,.,D .... R...,.._,De"""ffe,.n.,b..,.a..,.u,.gh,._ ______________ _ _ 

known to me to be the person whose name is subscribed to the foregoing instruments as _.Vi..,q"'""'p""re,.,s..,!d..,e ..... n"-t -'-L=a..,_n,.,d'---------- ---­

of P-H Energy. LlC general partner of Petrohawk Properties. LP. a Texas limijed Partnership and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed, in. the capacity staled, and as the ad and deed of said corporation 

Given under my hand and seal of office this the { zl~ day of Decc m be r . 2011. 

STATE OF~ 
COUNTYO~ 

• 

VICKIE HORTON 
Nobry PUNic lA IIIII b' 

STMf Of OKLAHoicA 
~.11006897 
~--1.mt5 

r)~ 
Notary Public in and for _.._Q""-'-f..~b__u:.:...hJ....;o=..~-cro._'--A-~~--

(INDIVIDUAL ACKNOWLEDGMENn 

BEFORE ME, the undersigned authority, on this day personalty appeared Robert E. Landreth and Donna p. Landreth 
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known to me to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me that they executed the same for the P 
purposes and consideration therein expressed. 

Given under my hand and seal of offiCe this the~ day of December , 2011 . 
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EXHIBIT "A" 

THIS ADDENDUMJS HEREBY MADE TO THAT CERTAIN OIL AND GAS LEASE DATED 
NOVEMBER 28TH, 2011, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH 
ITS AGENT, ROBERT E. LANDRETH AND DONNA P. LANDRETH, HUSBAND AND WIFE, AS 
LESSOR AND PETROHAWK PROPERTIES, LP, AS LESSEE. 

PROPERTY DESCRIPTION 

ALL OF SECTION 3, BLOCK 45, PUBLIC SCHOOL LAND SURVEY, LOCATED IN ABSTRACT 3773, 
CULBERSON COUNTY AND IN ABSTRACT 3536, REEVES COUNTY TEXAS, CONTAINING 640 ACRES, 
MORE OR LESS . 

ADDITIONAL TERMS AND PROVISIONS: 

NOTWITHSTANDING ANYTHING CONTAINED HEREIN TO THE CONTRARY, the following provisions 
shall apply as an ADDENDUM to the foregoing, Oil, Gas, and Mineral Lease, and shall be in force and effect as 
a part of said lease. 

l. The provisions of paragraphs 14 and 15 notwithstanding, the payment of shut-in or compensatory 
royalties shall not be permitted to extend this lease for more than two years after the expiration of the 
primary term. 

2. Lessee shall also furnish the same information as set out in Paragraph 10 (B) in the same manner to the 
owner of the soil. 

3. Paragraph 16 shall be replaced as follows: 

Paragraph 16. (A) VERTICAL. In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term this lease shall then terminate as to all of the leased 
premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including shut-in oil or 
gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous 
drilling or reworking operations, or (2) the number of acres included in producing pooled unit pursuant to 
Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then 
be allocated for production purposes to a portion unit for each such producing well under the rules and 
regulations of the Railroad Commission of Texas, or any successor agency, or other governmental 
authority having jurisdiction. If at any time after the effective date of the partial termination provisions 
hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that 
less acreage is thereafter allocated or permitted to be allocated to said well or wells for production 
purposes, this lease shall thereupon terminate as to all acreage except the minimum acreage allocable to 
said well or wells for production purposes. Notwithstanding the termination of this lease as to a portion of 
the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress to and egress 
from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with 
easements and rights-of-way for existing roads, existing pipelines and other existing facilities on, over and 
across all the lands described in Paragraph 1 hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas, and other minerals produced from the 
retained lands. 

Paragraph 16. (B) HORIZONAL. In the event this lease is in force and effect two (2) years after the 
expiration date of the primary or extended term it shall further terminate as to all depths below 100 feet 
below the total vertical depth drilled (hereinafter "deeper depths") in each well located on acreage 
retained in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease 
(as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such 
deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long 
thereafter as oil and gas is produced in paying quantities from such deeper depths covered by this lease. 

4. Paragraph 19 shall be replaced as follows: 

Paragraph 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the 
leased premises by, through, and under the owner of the soil, but not otherwise. If the owner of the soil 
defaults in payments owed on the leased premise.s, then Lessee may redeem the rights of the owner of 
the soil in the leased premises by paying any mortgage, taxes or other liens on the leased premises. If 
Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

Lessor Initials: '\ ·Pi;. 
\G~'--
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5. Paragraph 26 shall be replaced as follows: 

Paragraph 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have 
the right and obligation to remove machinery and fixtures placed by Lessee on the leased premises, 
including the right to draw and remove casing, within one hundred twenty (120) days after the expiration 
or the termination of this lease unless the owners of the soil grants Lessee an extension of this 120-day 
period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying 
quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice 
to the Commissioner of the General land Office and to the owners of the soil. The owners of the soil at 
their option shall become the owners' of any machinery, fixtures or casing which is not timely removed by 
Lessee under the terms of this paragraph. If the owners of the soil do not exercise said option Lessee 
shall retain the responsibility and liability for moving said equipment. 

6. Paragraph 27 shall be replaced as follows: 

Paragraph 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 
of this lease, the rights and estate of either party to this lease may be assigned, in whole or in part, and 
the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, 
or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of 
Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act 
performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind 
lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with the satisfactory written evidence of the change in 
ownership, including the original recorded muniments of title (or certified copy of such original) when the 
ownership changed because of a conveyance. If this lease is assigned in its entirety as to only part of the 
acreage, the right and option to pay rentals shall be apportioned as between the several owners ratably, 
according to the area of each, and failure by one or more of them to pay his share of the rental shall not 
affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, 
if the assignor or assignee does not file a certified copy of such assignment in the General Land Office 
before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, 
and penalties owed to the State by the original lessee or any prior assignee of the lease, including any 
liabilities to the State for unpaid royalties. 

7. There is reserved, to the owner of the soil herein, rights to the abandoned wellbore in the Southeast 
Quarter of the Southeast Quarter (SE/4 of SE/4) of Section 3, Block 45 for purposes and rights associated 
with the surface estate. 

Lessor Initials: \J.PcL 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng 1s a full. true and correct photographiC copy of the 
onginal record now 1n my lawful aJstody and possession. as the sa~ Q 
filedlreco.ld~d in the PJJ.bUc,Iecords of..!llli,JlJtire.. .lound in VOL. 9 Z 
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TEXAS 

June 19, 2012 

Micah Strother 
Petrohawk Properties 
333 Texas, Suite 400 
Shreveport, LA 71 I 0 I 

Re: State Lease MF 111870 

Dear Mr. Strother: 

ERAL 
J ERRY PATTERSON, COMMISSIONER 

Two Relinquishment Act Leases described on P age 2 hereof 
Covering 640 ac., Sec. 3, B lk. 45, PSL Survey, Reeves & 
Culberson Counties, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set out on Page 2. Please refer to these numbers when 
ma king payment to the State and in all future cor respondence concerning the leases. Failure to 
include the mineral file numbers may delay processing of a ny paym en ts towards the leases. 

There are several contractua l and statutory responsibil ities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section I O(B) which requires submission of written notice for a ll 
drilling, production and related activities. When forms are fi led with the Texas Railroad Commission, they 
are required ro be submitted to the General Land Office as well. Examples are W-1 , Application to Drill; W-
2, Oil Well Completion Report and Log; G-1, Gas We ll Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well C lassification Report; G-10, Gas Well Status Report; W- 10, Oil Well Status Report; W-12, 
Inclination Report; electric logs; directional surveys. 

Chapter 52 of the Texas atural Resources Codes specifi es that the surface owner's right to receive a portion 
of the revenues generated by the lease shall be in lieu of all damages to the soil. Therefore, any payments 
made for surface use or damages other than the authorized damages set out in the lease form must be shared 
equally with the state. 

Your remittances are set out on Page 2 and have been a pplied to the State's portion of the cash bonus. ln 
addition, we are in receipt o f your processing and fil ing fees. 

= =?_j) 
Drew Reid \._ 
Mineral Leasing, Energy Resources 
(512) 475-1534 
drew.reid@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.srate.tx.us 



Micah Strother 
June 19,2012 
Page 2 

State Lease MF 1 I 18700 

State Lease MF111870E 

Lease dated November 28,2011 recorded Vol. 920, Pg. 243, 
Reeves Co. & File 67845 Culberson Co. 
Inland Resources Inc., agent for State of Texas, Lessor 
Bonus received $80,000.00 

Lease dated ovember 28, 2011 recorded Vol. 920, Pg. 234, 
Reeves Co. & File 67844 Culberson Co. 
Robert & Donna Landreth, agent for State of Texas, Lessor, 
Bonus received $80,000.00 
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FileNo. 11!6]0 
$1L.0 lclk 

Date Filed: os., ( 1 '\ I 1 .J..-

Jerry E. Patterson, Commissioner 

By Q);L; 



PETROHAWK ENERGY CORPORATION 
1000 LOUISIANA STREET SUITE 5600 · HOUSTON TX 77002 832-204-2787 
,...--REFERENCE INVOICE DATE INVOICE NO 

'i<GS240CT2012- 10/22/12 1149 

•• • • • • • • • 
• •••••• • • 

• 
• •• • • • ••• • 

• 
• •••••• • • 
• •••••• • • 

LAND1 NORTHREEVESPROSPECT 

VENDOR 

4.1nA4 I.OMMISSIONFR O F THF TFXAS 

INVOICEAMT PRIOR PAYMENT 

40.00 

13702626 

CHECK DATE 

1 0 /?F./ 1? 

CHECK NO. 

DISCOUNT 

TOTAL 

130280 
AMOUNT PAID 

40.00 

S40.00 "~' ~ ~~" 



PETROHAWK ENERGY CORPORATION 130280 
1000 LOUISIANA STREET SUITE 5600 • HOUSTON TX 77002 832-204-2787 CHECK NO. . 

I 
I 

I 

I 
I 

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

KCS240CT2012- 10/22/12 1149 40.00 
I v 40.00 

LAND1 NORTH REEVE .. PROSPECT v 
137 02626 

I 

I/\ 
, 

/vt FJI/ ~ 1oD 

~~C[z_ f!)l ft:; z__lj_ ~ m~©~ll' ~~~ NOV 05 ~ 

t~ ~\?1 

VENDOR CHECK DATE 
TOTAL 

11 .,,,0 4-GGMM ISSIGNER-GF THE-+EXAS :~/2:514'2 t-4G;e0 -BOLO 200 

WARNING: DO NOT ACCEPT THIS DOCUMENT UNLESS YOU CAN SEE A WATERMARK. 

PETROHAWK ENERGY CORPORATION BankofAmerlca ... 
ACCOUNTS PAYABLE DISBURSEMENT ACCOUNT 64 · 12781611 GA . 13 ... 7 0.-. 2- 1

2
3 0 2 8 0 

1000 LOUISIANA STREET, SUITE 5600 I 6 6 
HOUSTON, TX 77002 DATE 

PAY 

TO THE 
ORDER 
OF 

832-204-2787 1 0/25/12 

Forty Dollars And Zero Cents'" .. '" ............ ..... ... . 

COMMISSIONER OF THE TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
STEPHEN F AUSTIN STATEOFFICE BUILDING 
AUSTIN, TX 78701 USA 

u• ~ 30 28011' 

AMOUNT 

VOID AFTER 180 DAYS 

$********40.00 
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Check No.: 130280 

Payment Type: DELAY RENTAL 

Check Receipt 

Check Date: 10/25/2012 

Payment Amount: $40.00 

Period Covered: 

11/28/2012-11/28/2013 

Lease Number: TX1703-Q88-005 Origina I Lessor: STATE OF TEXAS ET AL 

Lease Effective Date: 11/ 28/2011 Recording Information: DOC12-00435 8920 P243 

State: TX County: REEVES, CULBERSON 

Check Remarks: 
PAYMENT REPRESENTS DELAY RENTAL DUE PURSUANT TO THE TERMS OF THE LEASE. CULBERSON COUNTY DOC 67845. ALL OF SEC 3, BLK 45 PSL SURVEY LOC IN A-

3773, CULBERSON CO. AND A-3536 REEVES CO TX 

.:ll bhpbilliton 
resourdng the future 

BHP BIUJTOtl F'CT;:ot.S.Jt.A F41':1TEVL.E) 
A-,~ LAl'C AOMI....STRATIOiol 
t~POST OAKBL\10 STE ISO 
HOUSTON, T"X 7705e 

Owner Relations: 
1·877-311·1443 

For the Credit of: 

{BA#): 437294-1 Payment Amount: $40.00 

Owm!r: 

Address: 

COMMfSSIONER OF THE TEXAS GENERAL LAND 
OFFICE 
1700 N CONGRESS AVE STEPHEN F AUSTIN STATE 

AUSTIN, TX 78701 

IMPORTANT 

PLEASE SIGN AND RETURN 

Date Received .....:..;//>'-~ !tJ"'--",,5;'+-'f d'"""""ti1"''/.-=~;.;__-----------l , 

By __________________________________ _, 



File No. /{JF/J/i 7tJ ([j) 
d2 11J yeM ceaw J.ea.s t D 

Date Filed: 11/as;!M;.e 
.Jeri} E. Patterson. Commissioner 

B) ?(JGP 



PETROHAWK ENERGY CORPORATION 
1000 LOUISIANA STREET SUITE 5600 · HOUSTON. TX 77002 832-204-27_87 __ 

BE FERENCE 

• • KGS240CT2012-
• • 0 

• • o LAND1 
• •••••• 

• 0 

• 
•• • • • • • • • 

• ...... 
• • 
• 

• •••••• • • 
• •••••• • • 

INVOICE DATE INVOICE NO. 

10/22/12 1148 

NORTH REEVES PROSPECT 

VENDOR 

4~7::>~4 r.OMMISSI()NFR ()F T HF TFXAS 

INVOICE AMT. PRIOR PAYMENT 

40.00 

13702960 

CHECK DATE 

1 ()/?1;/ 1? 

CHECK NO. 

DISCOUNT 

TOTAL 

130286 
AMOUNT PAID 

S40.00 --· _ ---



PETROHAWK ENERGY CORPORATION 
1000 LOUISIANA STREET SUITE 5600 • HOUSTON TX 77002 832-204-2787 CHECK NO. 130286 . ' 

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

KCS240CT2012- 10/22/12 1148 40.00 ~40.00 
LAND1 NORTH REEVE PROSPECT 

13702960 
l'Y\ 

·--- .. 
~ ~ .\, r. 

,. 
·. ,;~ .... .. _ ."'v-- A. ·' ' 

L '(. , .. \.~ .. l_ 
.,. . . I 

\ ... \.. \ .. \ ·.· .. _..) 

·, <> ... \ \. _, . l 
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·I-\.., "~,.--:~·'~/._c. ,. 

~~ ~~1 

Jr Yt.?1} 'rrwrr 
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l -:J '..:· '~..J ~ 

NOV 1. 2 2012 

VENDOR CHECK DATE 
TOTAL I 

4~7?04 r.m.AMJSSION~-TI=i~EXA c.o H>/25 ~ ~4Q.Qn 
BOL0200 

.-------------=W~AA:::.!N~IN~G:::...;: D~O~N!-"'O~T A:.,::C~C:=EP...!..T THIS DOCUMENT UNLESS YOU CAN SEE A WATERMARK 
BankofAmerlca -. PETROHAWK ENERGY CORPORATION 

ACCOUNTS PAYABLE DISBURSEMENT ACCOUNT 
1000 LOUISIANA STREET, SUITE 5600 

HOUSTON, TX 77002 
832-204-2787 

PAY Forty Dollars And Zero Cents ........................... .. 

TO THE 
ORDER 
OF 

COMMISSIONER OF THE TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
STEPHEN F AUSTIN STATEOFFICE BUILDING 
AUSTIN, TX 78701 USA 

64- 1278/ 611 GA 

DATE 

10/25/12 

~~ 1302 86 
13702960 

AMOUNT $********40.00 

VOID AFTER 180 DAYS 
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Check No.: 130286 

Payment Type: DELAY RENTAL 

Lease Number: TX1703·088·004 

Check Receipt 

Check Date: 10/25/2012 

Payment Amount: $40.00 

Original Lessor: STATE OF TEXAS ET AL 

Peri od Covered: 

11/28/2012·11/28/2013 

• • Lease Effective Date: 11/ 28/2011 Recording Information: DOC12.()()434 B920 P234 

• •••••• • • State: TX County : REEVES, CULBERSON 

COPY 
Check Remarks: 

PAYMENT REPRESENTS DELAY RENTAL DUE PURSUANT TO THE TERMS OF THE LEASE. CULBERSON COUNTY DOC 67844. ALL OF SEC 3, BLK 45 PSL SURVEY LOC IN A· 

3773, CULBERSON CO. AND A·3536 REEVES CO TX 

:ll bhpbilliton 
resourcing the future 

BHP BllUlOtl PETIO..O.J \1 ~AYETT EVl...E" 
A-U L'V«> !.OM '151 Rl' liON 
1Je0POS1 OAKELVO SlE 150 
HOJST::lN TX 77l56 

Owner Relations : 

1-877-311·1443 

For the Credit of: 

{BA#): 437294·1 Payment Amount: $40.00 

Owner: 

Address: 

COMMISSIONER OF THE TEXAS GENERAL LAND 
OFFICE 
1700 N CONGRESS AVE STEPHEN F AUSTI N STATE 

AUSTIN, TX 78701 

IMPORTANT 

PLEASE SIGN AND RETURN 

Date Rece1ved -1=-'""-"h/_~....,.~/'-r,: ;J.<:!.:='..r.....,' I ~'---------------1 

Sign Here~ A 
/ 

By ;:;,..... CJ.O 
Title 



" _ .. 

File ~o . (IJfll/!70 
t21- 'f.Pa.r: r.enhz,l Ug:# £ 

Date filed. u J,')..j :wJV 
I 

.Jcrn E. Patterson. Commissioner 
B) '@£ 

••• ••• • •• ••• ··~· -· • • • • • • • • . . 
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From: 
To: 
Date: 
Subject: 

"Vargas, Melanie" <Melanie.Vargas@bhpbilliton.com> 
"Harriet. Dunne@GLO. TEXAS. GOV" <Harriet. Dunne@GLO. TEXAS. GOV> 
1/18/2013 11 :09 AM 
RE: Your check# 141601 for $5750.00- need help identifying 

----Original Message--­
From: Vargas, Melanie 
Sent: Friday, January 18, 2013 9:56AM 
To: Guzman, Brenda 
Cc: Graybeal, Grace; Pulido, Joe 
Subject: RE: Your check# 141601 for $5750.00- need help identifying 

This is for a ROW/Easement payment to the State of Texas on the Betty Hansard State 45-3 #2H. 

I will speak with Aaron about how this was sent and if we can start sending these checks with some 
reference material for the State. I believe he is currently having a broker send these out. 

Thanks! 

Melanie 

---Original Message---­
From: Guzman, Brenda 
Sent: Friday, January 18, 2013 9:46AM 
To: Vargas, Melanie 
Cc: Graybeal, Grace; Pulido, Joe 
Subject: FW: Your check# 141601 for $5750.00- need help identifying 

Melanie - this one isn't mine, I believe it is y0urs. The GLO needs to know what the payment was for­
Harriet's email is shown below. 

Thank you, 
Brenda 

----Original Message-­
From: Graybeal, Grace 
Sent: Friday, January 18, 2013 9:09AM 
To: Pulido, Joe; Guzman, Brenda 
Subject: FW: Your check# 141601 for $5750.00- need help identifying 

Thank you Joe. I'm pretty sure this is a Permian lease so I am forwarding it to Brenda to investigate. 

Grace 

----Original Message--­
From: Pulido, Joe 
Sent: Friday, January 18, 2013 6:24 AM 
To: Graybeal, Grace 
Subject: FW: Your check# 141601 for $5750.00- need help identifying 

Grace, Here is what I was speaking to you t=tbout. Let me know if I can help further. Thanks, Joe 

-----Original Message----



From: Harriet Dunne (mailto:Harriet.Dunne@GLO.TEXAS.GOV] 
Sent: Thursday, January 17, 2013 8:56AM 
To: Pulido, Joe 
Subject: Your check# 141601 for $5750.00- need help identifying 

Joe, 
Attached is a copy of a Petrohawk check. We think it might be surface damages or something similar, but 
we do not have the backup that probably came with the check. The State lease number is on the check, 
and for that we are grateful. However, we can find no indication on the check what Petrohawk is trying to 
pay. 

Please let us know to what the payment should be credited . 

