
CAUTION 
Documents in this file have been 

placed in Table of Contents order and 
scanned. 

Please help keep documents in 
content order and let the 

ScanLab know when new documents 
are added to this file. 

Thank you for your assistance. 

Archives and Records Staff 

Leasing:k 
Analyst: ___ _ 

Maps: ~ 
GIS: yl\c__ 

DocuSliare: ___ _ 

State Lease 
MF112451 

Survey 

Block 

Block Name 

Township 

Section/Tract 

Land Part 

Control 
04-019779 

Part Description 

Acres 

Depth Below 

Name 

Lease Date 
Primary Term 

Bonus($) 

Rental($) 

Lease Royalty 

MF112451 

Base File 
127858 

County 
REEVES 

PUBLIC SCHOOL LAND 

53 

23 

S/2 & NE/4 

480.7 

Depth Above Depth Other 
See Lease 

ANGELLE & DONOHUE OIL & GAS PR 

4/5/2011 

5 yrs 

$1 ,328,174.10 

$5.00 

0.2500 

ATTENTION FILE USERS! 
This fil~ fialS been placed in table 

of Gc1ntents order. 
RETURN TO VAULT WITH 
DC:<;~:MF.N·r:., IN CRDEfi! 



CONTENTS OF FILE NO. MF- 1.:12 ~ Jj_ 

1. BID FORM _ _ _ 04/05/11 • 2Jo 1 

2. OIL & GAS LEASE 04/05/11 - -

3. TRANS MITT AL LETTER 04/28/11 -'-----'-- - ---'------'-.. .-,I )}/.// Yn # / t?f 1( 

4. CERTIFIED COPY OF LEASE Y/5'. {J,/f) ~ /[_JO-; 
ASSIGNMENT FILED IN MF-//~ \.fC::l-...,-tJ:- ~ - / 2,:-f,Zo1'l 
.,, q g I ' ½/ \ c;. CC:, I \)llM\\ o..\ 1,(C\'Ul\<h 

1./( t l-t~-'4,...Lf-',L----j 

'----'---__.___-=----"'-~ ---"·.~~ '~ -- - k M.F tllcf0f 't2~ A.Jft;pl Ll_!? "5'-b 

1
.:::;.!.....~ .a.L-~-µ::..:.,.'-L..-:.:.....::::_t;d...::z.'i!...:..r • __,......"1.tJ~J/4~~~/24"""""''(3......___1~~ -fo JJtL~f-, ~ c ___ .5 -.7--/£ 

1( l~/ (3 ~ MF Ill fb't 11-r-v;, .Jb;fr=I /IJF'-r-7 

1, &aJ,r/~- 'IH'1rr:.:_ _ _ _ Oi/2 :2/J/. ~ lb1/P41f/c_ 7-§""_-/ tf' 
$ee. fr.FJl//:Q #:) ~ for &s•'jnM~nf. II f 6 ?!fr,- ,¼r fl/!~-~ 

~ vf ~\....4 l)J A· 2.:8 -
[(Is") j4: Is ft r A-~~~" I ~r. ~~~'.l...a-- _J_J..J.__ ___ _ - • '2fJ 

Jl:.14 ftJr A #f~ va..l S \ 1..').\ 'lOI <b 

ec__ _ l-12.-(S _ t J_Q__ 

· '1.31/ d,[!(J __L...1.+..L=il../ i 'I 

s~ fd= s- ~ - "'---~'---t- • 

o/. P © o /:" 1 Aj r/Y\ I-. JJ:--'-=kc"'--l"'--½-_....e_:µ._