Thank you, 

Harriet Dunne, CPL 
Manager, Mineral Leasing, Energy Resources Texas General Land Office 
512-475-1579 
NOTE: New e-mail address: 
harriet.dunne@glo.texas.gov 

This message and any attached files may contain information that is confidential and/or subject of legal 
privilege intended only for use by the intended recipient. If you are not the intended recipient or the 
person responsible for delivering the message to the intended recipient, be advised that you have 
received this message in error and that any dissemination, copying or use of this message or attachment 
is strictly forbidden, as is the disclosure of the information therein . If you have received this message in 
error please notify the sender immediately and delete the message. 



. PETROHAWK ENERGY CORPORATION 141601 N 1360 POST OAK BLVD., SUITE 1900CT · HOUSTO , TX 77056 lnqulry@bhpbllllton.com CHE CKNO. 

I 
' 

I 
I 
I 

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

EPL20DEC2012- 12/19/12 CKREQ·TEXAS.G 5,750.00 k 5,750.00 
1 ENERAL.LANO.O 

FC-1 2/19/12 

137 05£ 31 IN REFERENCE TO FILE# MF11187 -ALL OF SECTION 
38 

)~ 
rl 

~ 
(j§/ 

~ \ 
\v 

Ol' ~ ~) yr }-._! .c A-I, " <::, L 
(!,• ~~Jc: __ 
' 

: 

JAN ., '· l!! ,.J 

(C~ 0~~ 

~ 

VENDOR CHECK DATE 
TOTAL 1 X $5,750.00 478046 TEXAS GENERAL LAND OFFICE 12/20/12 

BOLO 200 

WARNING: DO NOT ACCEPT THIS DOCUMENT UNLESS YOU CAN SEE A WATERMARK. 

PETROHAWK ENERGY CORPORATION BankofAmerlca~ 141601 
J37 05231 

PAY 

ACCOUNTS PAYABLE DISBURSEMENT ACCOUNT 
1360 POST OAK BLVD., SUITE'1900CT 

HOUST ON, TX 77056 
lnqulry@bhpbllllton.com 

Five Thousand Seven 1-jundred Fifty Dollars And Zero Cents• 

TO THE 
ORDER 
OF 

TEXAS GENERAL LAND OFFICE 
STATE OF TEXAS 
P 0 BOX 12873 
ATTN: ENERGY RESOURCES I MINERAL 
LEAS.iNG ' . 
AUSTIN, TX 78711 "·2873 USA 

64 . 1278/611 GA 

1212{jw2 

$***"****5 750.00 
AMOUNT I 

VOID AFTER 180 DAYS 



. . . 



••• • • • 
• ••••• • • 

• 
• ...... 

• • 
• •••••• • • 

• 
• • •• • • •• 

DIVISION ORDER 

To: BHP Bllliton Petroleum- Petrohawk Energy Corporation 
Land Administration 
P 0 Box 22719 
Houston, TX 77027-9998 
(877) 311 - 1443 

Issue Date: 

Property Name: 

Property#: 

Production: 

Operator: 

7/8/2013 

BETTYE HANSARD STATE 45-3 2H 

41135282 

ALL PRODUCTS 

PETROHAWK OPERATING COMPANY 

MF="(IIB1o 

bhpbilliton 
resourcing the future 

Legal Description: SEC 3, BLK 45, PSL SVY, REEVES AND CULBERSON COUNTY, TX REEVES COUNTY, 
TEXAS (635.9500 ACRES) 

CREDIT TO 
Owner # 4 79453 
STATE OF TEXAS GLO 
1700 N CONGRESS AVE #640 
AUSTIN TX 78701-1495 

Decimal 
0.12500000 

Type 
ERI 

Status 
RELIEVED 

Start Date 
1/1/2013 

PLEASE SIGN AND RETURN THIS COPY 
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The undersigned severally and not jointly certifies that they are the legal owner of the interest set out above of all products 
produced from the property described above: 

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST 
OWNERS AND THE LESSEE OR OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS. 

The following provisions apply to each interest owner ("owner") who executes this agreement and may not be altered as 
to its terms: 

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall 
pay all parties at the price agreed to by the operator for products to be sold pursuant to this division order. Purchaser shall 
compute quantity and make corrections for gravity and temperature and make deductions for impurities . 

PAYMENT: From the effective date, payment is to be made monthly by payor's check or electronic funds transfer, based 
on this division of interest, for products run during the preceding calendar month from the property listed above, less taxes 
required by law to be deducted and remitted by payor as purchaser. Payments of less than $100 may be accrued before 
disbursement until the total amount equals $100 or more, or until 12 months of proceeds accumulate, whichever occurs 
first. However, the payor may hold accumulated proceeds of less than $10 until production ceases or the payor's 
responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any 
amounts attributable to an interest or part of an interest that payee does not own. 

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to 
the owner in accordance with such division of interest, including but not limited to attorney fees or judgments in 
connection with any suit that affects the owner's interest to which payor is made a party. 

DISPUTE; WITHHOLDING OF FUNDS: If a suit is filed that affects the interest of the owner, written notice shall be given 
to payor by the owner together with a copy of the complaint or petition filed. 

In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to withhold 
payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or 
dispute is settled. 

TERMINATION: Termination of this agreement is effective on the first day of the month that begins the 30th day after the 
date written notice of termination is received by either party. 

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of 
interest contingent on payment of money or expiration of time. 

No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily 
evidencing such change are furnished to payor at the time the change occurs. 

Any change of interest shall be made effective on the first day of the month following receipt of such notice by payor. 

Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised by 
either party. 

In addition to the legal rights provided by the terms and provisions of this division order, an owner and payor may have 
certain statutory rights under the laws of this state . 

PLEASE SIGN AND RETURN THIS COPY 



Special Clauses/Comments: 

Owners Signatures: 

•. ••, Owner Tax I. D. Number: 
• 
• 

I ••••• 

• • 
• 

• ••• ••• • • 

Day Time Phone Number: 

E-Mail Address: 

• Owners Mailing Address: 
•••••• • • 

• 
•• • • • ••• Witness: 

XXXXXX - 9999 (TIN) 

1700 N CONGRESS AVE #640 
AUSTIN TX 78701-1495 

Federal Law requires you to furnish your Social Security or Taxpayer Identification Number. 
Failure to comply will result in 28% tax withholding and will not be refundable by Payor. 

DIVO 19224 479453-3 

PLEASE SIGN AND RETURN THIS COPY 
BERNL - 19224 
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Jerry E. Patterson, Comissioner 
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RAILROAD COMMISSION OF TEXAS 

1701 N. Congress 
P.O. Box 12967 

Austin, Texas 78701-2967 

Status : 

Date: 

Tracking No.: 

Form G-1 
Approved 

12/13/2013 

62973 

GAS WELL BACK PRESSURE TEST, COMPLETION OR RECOMPLETION REPORT, AND LOG 

Operator Address: REGULATORY DEPARTMENT 1360 POST OAK BLVD SUITE 150 HOUSTON. TX 77056-0000 

API No.: 42-389-33061 

Well No.: 1H 

Lease Name: BETTYE HANSARD STATE 45-3 

RRC Gas ID No.: 270785 

WELL INFORMATION 
County: REEVES 

RRC District No.: 08 

Field Name: FORD, WEST (WOLFCAMP) 

Field No.: 31913800 

Location : Section: 3. Block: 45, Survey: PSL/CARR. TD. Abstract: 3536 

Latitude: Longitude : 

This well is located miles in a 

direction from 10 MILES SW OF ORLA. 

which is the nearest t·own in the county. 

Purpose of filing: Well Record Only 

Type of completion : New Well 

Well Type: Shut-In Producer 

Type of Permit 

Permit to Drill , Plug Back, or Deepen 

Rule 37 Exception 

Fluid Injection Permit 

O&G Waste Disposal Permit 

Other: 

FILING INFORMATION 

Completion or Recompletion Date: 02/11/2012 

Date Permit No. 
10/26/2011 726746 

COMPLETION INFORMATION 
Spud date: Date of first production after rig released : 02/11/2012 

Date plug back, deepening, recompletion, or 
drilling operation commenced : 12/18/2011 

Number of producing wells on this lease in 
this field (reservoir) including this well : 

Total number of acres in lease: 635.96 

Total depth TVD (ft.): 7499 

Plug back depth TVD (ft.): 5272 

Was directional survey made other than 
inclination (Form W-12)? Yes 

Recompletion or reclass? No 

Type(s) of electric or other log(s) run : 

Electric Log Other Description : 

Other 

NEUTRON/GR 

Location of well, relative to nearest lease boundaries 

of lease on which this well is located : 

Date plug back, deepening, recompletion , or 
drilling operation ended : 02/11/2012 

Distance to nearest well in lease & 
reservoir (ft.): 0.0 

Elevation (ft.): 3015 GL 

Total depth MD (ft.): 11139 

Plug back depth MD (ft.): 5272 

Rotation time within surface casing (hours): 
Is Cementing Affidavit (Form W-15) attached? 

Multiple completion? No 

Yes 

Off Lease : No 

78.0 Feet from the 

1213.0 Feet from the 

Soulh Line and 

Wesl Line of the 

BETTYE HANSARD STATE 45-3 Lease. 

FORMER FIELD (WITH RESERVOIR) & GAS ID OR OIL LEASE NO. 
Field & Reservoir Gas ID or Oil Lease No. Well No. Prior Service Type 
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G1 : NIA 

PACKET: NIA 

FOR NEW DRILL OR RE-ENTRY, SURFACE CASING DEPTH DETERMINED BY: 

GAU Groundwater Protection Determination Depth (ft.): Date: 10/27/2011 

SWR 13 Exception Depth (ft.): 

GAS MEASUREMENT DATA 

Date of test: Gas measurement method(s) : 

Gas production during test (MCF): 

Was the well preflowed for 48 hours? No 

Orif. or 24 hr. Coeff. 
Run Line Choke Orif. Or Choke Static Pm or 
No. size s"lzelm".) (in.) Choke (in.) 

Diff 
(hw) 

Flow 
Temp 
(OF) 

Temp. Gravity 
(Ftf) (Fg) 

Compress 
(Fpv) 

Volume 
(MCFlday) 

NIA 

FIELD DATA AND PRESSURE CALCULATIONS 

Gravity (dry gas): Gravity (liquid hydrocarbons) (Deg. API): 

Gas-Liquid Hydro Ratio (CF/Bbl): 

Avg. shut in temp. (°F): 

Gravity (mixture) : Gmix= 

Bottom hole temp. and depth : OF@ FT 

Run No. Time of Run (Min.) Choke Size (in.) Wellhead Pressure (PSIA) Wellhead Flow Temp (°F) 

N/A 

Row 
1 

2 

3 

Type of 
Casing 

CASING RECORD 

Casing Hole Setting Multi - Multi - Cement Slurry Top of 
Size Size Depth Stageiool StageShoe Cement Amount Voiume Cement 
(in.) (in.) (ft.) Depth (ft.) Depth (ft.) Class (sacks) (cu. ft .) (ft.) 

13 3/8 17 1/2 835 C 705 1161 .0 SURF 

9 5/8 12 1/4 5579 H 990 2029.0 2543 

9 5/8 12 1/4 5579 2542 H 820 1835.0 1020 

LINER RECORD 

Liner Hole Liner Liner 
Cement Slu rry Top of 
Amount Voiume Cement 

TOC 
Deterrrnned 

By 

Row size(m.) Size(ln.) Top(ft.) Bottoin"(ft.) 
Cement 
Class (sacks) (cu. ft .) (ft.) 

TOC 
Deterrrnned 

By 

N/A 

Row Size (in .) 

N/A 

Row Open hole? 

NIA 

TUBING RECORD 

Depth Size (ft.) 

PRODUCING/INJECTION/DISPOSAL INTERVAL 

From (ft.) 

L 

Packer Depth (ft.)/Type 

I 
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ACID, FRACTURE, CEMENT SQUEEZE, CAST IRON BRIDGE PLUG, RETAINER, ETC. 
Was hydraulic fracturing treatment performed ? No 

Is well equipped with a downhole actuation 

sleeve? No 
If yes, actuation pressure (PSIG): 

Production casing test pressure (PSIG) prior to 

hydraulic fracturing treatment: 

Actual maximum pressure (PSIG) during hydraulic 

fracturing : 

Has the hydraulic fracturing fluid disclosure been 
reported to FracFocus disc losure registry (SWR29)? No 

Row Type of Operation Amount and Kind of Material Used Depth Interval (ft.) 

1ST CMT PLUG IN 8 3/4" PILOT HOLE (285 SXS CL H) 6997.0 7392.0 

2 2ND CMT PLUG IN 8 3/4" PILOT HOLE (240 SXS CL H) 6171 .0 6648.0 

3 KOP FOR 8 3/4" LATERAL 6266.0 6266.0 

4 CMT PLUG IN 8 3/4" LATERAL (80 SXS CL C) 6071 .0 6221 .0 

5 CBP SET - RAN DUMP BAILER W/ TOTAL 8 SXS CMT (20') 5272.0 5292.0 

FORMATION RECORD 

Is formation 
Formations Encountered Depth TVD (ft.) Depth MD (ft.) isolated? Remarks 

N/A 
o the producing interval of this well produce H2S with a concentration in excess of 100 ppm (SWR 36)? No 

s the completion being downhole commingled (SWR 10)? No 

3/4" PILOT HOLE DRILLED TO 7499. 2 CMT PLUGS SET@ 7392 & 6648. KOP@ 6266. 8 3/4 HOLE DRILLED TO 
11139 MD/6854 TVD. LATERAL ABANDONED WITH CMT PLUG SET@ 6221 . CIBP SET@ 5292 W/8 SXS CMT ON TOP 

ROM DUMP BAILER. WELL SHUT-IN PENDING EVALUATION. 
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RRC REMARKS 
PUBLIC COMMENTS: 

CASING RECORD : 
9 5/8" CASING - TOP OUT JOB PERFORMED W/95 SXS CL C, 11 .9 #/GAL (38 BBLS TOTAL CEMENT BACK AT SURFACE). 

TUBING RECORD: 

PRODUCING/INJECTION/DISPOSAL INTERVAL : 

AC ID, FRACTURE, CEMENT SQUEEZE, CAST IRON BRIDGE PLUG, RETAINER, ETC.: 

9 5/8" CASING - TOP OUT JOB PERFORMED W/95 SXS CL C, 11 .9 #IGAL (38 BBLS TOTAL CEMENT BACK AT SURFACE). 

GAS MEASUREMENT DATE REMARK: 

Title: 

Date Certified: 12/1212013 
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RAILROAD COMMJSSION OF TEXAS 
Oil nnd Gas Division 

CERTIFICATE OF COMPLIANCE 
AND TRANSPORTATION AUTHORITY P-4 

PO Box 12967 
Auslin TX 7871 1-2967 
www.rrc.stau.u .us 

5/02-WWW-I 
READ INSTRUCTIONS ON BACK 

I. Field name exactly as shown on proration schedule 2 Lease name as shown on proration schedule 

FORD, WEST (WOLFCAMP) BETTYE HANSARD ST ATE 45-3 

3. Current opera1or name exactly as shown on P-5 Organization Repon 4. Operator P-5 no. , 5. Oil Lse/Gas ID no. 6. County 17 RRC district 

BHP BILLITON PET (TXLA OP) CO 068596 REEVES OB 
8. Operator address including city, state, and zip code 9. Well no(s)(see iruln,crion E) 

1360 POST OAK BLVD 1H 
HOUSTON, TX nose 10. Classification 1 ' I. Effective Date 

00 Oil O Gas O Other (set instroclion A) 08/01 /13 

12. Purpose ofFiling. ~mplac section a orb below.) (See insrroclions Bond G) 

a. Chaugt of: opcr11tor O oil or condensate gatherer O gas gatherer 

D field name from: 

~ gas purchaser D gas purchaser system code 

.....-- OR ----· 
D lease name from: = - - -- -

b. New RRC Number for. D oil lease O gaswcll Due to: O new completion or recomplc1ion D reclass oil to gas D reclass gas to oil 

O other well (specify) O consolidation. unitization, or subdivision (oil lease only) 

13. l\.uth, .ri2.ed GAS WEU. GAS or CASINGHEAD GAS Gathcrerls) end/or Purchaserls\. ~e instruction r.1 

g ii Name of GAS WElL GAS or CASINGHEAD GAS Purchaser's Percent of 

"' Gathercr(s) or Purchaser(s) As Indicated in Columns to the Left RRC Take 1i .c 

~ " Assigned .... {Alloch on additlo110/ sheet ht same format if more space is nudtd} 16'. <> •• - • ..: f'n~- 1? ~ 
x BHP BILLITON PETROLEUM (TXLA OP) CO. (068596) 0001 100 

x ENTERPRISE PRODUCTS OPERA TING LLC (253368) 100 

14. Authorized Oil or COND ... "'"ATE Gath=rl• \ ISu instroction GI. RRC USE 01\'L \' 

Name ofOll.. or CONDENSATE GatherCl{s) - List I lighest Volume Gatherer First Percent of 
(A ttach 011 oddirio11a/ sheet in some format if more space is needed) Take Revi~r's 1ruuals 

ENTERPRISE PRODUCTS OPERATING LLC (253368) 100 Approval date: 

. 
15. PREVIOUS OPERATOR CERTIFICATION FOR CHANGE OF OPERATOR P-4 Fl.LING. Being the PREVIOUS OPERATOR, I cenify that opcratin1 
"'=;,n;fy ,~ w, =II(•),~;"'""' ;, WU m;,& •=«d '" oho wbj~• •= hu b<m ~ '"'>' '""" ,,,.,. •=ol """"'' o,,_ , _ • 

Previous Operator, that designation of the above named operator as Current Operator is r ·vc tm1il this cenificale is approv~f\e .o mission . 

PETROHAWK OPERA TING COMPANY ', C.- t 
!Name of Previous Operator Signature :J 

JAMES C. MELEAR 00 Authon d .Employtt D Authoriud agent ofprtvlous 

!Name (print) of previous optrator optr2tor (su instrucrion G) 

SR. REGULATORY SPECIALIST 7/10/13 (713) 961-8561 
Title Date Phone with area code 

16. CURRENT OPERATOR CERTIFJCATlON. By signing this cenificate as the Current Opera1.or, I certify 1hot oil statements on this form are true and correct anc 
I acknowledge responsibility for the regula1ory compliance of the subject lease including plugging ofwcll(s) pursuant to Rule 14. I further acknowledge that I assum1 
csponsibility for the physiC!ll opcr111ion, control, and proper plugging of each well designated m this filing I also acknowledge that 1 will remain designated as th• 

~-,o,,.,u.~ril, '~'"'m~",~;.,,ti,g, "•"""""o,.~, "''"'""{!fJ;""/'lJi~~ 
CAREY P. HOL TZENDORF 

1 
i 

!Name (print) Signe1urc 

ACTI NG REGULATORY MANAGER 0 Aulhoriud Employee O Authoriud agent of current 
tritle of currtnt operator opera tor (see instruction G) 

7/10/13 (713) 552-4581 
E-mail Address ( optional) Date Phone with area code 



RA ILROAD COMM IS 101' or TLXA. 
Oil nnd Gns 0 1\ 1sion 
ro Box 12967 
Ausun TX 787 11 -2967 
www.nc.state.t, .us 

CERTrFICA TE OF COMP LIA CE 
A 10 TRA lSPORTATION AUTHORJTY 

l lus facs,milc P-4 ""s scncm1cd clcc1ro111cnll~ from darn sub111111cd 10 1hc RRC 
T k' N 62973 rac mg o.: A ccnif1ca1ion of1he au1oma1ed data is a,ailablc in the RRC', Ausun office 

I. Field name exac1ly as shown on prorauon schedule 2. Lease name as shown on prora1ion schedule 

FORD, WEST (WOLFCAMP) BETTYE HANSARD STATE 45-3 

3. C'urrem opera1or name cxnctly as shown on P-5 Organw n,on Repon 4. Opera1or P-5 no.15. 0 11 l.se Gas ID no , 6. C'oumy 
PETROHAWK OPERATING COMPANY 660146 270785 REEVES 

8. Operator address mcludmg ci1y, s1a1e, and zip code 9. \\'ell no(s) (sec u1s1n1c11011 El 

REGULATORY DEPARTM ENT 1H 

1360 POST OAK BL VD SUITE 150 I 0. C'lns,1fica11on 

P-4 

, 7. RR(' d1s1nc1 

08 

11. EITecuvc Date 
HOUSTON, TX 77056 0 0 11 IZJ Gas 0 0 1hcr (sec mstrucuon A) I 02/11/2012 

12. PurposcofFil mg. (C'omple1e section a or b below.) ( cc 111s1ruc1ions Band G) 
a. Change of: O opera1or O 011 or condensate gmhcrcr 0 gas gatherer 0 gas purchaser 0 gas purchaser system code B field name from 

lease name from 
- - OR - - - - - - - - - - - - - - - - - - - - -- - --- - - - - - - - - - - - - - - - - - - -- - - - -
b. ew RR(' umber for: D oil lease IKJ gas well Due 10: D new comple11011 or rccomplc1ion O reclass oil 10 gas 0 reclass gas 10 oil 

D A,1,~. \"PII l<i'1'r ,fv\ D ...... ,....... .. .. .. :.· --··-- nr • .. L-' 'v s' · - IA,1 IMSP • • , .. , 

13. Au1honLcd GAS WELL GAS or C'ASING I 11::.AD GAS Ga1hercr(s) and/or Purchascr(s). (Sec instruction G) . 
... ... Purchaser's <J nmc of GA \\ ELL GAS or (' A INGII EAD GA Perccn1 or --.:; <:! ,,., 
<J '° RRC' Take d @ .: e Gaihcr.:r(s) or Purchaser(s) As lnd1ca1ed 111 Columns 10 1he Left 
;;; ::, (Anach an addiuonal shec1 in same fonnm 1f111orc space 1s needed) Assigned if 0 .,_ c .. ,, ..... r n<i~ .;; 

14. Au1horazed OIL or CONDENSA1 E Gmhcrerlsl. IScc 1nsm1c11on Gl. 

arnc of OIL or C'O DE ATE Ga1herer(s) • L1s1 I hghes1 Volume Ga1hcrer F1rs1 Pcrccm or 
(Anach an addnionnl shec1 in same formal ,r more s1iacc 1s needed) Take 

NIA 

RRC USEO LY: Reviewer's m111als: RRC Staff Approval daic: 12/13/2013 

15. PREV IOU OPERATOR C'ERTIFIC'ATIO FOR CII A GE OF OPERATOR P-4 FILI G. Being the PREV IOU OPlsRATOR, I cen,fy 1ha1 opcra11ng 
respon ibilily for the well(s) designa1cd 111 this filing. localed on 1he subjcc1 lease has been 1ran fcrrcd in ns cn11rc1y 10 1he above named Currcn1 Opera10r. I undcrsiand, as 
Previous Opcra1or, 1ha1 dcsigna1ion of the above named opera1or as C'urrcm Operator 1s no1 cffec1ivc un1il 1h1s ccn1fica1e 1s approved by 1hc Commission. 

ame of Previous Opera1or igna1urc 

D Au1honzcd [ mploycc D Au1honzcd agem or previous 
amc (print) of previous opcra1or opera1or (sec 111s1ruc11011 G) 

Ti1le Dmc Phone w1lh area code 

16. CURRE I OPERATOR C'ERTIFIC'A110 By signing 1h1s ccn1fiea1e as 1he C'urrcm Operator, I ccnify that all s1mcmcn1s on 1h1s fo rm arc 1ruc and corrcc1 and I 
acknowledge rcsponsibili1y for the reguln1ory compliance or1he subJecl lease mcludmg pluggmg ofwcll(s) pursuan110 Ruic 14. I runher acknowledge thm I assume 
responsibili1y for 1he physical opem1ion, comrol, and proper pluggmg of each well designated m 1h1s filing. I also acknowledge 1ha1 I will remain dcs1gna1cd as 1he C'urrcn1 
Opera1or un1il a new ccnificmc designating a new Curren1 Opcra1or 1s approved by 1he C'om1111ss1on. 

ame (pnnt) 
DRGA 

Tille 
greg@drgainc.com 

E-mail Addres (op11onal) 

.. ... .. ··~ • • • • • • • • • ••••••• I I I I I 

• • • • • • •• I 

Greg Bilbro 

uma1ure 
@ Au1honzed Lmployee 

of current opera1or 

01 /05/2013 

Da1c 

D AulhonLcd agen1 of currcn1 
operator (see ms1ruc11on G) 

(512} 476-1245 

Phone wi1h area code 
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Company: Petrohawk Operating 

Lease/Well: Bettye Hansard State 45-3/1 H 

Location: 10 Miles SW of Orla 

PETROHAWK~ Rig Name: Nabors M-45 

"ES State/County: Texas/Reeves 
ENERGY CORPOR'.TTON Latitude: 31 .73 

VAlJOH"I D EROY 

GRID North is 1 .91 Degrees West of True North 

VS-Azi: 0.00 Degrees 

Depth Reference : RKB = 22.7 Feet 

DRILLOG MS GYRO SURVEY CALCULATIONS 
Fiiename: msgyro_run01-01_ed.ut 

Minimum Curvature Method 
Report Date/Time: 1/30/2012 / 10:43 

Vaughn Energy Services 
Gardendale,Texas 

432-563-5"44 
Surveyor: Seth Hardin 

Bettye Hansard State 45-3 1 H I API 42-389-33061 

Measured Incl Drift Vertical Closure Closure Dogleg 
Depth Angle Direction TVD +N/-S +E/-W Section Distance Direction Severity ..... 

• FT Deg Deg FT FT FT FT FT Deg Deg/100 

• .. • • 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 • . 80.22 0.42 312.31 .. . • 80.22 0.20 -0.22 0.20 0.30 312.31 0 .53 ... • 173.91 0.17 80.27 173.91 0.46 -0.34 0.46 0.57 323.53 0.58 • • 267.60 0.40 0.51 0.73 313.91 0.61 ••••• 274.98 267.60 0.51 -0.53 
• 361 .29 0 .47 266.02 361 .29 0.51 -1.25 0.51 1.35 292.32 0.10 .. • ...... 

• 454.98 0.69 259.34 454.97 0.38 -2.19 0.38 2.22 279.84 0.24 ... • 548.67 1.01 255.22 548.65 0.06 -3.54 0.06 3.64 271 .04 0.34 • • •• 642.36 1.61 224.82 642.32 -1 .08 -5.27 -1 .08 5.38 258.41 0.96 
736.05 1.19 223.10 735.98 -2.73 -6.86 -2.73 7.38 248.34 0.45 
829.74 1.30 213.94 829.65 -4.32 -8.12 -4.32 9.20 241.99 0.24 

923.43 1.28 228.95 923.31 -5.89 -9.50 -5.89 11 .18 238.21 0.36 
1017.12 1.20 272.17 1016.98 -6.54 -11.28 -6.64 13.04 239.88 0.98 
1110.81 1.15 244.20 1110.65 -6.91 -13.11 -6.91 14.82 242.19 0.61 
1204.50 0 .71 .227.71 1204.33 -7.71 -14.39 -7.71 16.32 241.80 0.55 
1298.19 0 .56 272.98 1298.02 -8.08 -15.27 -8.08 17.28 242.12 0.54 

1391 .88 0.59 180.37 1391 .70 -8.54 -15.73 -8.54 17.90 241.51 0.89 
1485.57 0.64 205.43 1485.39 -9.49 -15.96 -9.49 18.57 239.25 0.29 
1579.26 0.61 208.41 1579.07 -10.40 -16.42 -10.40 19.44 237.64 0.05 
1672.95 0.88 234.46 1672.75 -11 .26 -17.24 -11 .26 20.59 236.85 0.46 

Page 1 of 3 
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Measured Incl Drift Vertical Closure Closure Dogleg 
Depth Angle Direction TVD +N/-S +El-W Section Distance Direction Severity 

FT Deg Deg FT FT FT FT FT Deg Deg/100 

1766.64 0.96 256.51 1766.43 -11 .86 -18.59 -11 .86 22.05, 237.46 0.38 

1860.33 1.04 240.80 1860.11 -12.46 -20.09 -12.46 23.64 238.20 0.31 
1954.02 0.89 251 .52 1953.78 -13.11 -21.53 -13.11 25.20 238.67 0.25 
2047.71 0.69 314.91 2047.47 -12.94 -22.62 -12.94 26.06 240.23 0.91 
2141 .40 0.69 236.26 2141 .15 -12.85 -23.49 -12.85 26.77 241 .32 0.93 
2235.09 0.65 217.68 2234.84 -13.58 -24.28 -13.58 27.82 240.78 0.23 

2328.78 0.70 218.70 2328.52 -14.45 -24.96 -14.45 28.84 239.93 0.05 
2422.47 0.78 149.29 2422.20 -15.44 -25.00 -15.44 29.38 238.29 0.90 
2516.16 0.78 221 .54 2515.89 -16.47 -25.09 -16.47 30.01 236.73 0.98 
2809.85 0.78 233.22 2609.57 -17.32 -26.02 -17.32 31 .26 236.35 0.17 •• 2703.54 0.82 239.94 2703.25 -18.04 -27.11 -18.04 32.57 236.36 0.11 • • ••• • 

• •••••• 2797.23 0.82 256.64 2796.93 -18.53 -28.34 -18.53 33.86 236.83 0.25 .. . 
• 2890.92 0.71 295.22 2890.61 -18.44 -29.52 -18.44 34.81 238.02 0.55 

•••a • 2984.61 0.66 266.02 2984.30 -18.23 -30.59 -18.23 35.61 239.21 0.37 
• . 3078.30 0.37 247.99 3077.98 -18.38 -31 .41 -18.38 36.39 239.67 0.35 ... • ... . 3171 .99 0.31 259.67 3171 .67 -18.53 -31 .94 -18.53 36.93 239.87 0.10 • • •• 

• 3265.68 0.20 209.36 3265.36 -18.72 -32.27 -18.72 37.30 239.87 0.25 
•• 3359.37 0.25 185.16 3359.05 -19.07 -32.36 -19.07 37.56 239.49 0.11 • .. ....... 3453.06 0.46 102.31 3452.74 -19.35 -32.02 -19.35 37.41 238.85 0.52 

3546.75 0.65 138.99 3546.42 -19.83 -31 .30 -19.83 37.05 237.65 0.42 
3640.44 0.46 170.42 3840.11 -20.60 -30.89 -20.60 37.13 236.30 0.38 

3734.13 0.19 169.66 3733.80 -21 .12 -30.80 -21.12 37.35 235.56 0.29 
3827.82 0.27 104.09 3827.49 -21 .32 -30.56 -21 .32 37.26 235.09 0.28 
3921 .51 0.45 181 .23 3921 .18 -21 .75 -30.35 -21 . 75 37.34 2a..38 0.50 
4015.20 0.40 278.81 4014.86 -22.06 -30.68 -22.06 37.79 234.28 0.69 
4108.89 0.37 24.35 4108.55 -21.74 -30.89 -21.74 37.77 234.86 0.66 

4202.58 0.53 300.40 4202.24 -21.25 -31 .14 -21 .25 37.69 235.69 0.66 
4296.27 0.38 274.71 4295.93 -21 .00 -31 .82 -21.00 38.13 236.58 0.27 
4389.96 0.37 301 .59 4389.62 -20.82 -32.38 -20.82 38.50 237.27 0.19 
4483.65 0.32 296.83 4483.30 -20.54 -32.88 -20.54 38.77 238.00 0.06 
4577.34 0.38 328.46 4576.99 -20.16 -33.27 -20.16 38.90 238.79 0.21 

4671 .03 0.42 265.87 4670.68 -19.92 -33.77 -19.92 39.21 239.46 0.44 
4764.72 0.48 198.89 4784.37 -20.32 -34.24 -20.32 39.82 239.31 0.53 
4858.41 0 .14 .233.23 4858.06 -20.77 -34.46 -20.77 40.24 238.93 0.40 
4952.10 0 .14 .233.23 4951 .75 -20.90 -34.64 -20.90 40.46 238.89 0.00 
5045.79 0 .14 233.23 5045.44 -21 .04 -34.83 -21 .04 40.69 238.86 0.00 

5139.48 0.18 302.81 5139.13 -21 .03 -35.04 -21 .03 40.87 239.03 0.20 
5233.17 0.03 222.55 5232.82 -20.96 -35.18 -20.96 40.96 239.21 0.19 
5326.86 0.14 75.68 5326.51 -20.95 -35.09 -20.95 40.87 239.16 0.17 
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Measured Incl Drift Vertlcal Closure Closure Dogleg 
Depth Angle Direction TVD +N/-S +El-W Section Distance Direction Severity 

FT Deg Deg FT FT FT FT FT Deg Deg/100 

5420.55 0.12 54.59 5420.20 -20.87 -34.90 -20.87 40.66 239.13 0.05 
5514.24 0.20 128.67 5513.88 -20.91 -34.69 -20.91 40.51 238.92 0.21 

5607.93 0.18 173.73 5607.57 -21 .16 -34.55 -21 .16 40.51 238.52 0.15 
5701 .62 0.44 38.02 5701 .26 -21.02 -34.31 -21 .02 40.24 238.51 0.63 
5795.31 0.34 354.60 5794.95 -20.46 -34.11 -20.46 39.78 239.05 0.33 
5889.00 0.14 144.81 5888.64 -20.28 -34.07 -20.28 39.65 239.24 0.50 
5982.69 0.37 185.98 5982.33 -20.68 -34.04 -20.68 39.82 238.72 0.30 

6076.38 0.56 200.72 6076.02 -21.41 -34.23 -21 .41 40.38 237.97 0.24 
6170.07 0.64 182.49 6169.70 -22.37 -34.42 -22.37 41 .05 236.98 0.22 
8263.76 0.74 180.29 6263.38 -23.50 -34.44 -23.50 41 .70 235.69 0.11 
6357.45 0 .82 206.51 6357.07 -24.71 -34.75 -24.71 42.64 234.58 0.39 
6451 .14 0.87 151 .03 6450.75 -25.93 -34.70 -25.93 43.32 233.23 0.84 

6544.83 0.89 155.17 6544.43 -27.21 -34.05 -27.21 43.59 231 .37 0.07 
6638.52 1.11 208.43 6638.10 -28.67 -34.18 -28.67 44.61 230.01 0.98 
6732.21 0 .82 197.42 6731 .78 -30.10 -34.81 -30.10 46.02 229.14 0.37 
6825.90 0.81 196.27 6825.46 -31 .38 -35.19 -31.38 47.15 228.28 0.02 
6919.59 0.64 230.86 6919.15 -32.29 -35.72 -32.29 48.16 227.88 0.51 

7013.28 2.06 174.39 7012.81 -34.25 -35.90 -34.25 49.62 226.35 1.94 .... , 7106.97 2.28 182.92 7106.43 -37.79 -35.83 -37.79 52.07 223.48 0.42 • . 
•• 7200.66 2.12 206.93 7200.06 -41.19 -36.71 -41.19 55.17 221.71 0.99 

• 7294.35 2.26 229.74 7293.68 -43.93 -38.90 -43.93 58.68 221 .53 0 .94 •• 7386.06 2.15 226.61 7385.32 -46.28 -41 .53 -46.28 62.18 221 .91 0.18 • . .. . . ... • • . ..... 
• .. .. ...... 

• ... • • • •• 
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VES 

Seth Hardin certify that I am employed by Vaughn Energy Services. That I did on the day(s) 
of 01 /11 /12 through 01 /11 /12 conduct or supervise the taking of a Rate Gyro survey from a 
depth of O feet to a depth of 7386.06 fee~ that the data is true, correct, complete and 
within the limitations of the tool as set forth by Vaughn Energy Services, that I am authorized and qualifed 
to make this report; that this survey was conducted at the at the request of Petrohawk Operating for the 

i3ettye Hansard State 4s.·--s J.Jell # 1H API # 42-389-33061 in Reeves County, Texas ; 
and that I have reviewed this report and find that it conforms to the principles and procedures as set forth by 
Vaughn Energy Services 

Seth Hardin 
Service Technician 
Vaughn Energy Services 

•• • • •• • ••• 

••• • • • •• • 

•• • •• • • • • • • 

••• • • • • • • • • • • • • • • • • • 



Survey Certification Form 

I, Eric Fitzgerald certify that; I am employed by Learn Drilling 
Systems, inc. that I did on the day(s) of 01/14/2012 through 02/04/2012 
conduct or supervise the taking of a MWD Survey from a depth of G 28 to 1 ~ ; that 
the depth is true, correct, complete and within the limitations of the tools as set forth by 
Learn Drilling Systems, Inc., that I am authorized and qualified to make this report; that 
this survey was conducted at the request of P ,_.., e , , _ . for 
the B y sa ~ • in County, Texas; and that I have reviewed 
this report and find that it conforms to the principles and procedures as set forth by Learn 
Drilling Systems, Inc. 

101 Industrial Court 

Surveyor Nae 
MWD Operator 

Conroe, Texas 77301 
.. ... .. ~·· . . :. . . . . ( ••••••• • •• • ••• • •• • • • 

• • • • • 
3 J 756-7577 
•• 



November 26, 2012 

Railroad Commission of Texas 
Oil and Gas Division 
P.O. Box 12967 
Capitol Station 
Austin, TX 78711 

Attn : Pam Johns 
RE: Petrohawk Operating, l11c. 

Bettye Hansard State 45-3 #1 H 
Reeves County, Tx. 
API # 42-389-33061 
ONLINE FILING 

Enclosed, please find the original and one copy of the survey performed on the above referenced 
well by Learn Drilling Systems, Inc. (P-5 No. 491646). Other information required by your office is 
as follows: 

Name & Title 
of Surveyor 

Eric Fitzgerald 

Drain hole 
Number 
#1H 

Surveyed 
Depths 

6282' - 11 , 115' 

Dates 
Performed Type of Survey 

01/14/2012 - 02/04/2012 MWD 

A certified plat on which the bottom hole location is oriented both to the surface location and to the 
lease lines (or unit lines in case of pooling) is attached to the survey report. If any other 
information is required, please contact the undersigned at the letterhead address and phone 
number. 

Enclosures 

101 Industrial Court 
•• ••• 

Conroe, Texas 77301: : ••• ••• •••• 

•• ••• • • •• • • • • • • • • • • • 

• 
• ( • ) 756-7577 

• •• 



I 

I 

Learn Drilling Systems 
Survey Report 

Company: PETROHAWK ENERGY Dat e: 2/4/2012 Titnr: 08:13:09 Pagr: I 
Fir Id: Reeves County. Tx Co-ord inatt(NE) Rrfrrrnrc: 

itt: Bettye Hansard State 45-3 #1 H Vtrtiral (T\ 'D) Rrfrrrnrc: 
\\ tll: Well #45-3-1 H trlion (\' ) Rtftrrnrr: 
\\'r llpa lh: #1H un cy Calrula1ion \ lrlhod: 

un•ry: Learn MWD tarl Datt: 

Company: Learn Drilling Systems Engincr r: 
T ool: MWD:Std MWD Ticd-10: 

--
Well: Well #45-3-1 H lot Namr: 

Wtll Position : +N/- 0.00 ft Northing: 768866.81 ft Latiludr : 31 
+[/-\\' 0.00 ft Easling: 845981.49 ft Longitud e: 104 

Position l ncertainr~·: 

urvry 

~ID lnrl 
ft deg 

6170.07 0.64 
6282.00 0.88 
6314.00 1.85 
6346.00 4 .92 
6378.00 8.00 

6409.00 10.90 
6441 .00 13.89 
6473.00 16.53 
6505.00 18.91 
6537.00 21 .63 

6568.00 24.27 
6600.00 27.00 
6632.00 29.81 
6664.00 32.62 
6695.00 35.26 

6740.00 39.92 
6772.00 44.05 
6804.00 48.01 
6836.00 52.85 
6867.00 57.24 

6899.00 61.47 
6931 .00 66.21 
6963.00 70.96 
6986.00 74.04 
7018.00 77.91 

7050.00 80.72 
7081 .00 82.57 
7113.00 83.62 
7145.00 84.86 
7177.00 85.30 

7209.00 86.79 
7240.00 87.93 
7272.00 87.93 
7304.00 88.46 
7399.00 89.96 

7494.00 91 .10 
7590.00 91 .80 
7685.00 93.21 
7780.00 91.28 
7875.00 89.25 

7970.00 89.96 
8065.00 88.02 
8161 .00 89.08 
8256.00 89.69 

0.00 ft 

Azim T\'D NI 
deg ft ft 

182.49 6169.70 -22.37 
257.64 6281.62 -23.18 
346.75 6313.62 -22.73 
358.18 6345.56 -20.85 

0.82 6377.35 -17.25 

2.05 6407.93 -12.17 
2 .58 6439.18 -5.30 
3.63 6470.05 3.08 
3.46 6500.53 12.80 
4 .16 6530.55 23.86 

3.98 6559.09 35.91 
3.46 6587.94 49.73 
3.46 6616.09 64.92 
3.46 6643.45 81 .47 
3.46 6669.17 98.75 

3.46 6704.81 126.14 
2 .58 6728.60 147.51 
1.88 6750.81 170.52 
1.70 6771 .19 195.17 
1.00 6788.94 220.56 

0.12 6805.25 248.09 
359.06 6819.36 276.80 
359.59 6831 .04 306.58 
359.41 6837.95 328.51 

1.70 6845.71 359.55 

2.23 6851 .64 390.97 
1.88 6856.14 421 .62 
2.58 6859.99 453.36 
2.75 6863.20 485.17 
2.75 6865.95 517.01 

3.11 6868.15 548.89 
2.40 6869.58 579.82 
2.23 6870.74 611.78 
1.88 6871 .74 643.74 
2.05 6873.05 738.67 

2.40 6872.18 833.60 
2.05 6869.75 929.49 
1.17 6865.59 1024.36 
1.70 6861 .87 1119.25 
2.23 6861.43 1214.19 

2.40 6862.09 1309.11 
1.52 6863.76 1404.03 
1.35 6866.19 1499.97 
0.82 6867.21 1594.95 

• ••• .. ·-........ . . . • • • •• • • 
• • • • • • • •• • • • • • • •• 

• •• • ••• •• • • • 

E/W \' DL 
ft ft deg/100ft 

-34.39 -23.31 0.00 
-35.26 -24.14 0.85 
-35.62 -23.70 6.36 
-35.78 -21 .83 9.78 
-35.79 -18.23 9.67 

-35.65 -13.1 4 9.38 
-35.37 -6.28 9.35 
-34.91 2.12 8.29 
-34.31 11 .85 7.44 
-33.57 22.92 8.53 

-32.71 35.00 8 .52 
-31 .82 48.83 8 .56 
-30.90 64.05 8.78 
-29.90 80.62 8.78 
-28.85 97.92 8.52 

-27.20 125.34 10.36 
-26.08 146.74 13.04 
-25.19 169.76 12.47 
-24.42 194.42 15.13 
-23.82 219.82 14.28 

-23.56 247.34 13.43 
-23.77 276.04 15.11 
-24.12 305.80 14.92 
-24.31 327.72 13.41 
-24.00 358.75 13.94 

-22.92 390.1 9 8.93 
-21.82 420.86 6.07 
-20.59 452.63 3.93 
-19.11 484.46 3.91 
-17.58 516.33 1.37 

-15.95 548.25 4,79 
-1 4.46 579.21 4.33 
-13.17 611 .18 0.53 
-12.02 643.17 1.98 

-8.76 738.15 1.59 

-5.07 833.14 1.26 
-1 .35 929.10 0.82 
1.32 1024.01 1.75 
3.70 1118.93 2.11 
6.95 1213.92 2.21 

10.79 1308.91 0.77 
14.04 1403.89 2.24 
16.44 1499.86 1.12 
18.24 1594.85 0.85 

Site· Bettye Hansard State 45-3 #1 H 
SITE 3115.0 
Well (O.OON,O.OOE.1.58Azi) 
Minimum Curvature Dh: Sybase 

1/21/2012 

DSmith 
From: Pilot Hole 

43 39.911 N 
2 44.180 W 

Build T urn ClsO C lsA 
deg/1001! deg/100ft ft deg 

0.00 0.00 41 .03 236.96 
0.21 67.14 42.19 236.68 
3.03 278.47 42.25 237.46 
9.59 35.72 41.41 239.76 
9.62 8.25 39.73 244.26 

9.35 3 .97 37.67 251 .16 
9.34 1.66 35.77 261.47 
8.25 3 .28 35.05 275.04 
7.44 -0.53 36.62 290.46 
8.50 2 .19 41 .18 305.40 

8.52 -0.58 48.58 317.67 
8.53 -1 .62 59.04 327.39 
8.78 0 .00 71.90 334.55 
8.78 0.00 86.79 339.85 
8.52 0 .00 102.88 343.71 

10.36 0 .00 129.04 347.83 
12.91 -2 .75 149.80 349.98 
12.37 -2 .19 172.37 351.60 
15.12 -0.56 196.69 352.87 
14.16 -2 .26 221.85 353.84 

13.22 -2 .75 249.20 354.58 
14.81 -3 .31 277.82 355.09 
14.84 1.66 307.53 355.50 
13.39 -0.78 329.41 355.77 1 
12.09 7.16 360.35 356.18 

8.78 1 .66 391.64 356.64 
5.97 -1 .13 422.18 357.04 
3.28 2 .19 453.83 357.40 
3.87 0 .53 485.54 357.74 
1.37 0 .00 517.31 358.05 

4 .66 1.12 549.12 358.34 
3.68 -2.29 580.00 358.57 1 
0.00 -0.53 611 .92 358.77 
1.66 -1 .09 643.85 358.93 
1.58 0.18 738.72 359.32 

1.20 0.37 833.61 359.65 
0.73 -0.36 929.49 359.92 
1.48 -0.93 1024.36 0.07 

-2.03 0 .56 1119.26 0.19 
-2.14 0.56 1214.21 0.33 

0.75 0 .18 1309.15 0.47 
-2.04 -0.93 1404.10 0.57 
1.10 -0.18 1500.06 0.63 
0.64 -0 .56 1595.05 0.66 1 
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Com pa n, ·: PETROHAWK ENERGY 
Fi r id : Reeves County, Tx 

Learn Drilling Systems 
Survey Report 

Oatr: 2/4/2012 Time: 08:13:09 l'aj!t: 
Co-ordina tr(:XE) Rrfrrrnrr: Site: Bettye Hansard State 45-3 #1 H 

2 

itr: Bettye Hansard State 45-3 #1 H Vrrtiral (T\ "O) Rrfrrrnrr: SITE 3115.0 
W rll: Well #45-3-1 H 
W r llpath : #1H 

un1ty 

\10 Ind Azim T \ "O :XI 
ft deg deg ft ft 

8351 .00 90.13 0 .29 6867.36 1689.94 

8446.00 89.69 1.88 6867.51 1784.92 
8541 .00 89.69 1.88 6868.02 1879.87 
8636.00 90.48 1.70 6867.88 1974.82 
8732.00 91 .63 1.70 6866.12 2070.76 
8827.00 90.75 3.81 6864.14 2165.63 

8922.00 90.75 4 .86 6862.90 2260.35 
9018.00 91.54 6.09 6860.98 2355.89 
911 3.00 91 .45 9.08 6858.50 2450.01 
9208.00 90.84 11 .90 6856.60 2543.40 
9303.00 93.12 15.94 6853.32 2635.53 

9398.00 91.28 14.71 6849.67 2727.07 
9493.00 86.97 9.96 6851 .12 2819.82 
9588.00 85.82 6.62 6857.10 2913.63 
9683.00 86.61 5.74 6863.37 3007.87 
9778.00 88.02 2.75 6867.82 3102.49 

9873.00 90.22 0.82 6869.28 3197.42 
9968.00 90.40 0.47 6868.77 3292.42 

10063.00 89.43 359.24 6868.91 3387.41 
10158.00 89.08 359.06 6870.14 3482.39 
10253.00 88.64 358.89 6872.03 3577.36 

10348.00 92.24 358.71 6871 .30 3672.32 
10444.00 92.33 358.71 6867.48 3768.22 
10539.00 91 .36 358.01 6864.42 3863.13 
10634.00 91.36 357.48 6862.16 3958.03 
10729.00 92.86 357.48 6858.66 4052.87 

10825.00 90.84 357.13 6855.57 4148.71 
10920.00 90.66 357.13 6854.32 4243.58 
11115.00 88.72 357.31 6855.38 4438.34 

Casing Points 

i\lD T\'D Oi:11nr ttr llole "'i l.iC Namr 

A nnota tion 

i\10 T\'D 

trtion {\ " ) lltftrrnrr: Well (O.OON,O.OOE, 1.58Azi) 
111"\' t~ Calrula tion \lrtbod : Minimum Curvature 

E/W 
ft 

19.16 

20.96 
24.08 
27.04 
29.89 
34.46 

41.64 
50.79 
63.33 
80.62 

103.45 

128.54 
148.82 
162.49 
172.70 
179.72 

182.68 
183.75 
183.51 
182.10 
180.40 

178.41 
176.25 
173.53 
169.79 
165.62 

161 .11 
156.35 
146.89 

,·s DLS Build 
ft deg/100ft deg/100ft 

1689.83 0.73 0.46 

1784.82 1.74 -0.46 
1879.82 0.00 0.00 
1974.82 0.85 0.83 
2070.80 1.20 1.20 
2165.75 2.41 -0.93 

2260.63 1.11 0.00 
2356.39 1.52 0.82 
2450.83 3.15 -0.09 
2544.65 3.04 -0.64 
2637.37 4.88 2.40 

2729.58 2.33 -1.94 
2822.85 6.75 -4.54 
2917.00 3.71 -1 .21 
3011.48 1.24 0.83 
3106.26 3.48 1.48 

3201 .24 3.08 2.32 
3296.23 0.41 0.19 
3391.18 1.65 -1.02 
3486.09 0.41 -0.37 
3580.97 0.50 -0.46 

3675.84 3.79 3.79 
3771.64 0.09 0.09 
3866.44 1.26 -1.02 
3961.20 0.56 0.00 
4055.89 1.58 1.58 

4151 .57 2.14 -2.10 
4246.28 0.19 -0.19 
4440.70 1.00 -0.99 

•• •! • - •• ··'! 
r, . . . .. 

•• • • • • • • • r • • • • • •• • • • 

T urn 
deg/1 OOft 

-0.56 

1.67 
0.00 

-0.19 
0.00 
2.22 

1.11 
1.28 
3.15 
2.97 
4 .25 

-1 .29 
-5.00 
-3.52 
-0.93 
-3.15 

-2.03 
-0.37 
-1.29 
-0.19 
-0.18 

-0.19 
0 .00 

-0.74 
-0.56 
0 .00 

-0.36 
0 .00 
0.09 

.. . 
• • .•. .. 
•• 

Db: 

C lsO 
ft 

1690.05 

1785.05 
1880.02 
1975.01 
2070.98 
2165.90 

2260.73 
2356.43 
2450.83 
2544 .67 
2637.56 

2730.10 
2823.75 
2918.16 
3012.82 
3107.69 

3202.64 
3297.54 
3392.38 
3487.15 
3581.90 

3676.65 
3772.34 
3867.02 
3961 .67 
4056.25 

4151 .84 
4246.46 
4440.77 

Sybase 

ClsA 
deg 

0.65 

0.67 
0.73 
0.78 
0.83 
0.91 

1.06 
1.24 
1.48 
1.82 
2.25 

2.70 
3.02 
3.19 
3.29 
3.32 

3.27 
3.19 
3.10 
2.99 
2.89 

2.78 
2.68 
2.57 
2.46 
2.34 

2.22 
2.11 
1.90 

I 

I 
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W.N. HOLDER 

A-2647 
SECTION-67, BLOCK 
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NAD 83 
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§" 
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CHRIS ANTONE 

z u/ :::, 
A-6854 

I SECTION-4, BLOCK 45 
P S L :::f 

f: 
~, 
I: 
fl 

I 
~83 

v;!t~!]:~t~~ 1213'·---<:l.-, 

lAT•31 .7276aO I 
LONC• I04.049982~ 3 

- ------ - - - ------.....~:--=-·-1_2_13_· __ 
V 10 

H.W. HUDZIETZ I I 
A-4640 

SECTION-9, BLOCK 45 
P S L 

LPP 
Y•I0,816,216.11 
X•l ,142.574 13 

PETROHAWI< OPfAAffiG CO. 
BOTTOM HOU: LOCATION 
BETTYE HNjSAAI) STATE ~. I 1 H 
~ 27 
Y • 773.956.56 
X • 846,121 .65 
!AT. • 31.741750' N 
LONG. • 104.045701' w 
~83 
Y • 10,616,$.ll .01 
X • I. I 42,562.86 
!AT. • J1.74187G' N 
LONG. • 104.~17G' W 

T .D. CARR 
REEVES CO. A-3536 

CULBERSON CO. A-3773 
SECTION-3, BLOCK 45 

P S L 

635.957 ACRE UNIT 

PEIROHAWK OPfRA'IINC CO. 
SURFACE HOt.E LOCAllOH 
BETTYE HNjSAR() STATE 45-3, f 1 H 
N.<O 27 
El.£V. • 3015' 
Y • 768,866.81 
X • 845.981.49 
!AT. • 31.72n~ N 
LONG. • 104.045a06' W 
N.<O 83 
Y • 10,811,443.17 
X • 1, 142,442.72 
!AT. • 31 .727879' N 
LONG. • 104.046062' W 

SURVEY/SECTION/UNIT LINE ------­
W. D. GAY 

REEVES CO. A-3656 
CULBERSON CO. A-8862 
S ECTION- 10, BLOCK 45 

P S L 

1000 UiOO 2000 

SCALE: 1 " = 1 000 FEET 

! 

,, 
I 

..! 

N.<O 83 
Y•I0,818.530.87 
X•l .144,578.73 
IAT-31.742238 
LONC•104.0JJJJ1 

W.D. GAY 
A-3655 

SECTION - 2, BLOCK 45 
P S L 

X• 1, 144,4.32.58 
!AT•Jl .727812 
LONG• I 04.033232 l
~O~ll.213.23 

10 11 -------

JAS E . LUCY 
A-4018 

SECTION-11, BLOCK 45 
P S L 

JOB I: 1 106050 

1 HER03Y STATE THAT llilS Pl.AT 
SHOWS lliE SUBJECT LOCATION 8AS£O 
ON INl"ORMATION PR<MDEO B"f 

1HE CLIENT. 

~~e:JL-7/l 
ROBERT GLEN MALOY 

LINE BEARING 
L1 N 01'34'38" E 
L2 N 0 1·34 38- E 
L3 N 01'34'38" E 

GENERAL NOTES: 
1. Units or, Un lt•d Stote1 Survey F"ool. 
2. Vortlcol Ootum lo NAIJO 88. 
J. Area ond Ol1tonc:e1 or-• ·c,,a 

DISTANCE 
389. 16 

4385.59 
317.02' 

4. Combined Scale FoctCI' • 0.999821717 
5. Coordlnoln ore T1x01 Coordinate S)'SlM1 or 1983, Texo, 

Central Zone uo,,., oth.,..wiH ,toled. 
6 , a.«in91 or• boMd upon T•xo, Coordinate Syst..,, of 1983, 

Texo, c..,tral Zot1• ond or• baaed on the monument 
•1,1oro11• (Y • 10,607,101.88, X • 1,140,367.70). 

7 . All leou and tract ln formoUon .tho.n h.,.eon i, done 10 by 
llmfttd IHed r.c:ord lnformoUon only. AJ oaeoge, ahown 
hweon or. by d•td ond 1,011 coll, except wh•• noted. 
This fa not In ony way o ·eoundory Survey·. • • • • : ~ii!ii~~~~--· J , $,).!'I\,@ ! ~~1~~':.~tlng Compony• 

Suite 500 • • • • • 
Tuleo, Ok.lohomo 74136 • 

P~T O F: 
A PROPOSED WELL LOCATION FOR: 

PE'nllOHAWK 0..1!:ftATINO CO. 

BETTYE HANSARD STATE 46- 3, ffH 

. . 
• 
• • . . 
•• • 

SITUATED IN SECTION 3, BLOCK 45, A • 353!1, • • • : 
(REEVES co.), A - 3773 (CULBERSON CQ,) , • • 

T.D. CARR SURVEY. APPROX. 10 MILES 
SOUTHWEST OF ORLA. IN 

CULBERSON AND REEVES COUNTY, TEXAS 

Complet,on Dote: 07 /08/11 mo Nome 11 06050.0WG 
Scolo. 1 • 1000 • S..r,,oyed by W/RR 
Or own o:r J K Chocked by RM/TG 



API No. 42-389-33061 

Drilling Pennit # 

726746 

SWR bception Case Docl..et 0. 

I. RRC Operator 0. 

660146 

•• • •• • • • • • 

• • • •••• • • • • • • •• ...... · 
• •• • • • ••• 

••• • •• • • •• 

RA ILROA D COMM ISSION OF TEXAS FORM W-1 
OI L & GAS DIVI ION 

APPLICATION FOR PERMIT TO DRILL, RECOM PLETE, O R RE-ENTER l'cnn11 Statu, : Approved 

Tlm/llc.<11111/e W-1 ll'CIS gc11cratt•cl clectro11icC1llyfro111 dC1tt1 .rnh111111c,l 10 the RRC 
A ccr11fica11011 oftll<' t11110111mcd clm11 ,s m·t1ilC1hle III the RRC'.< A11r1i11 office. 

2. Operator's ame (as sho" n on fonn 1'-5. Organ11ation Repon) 3. Operator Address (include s treet. cny. state. 11p) 

PETROHAWK OPERATING COMPANY REGULATORY DEPARTMENT 
1360 POST OAK BLVD SUITE 150 

5. Well o. 4. Lease 'ame 
BETIYE HANSARD STATE 45-3 I 1H 

HOUSTON, TX 77056-0000 

GENERAL INFORMATION 

6. l'urpose of filing (mark ALL appropriate boxes): @ 'e" Droll D Rccompleuon O Rcclass O held I ransfcr O Re-Enter 

D Amended O Amended as Drilled (B II L)(AI o File Fonn W-1 D) 

7. Wellbore Profile (marl.. ALL appropriate boxes). D Ven,cal m Hori,onwl (Al~o File Fonn W-1 H) O Directional (Abo File Fonn W-1 D) D Sidctracl.. 

8. I otal Depth 19. Do you ha,e the right to develop 1he @ Yes D I 10. 1, this well subject 10 Statewide Ruic 36 (hydrogen sulfide area)'? D Yes @ 1'0 
12500 minerals under any rogh1-of-way'' 0 

SURrACt LOCATION AND ACREAGE INrORMATION 
11 . RRC District 0 I 12. Count) 113 urface Locallon @ Land D Bay 1,stuaf) O Inland Wa1erwa) O Off,hore 08 REEVES 

14. I h,s well is 10 be locaicd 10.0 miles in a SW d1rcct1on from Ori a which is the nearest 1own in 1hc county of 1he well snc. 

15. Scc1ion 3 116. Block 45 I 11. Suncy PSUCARR, TD 118. Abs1rnc1 'o. 3536 Ii 9. Dis1ance 10 ncnrest lease line: 467.0 
ft 120. Number of contiguou, acre, in 

· lca~c. rmolcd uni I. or 11111111cd 1rac1: 635.96 

21. Lease Pcrpcnd1eular;; 78.0 n. from the s line ancl 1213.0 n. from 1hc w line. 

22 . Sunc) l'erpcnd1cular., 78.0 fl from 1he s hne and 1213.0 n. from the w line. 

23. Is this a pooled um!'! D Yes @ ·o I 24 . un1111ation Docket 1'0. 125. Are you applyrng for ubstandard Acreage h eld'' D Yes (anach l orm \\ -IA) ~ l\o 

FI ELD INFORMATION List a ll liclds of a nticipated completion including Wildcat. List one zone per line. 

26 RRC D1stroc1 o. I 27. held o. I 2ll. 1·1cld ·ame (exac1ly as shown 111 RRC records) I 29. Well Type I 30. Comple11on Dcplh I 31. Distance 10 Ncarc,1 I 32. Number of Well, on 1h1s lea,e 
Well in this Rcscn oir m tlm Rc,crvo,r 

08 31913800 I FORD. WEST (WOLFCAMP) Gas Well 12500 0.0 

BOTTOMHOLF LOCATION INFORMATION is required for l)IRFCTIONAL. HORIZONTAL, AND AMl~NDED AS DRILLED PFRMIT APPLICATIONS 

Remarks Ccr1ifica1e: ---
I ccnif> 1ha1 inforonation stated in lhis upp l1cu11on 1~ 1rue and complete. 10 1hc bcs1 of m~ 
knowledge 

RRC User 1012112011 

·ame of filer Date Submntcd 

RRC l st Onl) Date \ alida11on I 11nc lamp. \ Ion. X Jun 2015 OR;~ I :02 Phone !·mail Addrc"(Ol't 10 AL) 

Page I of I 



•• • . • •• • • • • • • • • •• ••• • • • • • • • • •• • • • • • • - • • •• • ••• • •• 

N J . M . L EDENHAM I 
EEVE:S CO. A-3481 

L B ERSON CO. A- 1 ~7 1 , 
CT ION- I , B LOCK 11 2 • 

~z~· I., ~~"'z,c,. 
l:~~fi~ .. 

W. N . 1-IOLDER 
A-26-47 

S E C TION -67, B LOCK 
P S L 

- - 4 l I ....a..:=---~~--SU~/S£~/1Jlf1T/BLOCI( l11£ 

i;i;... 0 ~ - ~ 6S 67 
3 1213'-.---~4 _ _ _ _ 

I 
iJ 

~ 
~,! ,.w .~ 

C H RIS A NTONE I A - 6854 
SECTION--1, B LOCI< 45 

P S L ~ 

i: 
l J 

I: ~, 
t 

I 
NAO 83 

v;-11:~!1:trn ,213·---'-
t..AT-31.7271,80 I 

LONG~ t04.049962.~ 3 
---- --- _ _ _ -=------~ _ __._. _12_ 1_3_• --

9 1 0 

H .W. H UOZI E T Z I I 
A-4640 

SE CTIO N -9 . BLOCK 45 
P S L 

F~ TIER 0 

f'£111()W,WK OPCRAll NG CO. 
OOTTOII HOLE l.()CJ(OON 

BEm'£ '1>Ns,il0 ST"1E 45-J. # 1tt 
NAll I1 
Y - 773.9~.56 
l( - 840.12.1.s:I 
LAr. a 31.741750' N 
L<llf-0. - 104.0 '4-!>70 1" W 
Nf.O 83 
v - 10.e1e.m .01 
X - 1.142.582.86 
LAT. • 31 .741876" N 
~ . o 1<H~ernr w 

T.O. CARR 
REEVES CO. A-3536 

CULBERSON CO. A-37 73 
SECTIO N-3. B L OCK '°'5 

P S L 

635.957 ACRE UNIT 

~ <lf'ERAl\HC CO. 
SURf ACE Hex.£ I.OCat.llON 
SEll'IE HH!S.IRO STATE <5-3, 
NAil I1 
ELEV. a 3015" 
V • 168.868.61 
X a 8 45,961.49 
LAT. • :ll .727153" t< 
LOKG. • 1~ .0 4~60~· W 
NM) 83 
y - 10,611 ,HJ . 17 
X • l ,14:Z.442.72 
W . • JI . 727879' N 
LONG. • I CH .04 5062" II' 

#1H 

SURVEV/S(CTIOM/VNII UNE ______ _ 

W.D. GAY 
REE VES CO. A-3656 

CUL SERSON CO. A - 8882 
SCCTION- 10, BLOCK 45 

P S L 

500 1000 2000 JOQO 

SIJ RVBY IN O C~M PJ\NY 

i!l.°"cl.,1"'Rc.os,Rt~•,1oo~,-x,""~~~\..W:S-1m6 SCALE: 1" • 1000 FEET Cosf.rrit"l ' ,.o,o IJ flit... ,_ .... _ •• ________________ ___ ____ _ 

P S L 

W.O. GAY 
A-3655 

SECTION-7. , BLOCK 45 
P S L 

.JAS E. LUCY 
A-40 1 8 

SECTION-11 , B L OCK 4~ 
P S L 

JOB H: 1106050 

r HEREBY STATE THAT llilS PlAT 
SHOWS lHE SUBJECT lOCA1l)N IIASEO 
00 INF"~ PRO..,DED BY 
l HE CUElfT. 

~~a..~ 
ROBERT GLEN MALOY 

LINE BEARJHG 
Ll M 01·34 33• E 
L2 N 01·34 38" E 
L3 N 0 1'3438~ E 

GENERAL NOTES: 
I. Untts or• Ulil~d Stales ~1111y F'col 
2. Vtrllc;d OohJM I, NAVO 88. 
3. .VCQ or,d (l(.tanCGO are '"Crrd". 

DIST~CE 
J89. 16' 

4J85.59 
Ji7.02' 

+. Combined Sall<t fo- • 0.99Sll21717 
!!>. C--dlnolu ore TO>IOI CoordlrkJle Sielom of UUIJ, T• xaa 

Cenltol Zone uoleu olt')c!t,rwfse • toted. 
6. 6-..ig• aro b°""d upon Texos Coo<dhalo Systorn ol 196J, 

ro)'CU Centto4 ZO"te ond ore baH d on lh• monument 
·i.1 ... 11>" (Y • t0,607,101. 88, l( • I, 140,367. 70). 

7. Ari 1110.se 41n d lroci lnf«moUon shtMfl h.veon 11 clon• .a by 
llmlled dead record ln lorrnoUon Oflly. All O<Y""9.S ohoWfl 
hcroon er• by duo orid leo.H cO:t. •:.ccc:pl w:hu• not~ 
This b nol It) any,...}' o · eo..ndary ~rwf . 

jJsi¢$i4#)~~o1.!":':11nq C0<npony 

Suite 500 
T..iso. Oldot>omo H 138 

PLA.T OF: 
A PROPOSED WELL LOCATION fOR, 

PETROHAWK OPEAA11NO CO. 

BETTY// HANSARD ST.Ari/ 46 - S. I IH 

SITUATED IN SECTION .3, Bl.OCI( <IS. A - 3536 
(RE£\IES co.). A - .3773 (CULBERSON co.) 

T.O. CARR SURVEY, APPROX. 10 MUS 
• SOUrHW£ST Of ORI.A, l~ 

CUl.DERSON N-i.U RE£VE:S COUHl'i, TEXA'S 

Co""fle llon _?o1.- 07 /08/11 F11e '"''""· 1106050.DWC 

Ll/RR 
°""'11 I>\': J K Ch«~.ed by. RM/TG 



• • • • • •• • •• 

•••••• ..,. .. . : ... 
• • •• • • • • • • •• • •• • • • • • • • • 

File No. _ M...__._..~--:.\ ..1...,;\ \'-=~]_._a::.:;.._ __ _ 
\~ 

Roo)J.Qe, County 

~\fr¢n\<t~t £\\?\ ?f8-~\ 
Date Filed: (a ., t/1- IS: 
By~ ro,ge P. Bush, Comm;ss;one. 



RAILROAD COMMISSION OF TEXAS 

1701 N. Congress 
P.O. Box 12967 

Aust in, Texas 78701-2967 

Status : 

Date: 

Tracking No.: 

Form G-1 
Approved 

11125/2014 

104924 

GAS WELL BACK PRESSURE TEST, COMPLETION OR RECOMPLETION REPORT, AND LOG 

Operator Name: BHP BILLITON PET(TXLA OP) co 
Operator Address : 1360 POST OAK BLVD STE 150 HOUSTON, TX 77056-0000 

API No.: 42-389-33502 

Well No. : 2H 

Lease Name: BETIYE HANSARD STATE 45-3 

RRC Gas ID No.: 272207 

WELL INFORMATION 
County: REEVES 

RRC District No.: 08 

Field Name: PHANTOM (WOLFCAMP) 

Field No.: 71052900 

Location: Section: 3, Block: 45, Survey: PSL, Abstract: 3536 

Latitude: 

This well is located 

direction from ORLA, 

10 

Longitude : 

miles in a sw 

which is the nearest town in the county. 

Purpose of fil ing : Initial Potential 

Type of completion : New Well 

Well Type: Producing 

Type of Permit 
Permit to Drill , Plug Back, or Deepen 

Rule 37 Exception 

Fluid Injection Permit 

O&G Waste Disposal Permit 

Other: 

FILING INFORMATION 

Completion or Recompletion Date: 06/09/2013 

Date Permit No. 
10/30/2012 750470 

COMPLETION INFORMATION 
Spud date: 02/14/2013 Date of first production after rig released : 06/09/2013 

Date plug back, deepeni ng, recompletion, or 
drilling operation commenced: 05/21/2013 

Number of producing wells on this lease in 
th is field (reservoir) including this well: 

Total number of acres in lease : 635.96 

Total depth TVD (ft.): 10619 

Plug back depth TVD (ft.): 10616 

Was directional survey made other than 
inclination (Form W-12)? Yes 

Recompletion or reel.ass? No 

Date plug back, deepening, recompletion, or 
drilling operation ended : 06/05/2013 

Distance to nearest well in lease & 
reservoir (ft.): 0.0 

Elevation (ft.): 3089 GL 

Total depth MD (ft.): 15414 

Plug back depth MD (ft.): 15261 

Rotation time within surface casing (hours): 
Is Cementing Affidavit (Form W-15) attached? 

Multiple completion? No 

Type(s) of electric or other log(s) run : Neutron/Density logs (combo of tools) 

Electric Log Other Description: MWD GR/CBUCCL 

No 

Location of well, relative to nearest lease boundaries Off Lease: No 

of lease on which th is well is located: 215.0 Feet from the South Line and 

670.0 Feet from the East Line of the 

BETTYE HANSARD 45-3 Lease. 

FORMER FIELD (WITH RESERVOIR) & GAS ID OR OIL LEASE NO. 
Field & Reservoir Gas ID or Oil Lease No. Well No. Prior Service Type 

Page 1 014 
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• 
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• •• • • • • ••• 

G1 : N/A 

PACKET: N/A 

FOR NEW DRILL OR RE-ENTRY, SURFACE CASING DEPTH DETERMINED BY: 

GAU Groundwater Protection Determination Depth (ft.): 650.0 Date: 11 /02/2012 

SWR 13 Exception Depth (ft.): 2700.0 

GAS MEASUREMENT DATA 
Date of test: 06/19/2013 Gas measu rement method(s) : 

Gas production du ring test (MCF): 10056 Orifice Meter, Flange Taps 

Was the well preflowed for 48 hours? Yes 

Orif. or 24 hr. Coeff. Flow 
Run Line Choke Orif. Or Choke Static Pm or Diff Temp Temp. Gravity Compress Volume 
No. size Size (in.) (in .) Choke (in.) (hw) (OF) (Ftf) (Fg) (Fpv) (MCF/day) 

3.068 1.750 20668.46 312.0 107.0 118.0 0.9485 0.8260 0.913 3352.0 

FIELD DATA AND PRESSURE CALCULATIONS 
Gravity (dry gas) : 0 .721 

Gas-Liqu id Hydro Ratio (CF/Bbl) : 

Avg. shut in temp. (°F): 131.0 

23773 

Gravity (liquid hydrocarbons) (Deg. A PI): 58.0 

Gravity (mixture) : Gmix= 0.826 

Bottom hole temp. and depth: 159.0 °F@ 10619.0 FT 

Run No. Time of Run (Min.) Choke Size (in.) Wellhead Pressure (PSIA) Wellhead Flow Temp (°F ) 

SHUT-IN 4320 

4320 2034 

CASING RECORD 

3419 

2034 

102.0 

118.0 

Casing Hole Setting Mu lt i - Multi - Cement Slurry Top of TOC 
Type of 
Casing 
Surface 

~ Size Depth Stagelool StageShoe Cement Amount Voiume Ceirient DetermTned 
Row (in.) (in.) (ft.) Depth (ft.) Depth (ft.) Class (sacks) (cu. ft.) (ft.) By 

13 3/8 17 1/2 2696 C 3002 3992.0 0 Circulated to Surface 

2 Intermediate 9 5/8 12 1/4 5774 

3 Intermediate 7 8 3/4 9540 

4 Tapered Production 5 6 1/8 15402 

Liner Hole Li ner Liner 
Row Slie(m.) Size(i"n .) Top(ft.) Bottom(ft.) 

N/A 

Row Size (in .) 

N/A 

LINER RECORD 

Cement 
Class 

TUBING RECORD 

Depth Size (ft.) 

c 

H 

H 

768 

565 

595 

1563.0 785 

1175.0 1713 

708.0 7960 

Cement Slurry Top of 
Amount Volume Cement 
(sacks) (cu. ft.) (ft.) 

Calculation 

Calculation 

Calculation 

TOC 
DetermTned 

By 

Packer Depth (ft.)/Type 

I 

PRODUCING/INJECTION/DISPOSAL INTERVAL 

Row Open hole? 

No 

From (ft.) 

L 1 10718 

To (ft.) 

15254 

Page 2 of4 



ACID, FRACTURE, CEMENT SQUEEZE, CAST IRON BRIDGE PLUG, RETAINER, ETC. 
Was hydraulic fracturing treatment performed? Yes 

Is well equipped with a downhole actuation 

sleeve? No 
If yes, actuation pressure (PSIG): 

Production casing test pressure (PSIG) prior to 

hydraulic fracturing treatment: 

Actual maximum pressure (PSIG) during hydraulic 

fracturing: 

Has the hydraulic fracturing fluid disclosure been 
reported to FracFocus disclosure registry (SWR29)? Yes 

Row Type of Operation 

Fracture 

Amount and Kind of Material Used 

501 BBLS 15% HCL; 25567 BBLS S/W; 4265 BBLS LINEAR; 
73763 BBLS X-LINK; & 1566865 # 40/80 & 20/40 MESH PROP 

FORMATION RECORD 

Depth Interval (ft.) 

10718.0 15254.0 

Is formation 
Formations 

2ND BONE SPRING SAND 

WOLFCAMP 

MIDDLE WOLFCAMP 

Encountered Depth TVD (ft.) Depth MD (ft.) isolated? 

No 

No 

No 

7693.0 

9364 .0 

9770.0 

7693.0 

9366.0 

9774.0 

No 

No 

No 

Remarks 

o the producing interval of this well produce H2S with a concentration in excess of 100 ppm (SWR 36)? No 

s the completion being downhole commingled (SWR 10)? No 

ELL WAS DRILLED AS A VERTICAL PILOT HOLE. THEN PLUGGED BACK AND DRILLED AS A HORIZONTAL. 

Page 3 of4 
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RRCREMARKS 
PUBLIC COMMENTS : 

(RRC Staff 2014-06-11 14 :34:02.874) EDL=4536 feet. max acres=704, PHANTOM (WOLFCAMP) oil or gas well 

CASING RECORD : 

5" X 4-1/2" XO OVER IS@ 9,755' MO 

TUBING RECORD: 

WELL NOT TUBED UP FIELD RULES ALLOW 180 DAYS. 

PRODUCING/INJECTION/DISPOSAL INTERVAL : 

ACID, FRACTURE, CEMENT SQUEEZE, CAST IRON BRIDGE PLUG, RETAINER, ETC.: 

GAS MEASUREMENT DATE REMARK: 

(713) 961-8561 

Title: Sr. Regulatory Specialist 

Date Certified: 11/25/2014 

Page 4 of4 
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RAILROAD COMMISSION OF TEXAS Form G-1 

1701 N. Congress 
P.O. Box 12967 

Austin, Texas 78701-2967 

Status: 

Date: 

Tracking No.: 

Approved 

05/30/2014 

79793 

GAS WELL BACK PRESSURE TEST, COMPLETION OR RECOMPLETION REPORT, AND LOG 

Operator Name: BHP BILLITON PET(TXLA OP) co 
Operator Address: 1360 POST OAK BLVD STE 150 HOUSTON, TX 77056-0000 

API No.: 42-389-33502 

Well No.: 2H 

WELL INFORMATION 
County: REEVES 

RRC District No. : 08 

Lease Name: BETIYE HANSARD STATE 45-3 

RRC Gas ID No.: 272207 

Field Name: PHANTOM (WOLFCAMP) 

Field No.: 71052900 

Location: Section: 3, Block: 45. Survey: PSL. Abstract: 3536 

Latitude : 31 

This well is located miles in a 

d irection from 10 MILES SW DIRECTION FROM ORLA, 

which is the nearest town in the county. 

Longitude : -104 

FILING INFORMATION 

Purpose of filing : Well Record Only 

Type of completion: New Well 

Well Type: Shut-In Producer 

Type of Permit 
Permit to Drill, Plug Back, or Deepen 

Rule 37 Exception 

Fluid Injection Permit 

O&G Waste Disposal Permit 

Other: 

Completion or Recompletion Date: 

Date 
10/30/2012 

COMPLETION INFORMATION 

04/11 /2013 

Permit No. 
750470 

Spud date: Date of first production after rig released: 04/11/2013 

Date plug back, deepening , recompletion, or 
drilling operation commenced: 02/14/2013 

Number of producing wells on this lease in 
this field (reservoir) including this well : 

Total number of acres in lease : 635.96 

Total depth TVD (ft.): 10617 

Plug back depth TVD (ft.): 10615 

Was directional survey made other than 
inclination (Form W-12)? Yes 

Recompletion or reclass? No 

Date plug back, deepening, recompletion, or 
drilling operation ended: 04/11 /2013 

Distance to nearest well in lease & 
reservoir (ft.): 0.0 

Elevation (ft.): 3089 GL 

Total depth MD (ft.) : 15414 

Plug back depth MD (ft.): 15264 

Rotation time within surface casing (hours): 
Is Cementing Affidavit (Form W-15) attached? 

Multiple completion ? No 

Type(s) of electric or other log(s) run: Neutron/Density logs (combo of tools) 

Electric Log Other Description: 

Yes 

Location of well, relative to nearest lease boundaries Off Lease: No 

of lease on which this well is located: 215.0 Feet from the South Line and 

670.0 Feet from the East Line of the 

BETIYE HANSARD 45-3 Lease. 

FORMER FIELD (WITH RESERVOIR) & GAS ID OR OIL LEASE NO. 
Field & Reservoir Gas ID or Oil Lease No. Well No. Prior Service Type 
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G1 : N/A 

PACKET: N/A 

FOR NEW DRILL OR RE-ENTRY, SURFACE CASING DEPTH DETERMINED BY: 

GAU Groundwater Protection Determination 

SWR 13 Exception 

Depth (ft.): 650.0 

Depth (ft.): 2700.0 

Date: 11/02/2012 

GAS MEASUREMENT DATA 
Date of test: Gas measurement method(s): 

Gas production during test (MCF): 

Was the well preflowed for 48 hours? No 

Orif. or 24 hr. Coeff. 
Run 
No. 

Line 
size 

Choke Orif. Or Choke 
sl'ze(1n.) (in .) 

Static Pm or 
Choke (in.) 

Diff 
(hw) 

Flow 
Temp 
("F) 

Temp. Gravity 
(Ftf) (Fg) 

Compress 
(Fpv) 

Volume 
(MCF/day) 

N/A 

FIELD DATA AND PRESSURE CALCULATIONS 
Gravity (dry gas): 

Gas-Liquid Hydro Ratio (CF/Bbl): 

Avg. shut in temp. (°F): 

Gravity (liquid hydrocarbons) (Deg. API): 

Gravity (mixture): Gmix= 

Bottom hole temp. and depth: "F@ FT 

Run No. Time of Run (Min.) Choke Size (in.) Wellhead Pressure (PSIA) Wellhead Flow Temp (°F ) 

N/A 

Row 

2 

3 

Type of 
Casing 
Surface 

Intermediate 

Intermediate 

CASING RECORD 

Casing Hole Setting Multi - Multi • Cement Slurry Top of TOC 
Size Size Depth Stagelool StageShoe Cement Amount Volume Cement DetermTned 
(in .) (in.) (ft.) Depth (ft.) Depth (ft.) Class (sacks) (cu. ft.) (ft.) By 

13 3/8 17 1/2 2696 

9 5/8 12 1/4 5774 

7 8 3/4 9540 

c 

c 

H 

3002 3992.0 

1563.0 

1175.0 

O Circulated to Surface 

798 Calculation 

1713 Calculation 

4 Tapered Production 4 1/2 6 1/4 15402 H 

785 

565 

595 708.0 9700 Cement Evaluation Log 

Liner Hole Liner Liner 
Row s fze{m.) Size(rn.) Top(ft.) Bottom(ft.) 

Row Size (in.) 

N/A 

LINER RECORD 

Cement 
Class 

TUBING RECORD 

Depth Size (ft.) 

Cement Slurry Top of 
Amount Volume Cement 
(sacks) (cu. ft.) (ft.) 

TOC 
DetermTned 

By 

Packer Depth (ft.)/Type 

I 

PRODUCING/INJECTION/DISPOSAL INTERVAL 

Row Open hole? 

N/A 

From (ft.) 

L 

Page 2 of4 
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ACID, FRACTURE, CEMENT SQUEEZE, CAST IRON BRIDGE PLUG, RETAINER, ETC. 

Was hydraulic fracturing treatment performed ? No 

Is well equipped with a downhole actuation 

sleeve? No 
If yes, actuation pressure (PSIG): 

Production casing test pressure (PSIG) prior to 

hydraulic fracturing treatment: 

Actual maximum pressure (PSIG) during hydraulic 

fracturing: 

Has the hydraulic fracturing fluid disclosure been 
reported to FracFocus disclosure reg istry (SWR29)? No 

Row Type of Operation Amount and Kind of Material Used Depth Interval (ft.) 

N/A 

Formations 

BONE SPRING 

DEAN 

WOLFCAMP 

FORMATION RECORD 

Is formation 
Encountered Depth TVD (ft.) Depth MD (ft.) isolated? 

6290.0 

9044 .0 

9358.0 

6290.0 

9044.0 

9358.0 

Remarks 

o the producing interval of this well produce H2S with a concentration in excess of 100 ppm (SWR 36)? No 

s the completion being downhole commingled (SWR 10)? No 

ILOT HOLE TO 11,100'. PILOT HOLE PLUGS SET@ 11,080' AND 10,500'. 4 1/2" X 5" TAPERED PRODUCTION CASING 
ET 9 755'. KOP = 9 855'. WELL IS TOE UP. 

RRC REMARKS 

PUBLIC COMMENTS: 
IRRC Staff 2014-04-21 14:47:21 .56] Per Jim (4/15/14): Re. tapered csg hole size, vertical pilot hole Is 6-1 /8" diameter. Plug was set lateral was drilled 
6-1/4" diameter bit. 

CASING RECORD : 
6-1/8" PILOT HOLE TO 11 ,100'. PILOT HOLE PLUGS SET@ 11 ,080' AND 10,500'. 4 1/2" X 5" TAPERED PRODUCTION CASING SET @ 9,755' IN 
6-1/4" HOLE. KOP = 9,855'. WELL IS TOE UP. 

TUBING RECORD: 

PRODUCING/INJECTION/DISPOSAL INTERVAL : 

ACID, FRACTURE, CEMENT SQUEEZE, CAST IRON BRIDGE PLUG, RETAINER, ETC. : 

GAS MEASUREMENT DATE REMARK: 

Page 3 014 
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(713) 961-8561 

Title: Sr. Regulatory Special ist 

Date Certified: 04/21 /2014 
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RAJLROAD COMMISSION OF TEXAS 
Oil and Gas Division 

GAS WELL 
CLASSIFICATIO REPORT 

Form G-5 

T racking o.: 104924 This focsnnilc G-5 "as gcncra1cd clcc1ro111call) from da1a submmcd 10 1hc RR('. 

I OPERATOR AM I· (faacll) as shown on I onn P5 Organi,.aiion Rcpon) 3. RRC DI 'IRIC'l 0 . 4 0 11 I [ASF -.:o OR 
GA WFI L IO, O 

BHP B ILLITON PET(TXLA OP) CO 0 8 272207 

2. MAILING ADDRF 5. WELi o. 6. A t>I 0 . 

1360 POST OAK BL V D ST E 150 2H 42- 389-33502 
HO USTON, T X 77056 

7. cou TY 0 1· \VFL L ITE 
REEV ES 

. FIELD AM [ (as per RRC Records) 9. LEA E AME 

PHANTO M (WOLFC A M P) BETIYE HANSARD STATE 45-3 

10. LOCAT IO (Seclion, Block and Survey) 11. PIPELI E CONNECl ION OR U F OF GA 

3 , 45 , PSL , A-3536 BHP BILLITON PET (TXLA O P) CO 

PRODUCTION TE 'I AT RATE EL ECl ED BY OPERA1 OR A . .T.M . DI 1 ILLATIO OF LIQUID AMPLE. D1s11lla11on test is 
(data on 24-hour basis) required for ga~ wells O L Y i f the producing gas-liquid hydrocarbon 

ratio is less than 100,000 CF/barrel. 

A. Date of Test 
06/19/201 3 

13. Gas Volume 3352.0 (Mc() Date L1qu1d ample Obtamcd 0 7/10/2013 

C. Oi l or Condensate Volume 14 1.0 
(Bbl) Where Obtained: 0 eparator D Stock Tank 

D. Water Volume 3352.0 
(Bbl) 

~. Over r emp. (deg. F) % Over I emp. (deg. F) 

lmual 

E. Gas•Liqmd ll )•drocarbon Ratio 23773 
(Cf Bbl) 

Boilmg 
Temp. 

138 .0 60 286.0 

F. Flowing Tubing Pressure 2034 (psm) 10 16 8 .0 70 322.0 

G. Choke ize 2034 (in.) 20 196.0 80 362.0 

11. Casmg Pressure 203 4.0 (ps1a) 30 228.0 90 508 .0 

I. hut-in Wellhead Pressure-- 40 248.0 95 598.0 

Tubmg 341 9 (psia) 

50 270.0 End Pomt 610.0 

J. cparator Opcratmg Pressure 107.0 (p~lll) 

K . Color of tock I ank L1qu1d Straw 

L. Gravity of eparator Liquid 
58.0 0 

fotal Recovery 9 6 .0 
API percent 

M . Gravity of tock 1 ank Liquid 55.0 0 Residue 2 .0 
API percent 

N. pcc1fic Grnvlly of 1hc Gas Loss 2 .0 
percent 

(Air = I ) 0 .721 

RRC U SEO LY 
I declare under penalties prescribed in 

PETROHAWK OPERATING COMPANY Sec. 9 1. 143. Texas aiural Re ource Code. 
that I am authorized to make this repon . A t\11· 

1ha1 this repon was prepared by me or 
James M elear under my supervision and direct ion, and 

that da1a and facts stated therein arc true. IGNA1 URE 

correct. and complete to the best of my 
Sr. Regulatory Specialist 

know ledge. 
11 1 LI 

05/ 15/2014 

DATF CO TACT PER O 

(Type or Pn111 ) 

(713) 961-8561 EXT 8561 

PIIOl'lf ~lj~113FR • • ••• • • • • • • • -- - - -•• • • • • • • •• • •• • • • • • ••• • • • •• 



I rackin~ 's:o .. 104924 
oPERATORMMEANOA.OORESS~,ng <ot; Ute and :ip GAS WELL Reason for F, long Operator p.5 Organ,zabon No I RRC Dist No I G- J O 
BHP BILLITON PET(TXLA OP) CO STATUS REPORT D D 068596 08 
1360 POST OAK BLVD STE 150 RAILROAD COMMISSION OF TEXAS Survey Re1e11 

HOUSTON. TX 77056 0,1 and Gas D1V1s1on Test Penod 

PO Box 12967 
0 D Due Date 

Austin. Texas 78711·2967 
Tht1 fac;a.m,le G· 10 was gonerated o.lectronalty 

from dat8 1ubm1ttod 10 lhe RRC 
ln1balTes1 Cof1ecb0n Effective Date 

RRC IDENTNO DATE TESTED GAS PRODUCED CONDENSATE WATER PROO · · ·s tWH 
FIELD NAME MOIOAYIYR MCFIOAY •• PRODUCED BBUDAY PRESSURE PSIA 

• LEASE NAME WELL NO MARKX FOR GAS SPEC CONDENSATE X BOTTOMHOLE """FLOWING 
SHUT · IN WELL GRAVITY GRAVITY (API) PRESSURE PSIA PRESSURE PSIA 

PHANTOM (WOLFCAMP) 272207 06/19/2013 3352 MCF 141.0 BBL 1955.0 BBL 3419 

BEITYE HANSARD STATE 45-3 2H 0.721 58.0 2034 

MCF BBL BBL 

MCF 881 BBL 

MCF BBL DDO 

MCF BBL BBL 

MCF BBL BBL 

MCF BBi BBl 

MCF 881 BBi 

CERTIFICATION I declare under pen1Jbel ptNCri>ed tn Texu Netural Roeou,cee Code Sec 91 1.C3 thal I em aulhonz.ed IO make th., ,eport that tht:s ,epon was proparod by me or under my supemslOO end direebOn. and that data 
and facts 11ated hetem are uue. ooHect. and complete to 1he besl of my knowtedge 

G.W. WIRELINE. lNC 
S,gnatu,e JERRY GRAY Title Phone (940) 325-3617 0 111 05/15/2014 

• AN ASTERISK PREPRINTED ON A SURVEY IDENTIFIES WELL SUBJECT TO COMMINGLING TEST REQUIREMENT •' GAS PRODUCTION RATE. IN MCF IS TO BE REPORTED FULL-WELL STREAM INCLUDING 
CONDENSATE • • . PRESSURE FOR THE TEXAS HUGOTON FIELD IS REPORTED IN PSIG 

X AN "'JI: PREPRINTED ON A SURVEY IN THE BOTTOMHOLE PRESSURE BOX INDICATES A BOTTOMHOLE PRESSURE MUST BE REPORTED FOR THE WELL 

•• ••• •• ·- • • • • • • • • • •• • • • •• • • • • • • •• • •• • • • • • ••• • • • •• 



RAii ROAD C0"1MIS 10:S 0 1--1 EXA 

O,I and Gas Oh ision 
POl3o~ 12967 
Austin TX 7 711-2967 
wv,'\, rrc.sta1c.1.x.us 

CERTrFICA TE OF COMPLIA 1CE 
A D TRA SPORTATIO AUTHORITY 

Thi\ facsomilc P--4 wn, generated clcc1ronicnlly from dain <ubmincd 10 1he RRC 
T k' rac ' mg No.: 104924 ·r, f I d d . ·1 bl I RRC ff A ceno 1ca11on o t >e au10111a1e ata IS 3\"31 3 C In l lC "s Ausun o ice 

I. Field name exactly as shown on prorauon schedule 2. Lease name as shown on prorauon schedule 
PHANTOM (WOLFCAMP) BETTYE HANSARD STATE 45·3 

3. Current opcrntor name exactly as shown on 1'·5 Orgmwmion Report 4. Operator P-5 no. I 5. Oil l.sc Gas ID no 16. County 
BHP BILLITON PET(TXLA OP) CO 068596 272207 REEVES 

. Operator addrc s includmg cuy, state, and 1ip code 9. Well no(s) (sec mstrucuon I l 

1360 POST OAK BL VD STE 150 2H 

P-4 

17. R RC district 
08 

HOUSTON, TX 77056 10. Class,ficauon I ' I. I ffecuve Date 

D 0 11 IZJ Gas D Other (sec instrucuon A) 06/09/2013 

12. Purpose of F,hng. (Complete section a or b below.) ( cc mstrucuons Band G) 
a. Change of: O operator O oil or condensate gatherer 0 gas gatherer 0 gas purcha er 0 gas purchaser system code B field name from 

lease name from 
- - OR - - - - - - - - - - - ---- - - - - - - - - ------ --- -- - - - --- -- - - - -- - --

b. CW RRC umber for: D oil lease IKJ gas well Due to: IZJ new completion or rccomplctoon O recla soil to gas 0 reclass gas to o,J 

O n thrr wPII 1 • ..,,.r , rv1 0 """ ; .,., ·~ " n r S ,lvt 'v,.;~" In;! IPOSP ~"Iv\ 

13. Authoru:ed GAS WELL GAS or C'ASINGII EAD GAS Gatherer(s) and/or l'urehaser(s). (Sec ms1ruc11on G). 
... ;:; 

amc of GA WELL GA or CA I GJI EAD GA Purchaser' s Percent of u 2 "' 0 ... RRC Take 1 -5 ~ Gathcrer(s) or Purchaser( ) As Indicated m Columns to the Lefl 

"' (Attach an additional sheet m same format if more , pace 1s needed) Assigned :i 
0 c: <:.vSIPOn rMP 

..... 

x BHP BILLITON PET (TX GATH), LLC(068595) 100.0 

x REGENCY FIELD SERVICES LLC(698769) 0001 100.0 

14. Authonzed OIL or CONDFNSATE GathcrerCsl. CScc mstructoon Gl. 

Name of Oii or CO DEN ATF Gathcrer(s) • L,st 11 ,ghcst Volume Gatherer First Percent of 
(Attach an additional sheet in same fonnat 1frnorc s1mcc 1s needed) Take 

ENTERPRISE CRUDE OIL LLC(253117) 34 .0 

SHELL TRADING (US) COMPANY(774715) 33.0 

SUNOCO PTNRS. MKTG.&TERMINALS LP(829626) 33.0 

RRCUl:.ONLY: Reviewer' s ini1inls: RRC Staff Approval date: 11/25/201 4 

15. PREVIOU OPERATOR C'ERTIFIC A I ION FOR Cl IA GFOI OPERATOR P-4 FILI G. Bemg the PREVIOU OPERATOR, I ccn ify that operat ing 
responsibility for the well(s) designated in this fi ling, located on the subJect lease has been transferred in its entirety to the above named Current Operator. I understand, as 
Previous Operator, that dcs1gna11on o f the above named operator as Current Operator 1s not cfTec1ive until this certificate is approved by the Comnuss,on. 

ame of Prcviou. Operator 1gnature 

D Authon,cd Employee D Authonzcd agenl of previous 
amc (pnnt) of previous 01>erator operator (sec m 1ruction G) 

Title Date Phone with area code 

16. CURRENT OPERATOR CERT IFICATION. By s1g111ng this ccmficate as the Curren! Operator, I certify that nil statements on this fonn are true and correct and I 
acknowledge respons1b1hty for the regulatory comphance of the subject lease mcludmg plugging of wcll(s) pursuant to Ruic 14. I fun her acknowledge that I assume 
responsibility for the physical operauon, control, and proper pluggmg of each well designated m this fi hng. I also acknowledge that I will rcmam designated as the Current 
Operator until a new cemlicatc designating a new Current Operator is approved by the Commission. 

PETROHAWK OPERATING COMPANY James Melear 

amc{prmt) 0
naturc 

Sr. Regulato~ Specialist Authon,ed Employee D Authonzed agent of current 

Tttlc of current operator operator (sec mstnocuon G) 

James.Melear@.bhQbill iton.com 05/13/2014 {713} 961-8561 EXT 8561 

E-mail Address (optional) Date Phone w nh area code 

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



Tracking o.: 104924 

STAT EME T OF PROD UCTIVITY OF ACREAGE 
ASSJG ED TO PR ORA TIO UN ITS 

I lus facsunolc P-15 \\3> gcncnued clec1ro111call) 
from darn suhmiucd 10 1hc RR( 

Form P- 15 

The unders igned sta tes that he is authorized to make this statement; that he has knowledge of the 

BHP BILLITON PET(TXLA OP) CO facts concerning the 
OPERATOR 

BETTYE HANSARD STATE 45-3 o. 2H ; that such well is 
LEASE WELL 

completed in the PHANTOM (WOLFCAMP) Fie ld, REEVES 

Texas and that the acreage claimed, and assigned lo such well for proration purposes as 

authorized by special rule and as shown on the attached certifi ed plat embraces 

County, 

_5_5o_._o _______ acres which can reasonably be con idered to be produc tive o f hydrocarbons. 

- CERTJFICA TE 

I declare under penalties prescribed in Sec . 91.143, Texas Natural 
Resources Code, that I am autho-

rized to make this report , that this report was prepared by me or 
under my supervision and direction , 

Date 05/13/2014 
Signature 

James Melear 

Telephone 
(713) 961-8561 EXT 8561 

Title 
Sr. Regulatory Specialist 

AREA CODE 

•• ••• •• • •• • • • • • • • • •• • • • • •• • • • • .. • •• • •• • • .. • • ••• • • • •• 
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SW.ta LOCATION 
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QENERAL NQIIS 

I HDE!Y STATE 'IIIIIT THIS PIAT 
SHOWS '!ME SUIIJ£x:T I..DCA110N ~ell 
ON 1..-llQN -m 'II'( 

11£ CUEHT. 

REVISION DATE BY DETNL.S 
A Dll/l i/lJ JK MAKE PREl..lltwn' PlAT 

B Ol/18/1J JK loW<E RE'l'ISION ~ FlNAL 

PLAT OF: 
AN AS-DRIUED WEl.L LOCATION FOR: 

BHP BILUTON PET (TXLA OP) CO. 
BETTYE HANSARD STATE 45-J f 2H 

WIDf 848 
SrTUAro> N S£CT10N J , BLOCK 4:1, T.O. CARR SIJIM:Y, 

A-3538 (REEVES CO.), A-3773 (CUlBERSON CO.), IN THE 
PUIUC SCHX>l. LNIO, BEINC APPAOlQMAl!LY 10 MILES 

SOVTHWES'T Of ORI.A. IN CUL.BERSON COUNTY ANO REEVES 
COUNTY, TEXAS 

s,e ~ Aff~ !IH • P-Y-D 7'll7 
.... 117-,4'.,eot . """'m.'7)2.j2'7\ 

"mPLll'lraNo. 1oi,,-, 
www..&wnt oq2 •""' bhpbilliton 1380 Poot Odl -. f 1 IIO 

Ol/l f {U 

JI< ... 
101 ,ona 

, . - 1000' 

I Of l 
IN"C LA,(Dffl!,t:#4~~.~nca Howton. THOII 770l56 

NO 
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bhpbilliton 

Measured Incl Drill 
Depth Angle Direction 

FT Deg Deg 

Tied inlo MWD survey 
8981.00 1.76 :m.os 

9000.00 1.23 263.04 
9100.00 1.36 272.14 
9200.00 1.43 263.42 
9300.00 1.10 264.34 

9400.00 0.99 257.57 
9500.00 1.65 250.28 
9600.00 1.91 242.14 
9700.00 2.82 243.84 
9800.00 4.07 244.78 

9900.00 6.00 248.73 
10000.00 8.92 256.71 
10100.00 13.22 259.33 
10200.00 17.69 257.47 
10300.00 21.99 250.36 

10400.00 25.98 246.05 
10500.00 29.87 242.70 
10600.00 33.31 240.28 
10700.00 36.41 240.47 

Company: BHP Billiton 

lease/Well: Bettye Hansard 45-3/ 2H 

Location: 10 Miies SW Of Orla 

Rig Name: Patterson # 240 

State/County: Texas/ Reeves 

l atitude: 31 .83, Longitude: -103.92 

GRID North is 1.85 Degrees West of True North 

VS-Azi : 357.88 Degrees 

TVD 
FT 

8979.00 

8997.99 
9097.97 
9197.94 
9297.91 

9397.90 
9497.87 
9597.82 
9697.74 
9797.55 

9897.16 
9996.31 

10094.43 
10190.79 
10284.84 

10376.19 
10464.54 
10549.71 
10631.76 

Deplh Reference : 25' 

DRILLOG HA GYRO SURVEY CALCULATIONS 
Filename: gyro survey.ut 

Minimum Curvature Method 
Report Date/Time: 3/25/2013 / 14:18 

Vaughn Energy Services 
For1 Worth, Texas 

817-741-3610 
Survey Engineer: Jason Wilson 

Bettye Hansard 45-3 2H I API 42-389·33502 

+N/-S +El·W 
FT FT 

-12.12 ·101 .34 

-12.14 ·101.83 
· 12.23 -104.09 
·12.32 ·106.51 
·12.56 ·108.70 

·12.84 ·110.50 
·13.51 ·112.70 
-14.78 ·115.52 
·16.64 ·119.20 
·19.24 ·124.62 

·22.64 ·132.70 
-26.32 -145.11 
-30.22 ·163.90 
-35.64 ·189.98 
-45.24 ·222.47 

-60.43 ·260.14 
-a0.75 ·302.31 

-105.79 -348.30 
·134.04 -397.98 

Page 1 of 2 
VES Survey Date: 03/17/2013 

Vertical Closure 
Section Distance 

FT FT 

-a.36 102.06 

-a.36 102.56 
-a.37 104.80 
-a.38 107.22 
-a.SJ 109.42 

-a.75 111 .24 
·9.34 113.50 

·10.49 116.46 
·12.22 120.36 
-14.61 126.10 

-17.72 134.62 
-20.94 147.48 
·24.14 166.67 
-28.59 193.30 
-36.97 227.03 

-50.76 267.07 
-69.51 312.91 
-92.84 364.01 

-119.22 419.95 

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

• • • • • • •• • •• 

Closure 
Direction 

Deg 

263.18 

263.20 
263.30 
263.40 
263.41 

263.37 
263.16 
262.71 
262.05 
261.23 

260.32 
259.72 
259.55 
259.38 
258.51 

256.92 
255.04 
253.10 
251.39 

Dogleg 
Severity 
Oeg/100 

2.98 
0.24 
0.22 
0.33 

0.16 
0.68 
0.36 
0.92 
1.25 

1.95 
3.09 
4.33 
4.50 
4.93 

4.35 
4.20 
3.66 
3.10 



Measured Incl Drift Vertical Closure Closure Dogleg 
Depth Angle Direction TVD +Nl·S +El·W Section Distance Direction Severity 

FT Deg Deg FT FT FT FT FT Deg Deg/100 

10800.00 40.33 241.18 10710.14 ·164.27 -452.18 ·147.43 481.09 250.03 3.94 

10900.00 45.13 240.05 10783.58 ·197.58 -511 .27 ·178.53 548.12 248.87 4.86 
11000.00 47.73 239.50 10852.50 ·234.06 -573.86 -212.67 619.76 247.81 2.64 
11035.00 48.65 233.20 10875.84 ·248.51 -595.55 -226.31 645.32 247.35 13.67 

Page 2 of 2 
VES Survey Date: 03n 712013 

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



Company: BHP Billiton 

Rig: Patterson 240 

VES Latitude : 31.830 

~ 
Longit ude : -103.920 

API # 42-289-33502 

Date: 3/ 17 /13 

HA Gyro Survey Calculat ions 

Well : Bettye Hansard 45-3 2H 

Location: Texas I Reeves 

Grid North 1.85 
Depth Reference : 25' 

Surveyor: Jason Wilson 

VS: 

Depth Inc AzG N/-S E/-W TVD DL VS CD Cbrg 

8981 1.76 271.05 -12.12 -101.34 8979 **** -8.36 102. 06 263.18 

9000 1.23 263.04 -12.14 -101.83 8998 2.98 -8.36 102.56 263.2 

9100 1.36 272.14 -12.23 -104.09 9098 0.24 -8.37 104.8 263.3 

9200 1.43 263.42 -12.32 -106.51 9197.9 0.22 -8.38 107.22 263.4 

9300 1.1 264 .34 -12.56 -108.7 9297.9 0.33 -8.53 109.42 263 .41 

9400 0.99 257.57 -12.84 -110.5 9397.9 0.16 -8.75 111.24 263 .37 

9500 1.65 250.28 -13.51 -112 .7 9497.9 0.68 -9.34 113.5 263 .16 

9600 1.91 242.14 -14.78 -115.52 9597.8 0.36 -10.49 116.46 262.71 

9700 2.82 243.84 -16.64 -119.2 9697.7 0.92 -12.22 120.36 262 .05 

9800 4.07 244.78 -19.24 -124.62 9797.6 1.25 -14.61 126.1 261.23 

9900 6 248.73 -22.64 -132.7 9897.2 1.95 -17 .72 134.62 260.32 

10000 8.92 256.71 -26.32 -145.11 9996.3 3.09 -20.94 147.48 259.72 

10100 13.22 259.33 -30.22 -163.9 10094 4.33 -24.14 166.67 259.55 

10200 17.69 257.47 -35.64 -189.98 10191 4.5 -28.59 193.3 259.38 

10300 21.99 250.36 -45.24 -222.47 10285 4.93 -36.97 227.03 258.51 

10400 25.98 246.05 -60.43 -260.14 10376 4.35 -50.76 267.07 256.92 

10500 29.87 242.7 -80. 75 -302.31 10465 4.2 -69.51 312.91 255.04 

10600 33.31 240.28 -105.79 -348.3 10550 3.66 -92.84 364.01 253.1 

10700 36.41 240.47 -134.04 -397.98 10632 3.1 -119.22 419.95 251.39 

10800 40.33 241.18 -164.27 -452.18 10710 3.94 -147.43 481.09 250.03 

10900 45.13 240.05 -197.58 -511.27 10784 4.86 -178.53 548.12 248.87 

11000 47.73 239.5 -234.06 -573.86 10853 2.64 -212.67 619.76 247 .81 

11035 48.65 233 .2 -248.51 -595.55 10876 13.67 -226.31 645.32 247 .35 

.. .. t t •• .. .. • • • • • • • . • ... • • . ·~ • • • • • • ~· • ~· • ~ • • • .... . • • •• 



bhpbilliton 

Vaughn Energy Services 
Fort Worth. Texas 

817-741-3610 
Survey Engineer: Jason Wilson 

Bettye Hansard 45·3 2H I API 42-389-33502 

Tied into 
MWD survey 

• • ~5-1 .8,AzG,271 

... / Depth=10300.0, lnc=22.0, AzG=250.4 

~/· ... -::~ ' ~ I I"~+---+----'- _ 4 ~ 
t- t- t-

t- .. 
t- .. -

-80 _,______.__ 

-+-----+--(/) -120 --+ z -140 t-

t ... 

Depth=10700.0, lnc=36.4, AzG=240.5 

-160 - ,__ +-----+---+- ... -t--

-180 t-

-200--+-~----;;,-<--!--r--+---.- ----- t- -t- t- - - + 

· 220- -i---+-,,,C-+ 

-240 ------ ---y-r + 
.-oepth=11035"0, lnc=48.7. AzG=233.2 

t 
(]1 (]1 (]1 (]1 (]1 .t. .t. .t. .t. .t. w w w w w I\) I\) I\) I\) I\) ..... 
CX) m .t. I\) 0 CX) m .t. I\) 0 CX) m ~ I\) 0 CX) m ~ I\) 0 CX) m ~ I\) 
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

-W/+E 

VES Survey Date: 03/17/2013 

• . . .. .. , .... ... 
• • • • • • . • • .. • . . .. • • • • • • ~· . • • .. • ., • •• • • . • •• 



API 0 . 
42-389-33502 RAILROAD COMMISSION OF TEXAS FORM W-1 07/2004 

Drilling l'enml # 
OIL & GA DIVISION 

750470 Pe nn i! S ta tus: Approved 

• WR Exception Case/Docket No. 
APPLICATIO N FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER 

1111sfacsm11/e W- 1 wa• ge11erated £'lcc1ro111cal(r(rom data s11b11111ted 10 tire RRC 
A ar11{tca1io11 oft/re a1110111at£'d data ts rwmlalrle III tlrc RRC• 1t11s1111 o/lice 

I. RRC Operator No. 2. Operator's Name (as shown on form 1'-5. Organl/~1uon Report) 3. Operator Address (inc lude street, cuy, sta te, 11p): 

660146 PETROHAWK OPERATING COMPANY 
4. I case amc 

BETTYE HANSARD 45-3 I 5. Well o. 
2H 

GENERAL INFORMATION 

6. Purpose o f filmg (mark ALL. appropriate boxes): Ix] New Dnll O Rccomplcuon O Rcclass 0 r 1eld I rans fer 0 Re-Fntcr 

O Amended 0 Amended as Drilled (0111 ) (Also File Fonn \V-1 D) 

7. Wellborc Profile (mark ALL appropriate boxes): O Venical Ix] I lor11omal (Also hie Fom, \\ - 11 1) D Direcuonal (Also File Fom, W- 1 D) 0 , 1dctrnck 

8. roml Depth I 9. Do you have the nght to develop the 00 
12500 mmcrnls under any right-of-way? Yes 0 No I 10. Is this we ll subJCCl to Statewide Ruic 36 (hydrogen sulfide area)'! 0 Yes Ix] No 

SURFACE LOCATION AND ACREAGE INFORMATION 
11 . RRC Dis trict o. 

08 I 12 . County I 13., urfacc I ocat1on [xi Land 0 0 O O ffshore REEVES Bay/I stuary Inland Waterway 

14. This well is to be located 10 miles 111 a SW direcuon from Orla wluch is the nearest town 111 the county of the well sue. 

15. S~'Cllon 

3
116. Block 117. Survey 118. Abstrncl No. 19. D1Mance to nearest lease line: 20. umber of co n11g 11ous acres 111 

45 PSL A-3536 200 n. lease. pooled unll. o r 11n1t11ed tract: 635.96 

21. I case l'erpcncltculars; 215 n from the s ltne and 670 n from the E line. 

22 .• urvey l'e rpcncltculars: 215 n from the s hne and 670 n from the E lme. 

23. Is this n pooled unit? O Yes !Kl 0 1 24. Unit11.1tion Docket No: 1 25 . Arc you npply mg for Substa ndard Acreage ricld? 0 Yes (attach Fonn \\' -1 A) !Kl No 

FIELD INFORMATION List all fields of anticipated completion includin~ Wildcat. List one zone per line. 
26. RR(' 27. Fie ld No. 28. Fie ld Na111c (exactly as shown III RRC records) 29. Well l'ypc 30. C'omplc t1on Depth 3 1. Distance lo c.:nrc.,1 32. Number of Well, on 
D1~tnct No . \Veil in tlus Reservoir th 1s lcnse 111 1111, 

Reservoir 

08 71052900 PHANTOM (WOLFCAMP) Oil or Gas Well 9515 0.00 1 

BOTIOMHOLE LOCATION INFORMATION is required for DIRECTIONAL, HORIZONTAL, AND AMENDED AS DRILLED PERMIT APPLICATIONS (see W-1 H attachment) 

B~amklii 
(FILER Oct 25. 2012 8:07 AM]: EST MD 1sooo· 

RRC Use Only •• Dnta Voltdat icm r,~ c 

-• ••• 

••• tan} >: . 
•• • 

. , ~ r 3~12 3: IJll'M( C urrent Version ) .. . . 
• • • • • 

• • • • 
. 

• •• • •• 

,~aifii;i!t~; 
I ccn,fy that mfonnallon s tated 111 tl11s apphcauon is trnc and complete. to the 
best ofmy knowledge. 

Carey Holtzendorf, Lead Regulatory 
Specialist Oct 25, 2012 

Name of tiler Date suhm,ned 

(713}5524581 Care}'..Holtzendorf@, BHPBilliton.com 
Phone 1.-mali Address (01' I IONA I ) 

Page 1 of 2 



Penni! Status: Approved 

••• • •• • 
•• 

71,e RRC /,as 1101 oppro,wl this opphco1io11 
/J11plicatio11 or distrib1111011 of i11{ormatio11 is 

at the 11ser'.• ow11 risk 

• •• • • • ••• 

• • • • • • •• • •• 

• • • • • • - • 
•• • • • • • • • • RA ILROAD COMMJS ION OF TEXAS 

OIL & GAS DIVJSION 

APPLICATION FOR PERM rT TO DRILL, RECOMPLETE, OR. RE-ENTER 
Tl11sfocs11111/C' IV- / 11·as gcm•r(lfed clectro11icollyfro111 data .rnhm,ned to thl' RRC 

A cert1(ic(lf1011 o{the ,111101110/ed data is al'llilable i11 the RRC's A11s1111 office 

I . RRC Operator No. 2. Operator's Name (exactly as shown on fo nn P-5. O rgnr11/.m1on Report) 3. Lease Name 

660146 PETROHAWK OPERATING COMPANY BETTYE HANSARD 45-3 

Lateral Drainhole Location Information 

5. Field as shown on Fcmn W-1 PHANTOM (WOLFCAMP) (Field # 71052900, RRC District 08) 
6. Sccuon 

3 
7. Block 

45 

11 . 1 ennin111, Lease I me Pcrpc nd1culars 

8. Survey 9. Abstract 
PSL 3536 

Form W-lH 07/2004 

upp lcmcntal llorizontal Well In formation 

f'er1111t fl 750470 

Approved Date: Oct 30, 2012 

4. Well No. 

2H 

I 0. County of Bl II 
REEVES 

150 n. from the N line and 990 ft from the E line 
12. Tenninus Survey L111e Perpendiculars ------------- . ---'--'--- . -------------------

150 n. from the N line. and 990 ft. from the E line 

13. Pcnc tra11on l'oin1 I case Linc Pcrpcnchculars 

215 s 
line. and~iiiiiii~9;;;9;;0ii E ft. from the ft . from the 

.:L!.... L.;;.:.~,- - ·-- "' -- - . ..• -· • -- _,., -- _d.,,. ,J·. -~, 

Page 2 of 2 
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z 
;;J 

~ - - --- - -
1 .... 
"' I 
2 

~ 
§ 
Q. 

~ TIER 
Sl.RVF.YING COMPANY 

3 108 w ot11 STRECT. rOAT -.tiftf>\ TtXAS 76107 
Pri (!~ 1 :m :..u.~1~ lMO 

... .., 
I 

~ 

T.D. CARR 
R EEVES CO. A-3536 

CULBER SON CO. A - 3 77:J 
SECTION -3, B LOCK 4-5 

P S L 

r---------J00:;'------ - -1 

LINE 
L1 
L2 
LJ 

635.956 ACRE UNIT 

BEARING 
N 87'49 2 1 W 
N 01 ·34 28 E 
N 01 ' 3 4 '28 E 

1000 '"'° 

PETROHAWK OPERATING CO. 
SURFACE HOU: LOCllllON 

8£TTYE fWISAAO 45-J J2H 
NAO 8.l (HAAN) 

Y • 10,61 l,45J.70 
X • 1,145.768.95 

I.Al . • J l .728212 ... H 
LONG. • I O• .OJ5J908T W 

NAO 27 
Y • 768.877.J2 
X • 84Q,J07.67 

I.Al, • Jl.7280866 1' H 
LOHG. • 104.0349148.l' W 

UEV. • J.089.2 1' 

DISTANCE 
320.0 4 

4904.62 
50.00' 

2000 

SCALE: 1 • - 1000 FEET 

F'ETROJ-IAWI< _.> 

•• • •• • • • • • • 

• • • • • • -
• • • • ••• • • • • • • • • • • • • • • • •• • • •• •• 

PERMIT PLAT WION848 

I HEREB'f SlAT'E THAI ™IS PIA! 

SHOWS lliE SUBJECT LOCATION BASED 
OH IHR)RMAIIOH PRCNIOEO BY 

- - - !)IE CUD/I. 

~~ tdt -7/1~ 
ROBERT GLEN MALOY 

OEKER..._L NOTES 

I. COORDr.,/ATES SHOWN ARE B...SEOON TEXAS COOROINATP. SYSTEM or NAD 19:7, TF.-XAS 
CENTRAi. ZONE (TEXAS WEST HARN) ANO ARE DASEO ON TIIE MONl,'MEST "MARSH" (Y • 
1M,S25 60, X • 8-13.906 4/i) 
VERTICAi. DA TU'1 IS NA VD 88 

) UTITI.OE AND LOl\GITVDE ARE •O 27 GEOGRAPHIC 
4. AREA.DISTANCES. ANO COORDINATES ARE "GRID" 
5. UNITS ARE L'NITED STA TES SURVEY FOOT 
6 C0'1BINEDSCALEfACTOR•0.9<19 3180<. 
7 AU LE.,SE ANO TRACT INFORMATIOl'o SHOWN HEREON IS OOSE SO BY LIMITED DEED 

RECORD INFORMATION ONI. Y AU ACREAGE SHOWN ARE BY DEED A 'iD LE.•SC CALL. 
EXCEPT \\ HCRC t<OTED TIIIS LS l'IOT 1'1 ANY W.W A "BOLNDARY SURVEV-

NAD 83(HARJ\l COORDINATES WERE CALCLLA rw USING CORPSCON 
VERSIOS 6 0 I AS DEVELOPED BY THE U.S ARMY CORPS OF 
ENGINEERS. ESGINEER RESEARCH MD OEVCLOPMl:NT CE., TER. 
TOPOGR.,PHIC 8'GINE,...E_R_IN_'GTO:_N_T_E_R._-,---,,---------------N 

REV. DATE BY REVISIONS MADE 

1 10-23-12 BB PREP ARE PRUJ M 

2 10-24-12 CG MOVED FTP 

PLAT OF: 
A PROPOSED WEU. LOCATION FOR: 

PETl'tOHAWK OP£RAT1NO CO • 

BETTYE HANS AIW 45-S I ZH 

r 10 pus 

SfllJATED IN SECTION J. BLOCK • 5. T.O. CARR 
SURVEY, ABSTRACT NO. 3536 (REEVES CO.) . ABSTRACT 
NO. 3773 (CULBERSON co.). APPROXIMATaY 10 MILES 

SOUTHWEST OF ORI.A. IN CULBERSON COUNn' AND 
REEVES COUNTY, TEXAS 

:~r.~ 1;>s:.;tin9 Compo 'l--c_,..,_._ .. _''°_" _0o_,._; _1 o_-_2_4_--1_2_.._11_· •_N_.,,,_. __ 1 _1 o_so_so_.o_w_G_ -N 
Slit• :500 Seolt 1 • 1000' Su,,.cyed by Ll/RE 
Tylso, OkJohomo 7 4136 Ore• ., oy· 88 Chtc"-•4 ty: RM 



• • •• ••• • • • • • • .: :· . . . . . .·: . . :· ·. . . · ... :. .. .... . File No. t:1\£ \ \ \BJD ~ 
RQOW~ County 

rt)~\a\k~tl b?l<>it\-?.>omi 
Date Filed: 0 -2!f .., f ( 
By ~ 'll< P. Bush, Commission" 
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U.S. Postal Service™ 
CERl'rlFIED MAIL® RECEIPT 
Domestic Mail Only 

Certified Mail Fee 

ices ees /check boJ(. add, .. oupp1oprlalo/ 

o O Retim Receipt (hardoopy) s ----
o 0Retim Recoipl (olectron,c) s ----
CJ Qc«tlflodM~Aeottlcl~OOIWry $ ___ _ 

D O Adul1 Signat\Jr'8 Req<,hd s ----
0 k,!0=.Mii:::::_:::Slgnolln~::.-::::::.::::::.::::Oellvety::::!~$-====-l 
ru Postage 

U1 rl 1=-,-.,...,,...-,---=-----------1 

Postmark 

Here V 

v\f 111 f ] 



Certified Mail service provides the following benefits: 
• A reC1tipt (this portion Of tho Certified Mall labeQ. for an electronk: return receipt, see a retail 
• A unique ldenbfler for your mrulplece. associate for ~s1ance., o receive a <i'llplicate 
• Elecironk: veriflcatlon of delivery or attempted return rece pt lo,: no add11Jonal fee, present this 

delivery. USPS®-postmalked Ccrhfied Mall receipt to the 
• A record or delivery Ondud1ng the recipient's retail associate. 

signature) that 1s retained by the Postal Service~ • Restricted delivery service, Wtilch provides 
for 8 specified penod delivery to the addressee specified by name. or 

to the addressee's au1horized agent 
Important Reminders: . Adult s,gnature service, which requires the 
• You may purchase Certified Mail service with Signee to be at least 21 yeass or age (not 

Rrat-Class Mai~. Rrst-Class Package Service•. available at retniij. 
or Prionty Mail' service. • Adult s,gnature restricted delivery service, which 

• Ccrhfied Mail service Is no/available ror requires the s,gnee to be at least 21 years or ago 
lnternabonal mall. and provides delivery to the addressee specified 

• insurance cowrage Is not available tor purcnase by name, or to tile addressee·s autllonZed agent 
with Cerb11ed Mall service. However, the purchase (not available at retalO. 
of Certified Mall eelVice does not change the • To ensure tllat your Cerhfied Mall receipt ts 
Insurance coverage aulomabcally lnduded with accepted as legal proof of mrultng, 11 should bear a 
certain Prlorrty Mail items. USPS postmark. If you would like a postmark on 

• For an addibonal fee. and with a proper this Cerhfied Mall receipt, please present your 
endorsement on the mrulpiecc, you may request Ccrhfied Mall ltom at a Post omce~ for 
the following services: postmru1<ing. If you doo't need a ~tmaik on this 
• Return receipt scrvk:e. which providos a record Certified Mail receipt, detach the barcoded porbon 

of delivery Qnduding the recipient's Signature). or this label, affix It to the mallpiece, apply 
Yoo can roquest a hardcopy return recolpt or an appropriate postage, and depos,t the mallplece. 
elecironlc version. For a hardcopy return receipt, 
complete PS Form 3811, DomesticRetum 
Receip~· attach PS Form 3811 to your mrulplece; IMPORTANT: Save tllts receipt for your records. 

PS Foml 3800, Ap,112015 (Rove""') PSN 7--000-9047 



ENDER: COMf:'LETE THIS SECTION I 

• 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 mailpiece, 

or on the front if space permits. 

D Agent 
D Addressee 

C. Date of Delivery 

D. Is delivery address different om item 1? D Yes 
If YES, enter delivery address below: D No 

IIIIIIIII IIII IIIIIIIIII IIIII Ill 11111 11111 11111 
9590 9402 17 49 607 4 7821 53 

3. Service Type 
0 Adult Signature 
D Adult Signature Restricted Oelive,y 
0 Certified Mall® 

0 Priority Mail Express® 
0 Registered Mall™ 
0 ~~red Mall Restricted 

D Return Receipt for 
Merchandise 

0 Certified Mall Restricted Delivery 
0 Collect on Delivery 

-------------------' - - 1 Delivery Restricted Delivery 

7015 1520 DODD 6667 2927 ~ 
0 Signature Confirmation™ 
0 Signature Confirmation 

Restricted Delivery ------------------~---lall Res1rlcted Delivery 
(over 00) 

PS Form 3811, J uly 2015 PSN 7530-02-000-9053 "'1 F //' /'l. 7 O Domestic Return Receipt 



111111 Iii~ ~II I 
9590 9402 1749 6074 7821 53 

United States 
Postal Service 

First-Class Mail 
Postage & Fees Paid 
USPS 
Permit No. G-10 

Texas General Land Office 
, 

1 
~fie P. Bush. Comm issioner 

"""'""- \~ ~. Box 12873 
Austin, Texas 7871 1-2873 

'0 1.\\\\ 
I AT[AI: ~ g ;ier#i<::: tf' F: ll!K]o 



Texas General Land Office 
Reconciliation Billing PO Box 12873 

Austin, TX 78711-2873 
(800) 998-4456 
8:oo - 5:00 M-F George P. Bush, Commissioner 

BHP Billi ton Petroleum (TXLA Operating) Company 
Attn: Cristen Steele 

1360 Post Oak Blvd Ste 150 
Houston, TX 77056-3030 

Total Due 

Billing Date: 4/24/2017 
Billing Due Date : 5/24/2017 
Customer Number: C000046383 

$4,069.04 

Penalty and interest have been calculated thru 4/30/2017. Payment remitted alter 4/30/2017 will 
result in additional penalty and interest charges. 

Contact Info: Thomas Kincaid (512) 463-5219 or Tom.Kincaid@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 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 Billing 

BHP Billiton Petroleum (TXLA Operating) Company 

Billing Date: 4/24/2017 

Billing Due Date: 5/ 24/2017 

Customer Number: C000046383 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Invoice !Mineral File I Gas Royalty -Oil R~~lty j ~ Pe~alty l Interest j Total D~~ 
17I00355 MF111870 $3,178.81 $0.00 $665.26 $224.97 $4,069.04 

Total Due $3,178.81 $0.00 $665.26 $224.97 $4,069.04 

Amt. Paid 



Customer ID: C000046383 
Invoice Number: 
GLO Lease: MF111870 
GLO Review: BHP Billiton Petroleum (TXLA Operating) Company 
Review Perioc Sep 2015 Through Aug 2016 

(1) (2) (3) (4) (5) 

•• ~·a ... L,·, &.: >JI , •• , 1ur:1,u .. .,,., ;,.. :·;-._. ·"""" -.... -
(6) 

.{ -

Category 
Auditor/AE: 

Billing Date: 
P&I Calculation Date: 

Royalty Rate: 
(7) (8) 

.... '. ..... ~. ,. "''':o: . .... 

Gas 
TKincaid 
4/6/2017 

4/30/2017 
12.50% 

(9) - ...... 

(10) 

~.v; ,11H,11't!ii 

(11) 
·-i ' - ·-' 

"' 1 1 1 111 1 • 

(12) 
l llf•l,l:.L"""~ ; f": ':.J 

" - - -. ..... t 1111,11r-; , .. 
~-· - ~~t;; f;__'>:_t~ ... ~~l.' t~ • ::._~r~,,: i~ j .. 2?.'~..t,<~ 

"1:-~ - ~ ll'lft llll ·-r: .. .. . ....... :. 111 1 1 -~ . '"r,,TJC:111.r.l ••r.'II ~<tl"fr,:1 1,Y· • ~ lft l 1:"4'.-u"':-.1n-.9 r•r~ ~l'",u"':11.i.TI 

Seo-15 08-272207 2 035 1.000000 $2.670996 1.042916 $5,668.75 $708.59 $0.00 $708.59 
Oct-15 08-272207 1,532 1.000000 $2.534009 1.042977 $4,048.94 $506.12 $0.00 $506.12 
Nov-1 5 08-272207 1 476 1.000000 $2.216000 1.043084 $3,411.74 $426.47 $0.00 $426.47 
Dec-15 08-272207 1,211 1.000000 $1 .984297 1.043084 $2,506.51 $313.31 $0.00 S313.31 
Jan-16 08-272207 1 023 1.000000 $2.201229 1.043047 $2,348.79 $293.60 $0.00 $293.60 
Feb-16 08-272207 708 1.000000 $2.201229 1.153130 $1,797.12 $224.64 $0.00 $224.64 
Mar-16 08-272207 977 1.000000 $1.765984 1.153369 $1,989.98 $248.75 $0.00 $248.75 
Apr-16 08-272207 1,323 1.000000 $1.695828 1.153369 $2,587.68 $323.46 $0.00 $323.46 

May-16 08-272207 5,945 1.000000 $1.695828 1.058900 $10,675.51 $1,334.44 $0.00 $1 334.44 
Jun-16 08-272207 1,968 1.000000 $1.725031 1.017500 $3,454.27 $431.78 $0.00 $431.78 
Jul-1 6 08-272207 2 495 1.000000 $2.736544 1.021000 $6 971.06 $871 .38 $0.00 $871.38 

Aug-16 08-272207 2,838 1.000000 $2.558191 1.039500 $7,546.92 $943.37 $0.00 $943.37 
May-16 08-272207 0 1.000000 $1.000000 1.000000 $0.00 $0.00 $1,473.76 -$1,473.76 
Jun-16 08-272207 0 1.000000 $1 .000000 1.000000 $0.00 $0.00 $1 ,973.34 -$1 ,973.34 

110••·1- ,,.;• 1<1111u-.1, iJl,,. ..... ~,._,]'V•I'•.-- I I 11,.:!<&l'l:ff:, 

ATTN: Cristen Steele 
CERTIFIED MAIL: 7015 1520 0000 6667 2927 

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. 
THE FINAL TWO LINES IN THE SCHEDULE (MAY-16, JUN-16 WITH ZERO VOLUMES) REPRESENT DUE VS PAID 
OVERPAYMENTS FOR GAS VOLUMES WHICH ARE BEING CREDITED THE UNDERPAID AMOUNTS. 

COLUMN (3) RRC VOLUME - REPRESENTS OVER/UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID#'s 08-272207 
COLUMN (5) PRICE - TAKEN FROM PRODUCTION ROYAL TY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 
COLUMN (6) BTU - TAKEN FROM PRODUCTION ROYAL TY REPORTS SUBMITIED TO THE TEXAS GENERAL LAND OFFICE 
COLUMN (12)(13)(14): PLEASE GO TO THE BELOW WEB SITE FOR EXPLANATION OF PENAL TY AND INTEREST ASSESSMENT: 

htto://www.qlo.texas.gov/enerqy-business/oil-qas/rrac/forms/penalty-interest-assessment-rules.pdf 

532 4.25% 
502 4.25% 
471 4.50% 
440 4.50% 
411 4.50% 
380 4.50% 
350 4.50% 
319 4.50% 
289 4.50% 
258 4.50% 
227 4.50% 
197 4.50% 
289 4.50% 
258 4.50% 

_.,..--- 'I.... 1 

(13) 
• •1-\l: I r.&1::ll .r , 11 1 ~.,.-~-
.... , , 1ur.; 1~ 

~l"1lTJ:U iTJ' 
1 

• ~ 

$70.86 
$50.61 
$42.65 
$31.33 
$29.36 
$25.00 
$25.00 
$32.35 

$133.44 
$43.18 
$87.14 
$94.34 

$0.00 
$0.00 

(.-;• ' .. -.... .. 

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERRED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE 
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

(14) (15) 
11.1,. '.:J..'"iU .ll•T11l 

'7."""""" 
1 I 1111111r. 

~r,~~.i.U ... - . Titr:.Ji 
$39.03 $818.48 
$26.11 $582.84 
$21 .66 $490.78 
$14.72 $359.36 
$12.74 $335.70 

$8.89 $258.53 
$8.92 $282.67 

$10.37 $366.18 
$37.84 $1 505.72 
$10.59 $485.55 
$18.05 $976.57 
$16.05 $1,053.76 

$0.00 -$1 473.76 
S0.00 -$1,973.34 

·,f,-:t'.lf.l ,~. ;T -,-it,:r.,t1 IT:<.:1.'11, 
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George P. Hu~,h~..J:....L __ _ By 'LOITIOll\'I.() ,11~r~ 
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Certified Mail service provides the following benef'rts: 
• A receipt (this portion of the Certlfled Mall label). for an electronic return recolpt, see a relall 
• A unique Identifier foryo(I' madplece. associate for asslstance. To racelve a duplicata 
• Bectronlc vertflcallon of delivery or attempted return receipt for no additional fee, present this 

dellvo,y. USPS!t-postmarked Certified Mall receipt to the 

• A record of delivery Qncludlng the recipient's ==la:. rvlce which rovld 
signature) that Is retained by the Postal SeN1ce· - d 

1
....., e eddry se ;....,.,

0
edPby es 

for a specified peflod e .. ~, to the a ressee -~ name, or 
• to the addressee's authorized agenl 

Important Reminders: - Adult slgnal!Jre service, which requires the 
• You may purchase CertJfled Mall service with slgnee to be at least 21 years of age (not 

Arst-Class Malf9, FIISt-Class Package Servlce9, ava.lable at retaJQ. 
or Pr1olfly Malf9 service. - Adult signature restJ1cted delivery service, which 

• Certified Mail service IS not a val fable for requires the slgnce to be at least 21 years of age 
lntematlonal mall. and provides delivery to the addressee speciHed 

• lnsuranc8 coverage Is notavallable !Of purtllase by name. or to the addressae's 8lllhor!zcd agent 
with Certlfled Mall service. However, the purchase (not available Bl retaJQ. 
of Certified Mall service does not change the • To ensure that your Cerufied MaD recefpt Is 
Insurance coverage automatlcally Included with accepted as 1eg31 proof of malling, It should bear a 
certain Pr1octty Mall Items. USPS postmar1<. tt you would like a postmark on 

• For an add!UonaJ fee, and with a proper this Certified Mall receipt please present your 
endorsement on the mallploce, you may request Certified Mall Item at a Post Office• for 
the foUowlng services: postmandng. tt you don't need a postmarll on this 
• Return retelpt service, which provides a record Certified Mall receipt detach the l>arcoded poltlon 

ol delfvary.(lncluding the recipient's Slgnal!Jre). of this label, afliX It Id the mallplece, apply 
You can request a hatdcopy mum receipt or an approprlaie posiage, and deposit tile madplece. 
electronic version. For a hardcopy return receipt 
complete PS Form 3811, Dom8Slic Rutvm 
Roceipl; attach PS Form 3811 ID your mallplece; IMPOl!tMn Sne Ibis ,-!pt for your l9COrCIL 

PS Fonn 3800, Aprl 2015 (Rbw>tra) PSN 7530-02-000-9047 



• 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 mailpiece, 
or on the front if space permits. 

Agent 

D Addressee 

C. Date of Delivery 

~\QO'\)i 
1. Article Addressed to: 

Bff P /3,'/li Wfl f/Jro/e.(lm (rr LA Of!A 
D. Is ellvery address different from item 1? D Yes 

If YES, enter delivery address below: D No 

~TT"N '. Ht>!/~ Du.~h. eJJ. 
/ ~fo o f'ru. =t- B Ct. k' '8/ v'o( S-fe )50 

l-fou .. sfon ) , X. ,70sb-303 v 

IIIIIIIII IIII IIII Ill Ill lllll Ill 111 11 111 1111111 
9590 9402 1749 6074 7565 81 

, 3. Service Type 
' D Adult Signature 
D Adult Signature Restricted Delivery 
D Certined Maili'D 
D Certified Mail Restricted Delivery 
D Collect on Delivery ------------------1~ --.. -~ -,Delivery Restricted Delivery 

7016 2070 ODDO 7390 5533 1ail 
------------------....-.-:o=ver,,....,.~;.1~all Restricted Delivery 

PS Form 3811 , July 2015 PSN 7530-02-000-9053 

D Priority Mall Express$ 
D Registered Mall™ 
D Registered Mail Restricted 

D&Jlvery 
D Return Receipt for 

Merchandise 
D Signature Confinnallon™ 
D Signature Confirmation 

Restricted Delivery 

Domestic Return Receipt 



USPS TRACKING# 

111111 1111 I I 
9590 9402 1749 6074 7565 81 
United States 
Postal Service 

First-Class Mail 
Postage & Fees Paid 
USPS 
Permit No. G-10 

Texas General Land Office 
George P. Bush, Commis ioncr 
P.O. Box 12873 
Austin, Texas 7871.1-2873 

ft-Tf/1)'.!*'ro, ~ -::fo/l"d~ 7 fl., f -/r t'n er..s <:J 
I 11 f...1.Ll 9. 2 o 



Texas General Land Office 
Reconciliation Billing PO Box12873 

Austin, TX 78711-2873 
(800) 998-4456 
8:o o - 5:00 M-F George P. Bush , Comm issioner 

BHP Billiton Petroleum (TXLA Operating) Company 
Attn: Holly Dutton 

1360 Post Oak Blvd Ste 150 
Houston, TX 77056-3030 

Total Due 

Billing Date: 6/15/2018 

Billing Due Date: 7/15/2018 
Customer Number : C000046383 

$4, 280.14 

Penalty and interest have been ca lculated thru 6/30/2018. Payment remitted after 6/30/2018 will 
result in addit ional penalty and interest charges. 

Contact Info: Sabrina Garcia (512) 475-1510 or Sabrina.Garcia@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 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 

Reconcil iat ion Billing 

BHP Billiton Petroleum (TXLA Operating) Company 

Billing Date: 6/15/2018 

Billing Due Date: 7/15/2018 

Customer Number: C000046383 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Invoice jMineral File J Gas Royalty ; OIi Royalty [ Penalty j Interest! _ Total Due 

18100562 MF111870 $3,685.32 $0.00 $368.54 $226.28 $4,280.14 

Total Due $3,685.32 $0.00 $368.54 $226.28 $4,280.14 

Amt. Paid 



Customer ID: 
Invoice Number: 
GLO Lease: 
GLO Review: 
Review Period: 

C000046383 

18100562 
MF1 11870 
BHP BILLITO N PET(TXLA OP) CO 
September 2016 through August 2017 

Category 

Audltor/AE: 
B Iiiing Oatc: 

P&I Calculation Oate: 
Royalty Rate: 

Gas 

Sgarcia 
6/1512018 
6/30/2018 

12.50% 

Month/ Year RRC Number Gas/011 Volume Tract Partlclp1 Price BTU Gross Val ue Royalty Duo Royalty Paid Addltloruil Ro• Number of Da Interest Rate For i Penalty Rate Fron Interest Rate Fron Revenue Due 

Sei>-16 06-272207 3426 1.00000000 s 2.568093 1.038100 $9133.50 $1 ,141.69 $0.00 $1.141 .69 592 

Oct-16 06-272207 3.432 1 00000000 s 2.691810 1.038100 $9 .59027 S l , 198.78 S0.00 S1 198.78 562 

Nov-16 06-272207 1.300 1.00000000 s 2.236542 1.023800 $2.978.70 $372 09 $000 $372 09 531 

Oec-16 06-272207 1,126 1 00000000 $ 3.379959 1.023300 $3,894 51 $486.81 $0.00 $48681 500 

Jan-17 06-272207 1219 1.00000000 s 3.115363 1 023700 $3,887.63 $485.95 $0.00 $485.95 472 

TOTALS 10,503 $29,482.62 $3,685.32 SO.OD $3,685.32 

A TIN Holly Dutton 
CERTIFIED MAIL 7016 2070 0000 7390 5533 

COMMENTS 

NOTE 1 

BILLING O N DIFFERENCE FRO M VOLUMES REPORTED TO GLO COMPARED TO T HE VOLUMES REPORTED TO RRC. 

COLUMN (3) 

COLUMN (5), (6) 

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

VOLUM E · REPRESENTS UNDER REPORTED SALE S VOLUM ES T O THE GLO FROM RRC WELL ID 06-272207 

PRICE & BTU • TAKEN FROM ROYAL TY PRODUCTION REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE. 

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

hltP-J/www oto texas oov/enerav·bus1ne$SI01!:9asJrrao:forms/oenaltv-in1e,est·a~sessment-ruJes,odl 

PLEASE R EMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYAL TY PAYM ENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUG H ACH DEBIT, NOT IFY THE AUDITOR AS TO THE 
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

4 50% $114.17 $7502 $1 ,330.88 

4 50% $119 88 S7434 $1,393.00 

4 75% $3721 $2286 $432.18 

4 75% $48.68 S27.94 S563.43 

475% $48.60 $26,12 $560.67 

$3611.64 $226.28 $4,280.14 
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P,eo~ ]3_; di Count) 

Date f ik J e. I-Zia /, :: 
G,u,g, I'. Bu,h J 1t_ By ' ' Cumn11~:.1vncr--,£+/ 



Texas General Land Office 
Reconciliation Billing

Commissioner Dawn Buckingham, M.D.

PO Box 12873 
Austin, TX 78711-2873 

(800) 998-4456 
8:00 - 5:00 M-F

BPX Operating Company
Attn: Patty Burg Billing Date: 4/7/2025
OFC WMll 6025-1 Billing Due Date: 5/7/2025
15377 Memorial Dr Customer Number: C000046383

Houston, TX 77079-4101

Invoice Mineral File Gas Royalty 1 Oil Royalty Penalty 1 Interest Total Due
25100581 MFlli870 $5,535.02 $0.00 $553.60 $588.63 $7,778.25
Total Due $5,536.02 $0.00 $653.60 $588.63 $7,778.25

Penalty and interest have been calculated thru 4/30/2025. Payment remitted after 4/30/2025 will 
result in additional penalty and interest charges.

NOTICE
• Please update GLOl and GLO2 production reports to correct volumes.
• Please do not update GLO3 report to include billed royalty, penalty or interest. This receivable has already 

been recorded.

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

Detach and return with payment

Reconciliation Biiiing
BPX Operating Company
Billing Date: 4/7/2025

Billing Due Date: 5/7/2025

Customer Number: C000046383

Remit Payment To:
Texas General Land Office 

PO Box 12873 
Austin, TX 78711-2873

Invoice Mineral File Gas Royalty Oil Royalty Penalty: Interest:1 Total Due

25100581 MF111870 $6,536.02 $0.00 $653.60 $588.63 $7,778.25
Total Due $6,536.02 $0.00 $653.60 $588.63 $7,778.25
Amt. Paid



Customer ID; 
-Invoice Number

0000046383 Category Gas
AuditorVAE; ECortes

GLO Lease: MF111870
GLO Review: BPX OPERATING COMPANY

Billing Date: 4/2/2025
P6I Calculation Date: 4/30/2025

Rev lew Perl od: . Sept 2023 > Aug 2024 Royalty Rate: 12.50%

Morth/'/ear"- BTV

Tract
Partlci^ion

^C'Numbar Gae/Oli Volume Rate Price

________(7) ______ csj.___ ____(9)_________ (10)_______ (11) (12)_________ (131_________ (14) (15)

Additional Number of

Periany Race tntereetRBte;
Irrterest Rate From From
For Addliionai Additional Additional

Grose Value Royalty Due Royalty Paid Royalty Due Days Late Royalty Royalty Royalty2 Revenue Due

Jan-24 00-272207 12,634 1 52.913 i.i4e598 842,196.85 > 85,274.58 80.00 $5.27458 411 9.50%

Feb-24 OB-272207 11.294 1 50.786 1.137114 $10,091.55 SI .261.44 50.00 $1.261.44 300 9.50%
1 TOTALS 23,020 1 I 

i_______ L_ 1 552.2d0.2Oii 56,635.02!
so.oo 1 56.536.02

$527.46 8483,24 $6,285.28

$126.14 $105 39 $1,492.9?
585 3,6011 SS88.S3I 1 .$7,778.25

COMMENTS: BILLING ON UNDER REPORTED GAS VOLUMES TO THE GLO FOR RRC 10 08-272207

COLUMN (3)
COLUMNS (5) & (6)
COLUMNS (12),(13),(14)

UNDERREPORTED VOLUME: REPORTED RRC VOLUMES MINUS REPORTED GLO2 VOLUMES 
REPORTED CLO2 PRICES AND BTU FACTORS WERE USED
PLEASE GO TO THIS WEB SrE FOR EXPLANATION OF PENALTY ANO INTEREST ASSESSMENTS:

FOR QUESTIONS REGARDING THIS INVOICE PLEASE E-MAIL ehc.cof1ez@glo.texas.gov

NOTE 1: PATM ENT 0 F TH IS 1NVOlC E MAY B E MAD E BY CH EC K 0 R ACH DEBIT.
PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS.
WHEN PAYMENT IS REMITTED. PLEASE SEND AN EMAIL TO: accounLseri/ices@glo.iexas.gov end erjccortez@gl0.texes.g0v 
NOTING YOUR COMPANY NAME. CUSTOMER ID. INVOICE NUMBER(S)AN0 AM OU NT OF PAYMENT.

EMAIL Patty Burg
P.m. BuraaPDieom

mailto:ehc.cof1ez@glo.texas.gov
mailto:ices@glo.iexas.gov
mailto:erjccortez@gl0.texes.g0v


FOeNo. RTO
County

Date Filed:  
QHmnissioiier

By:___________




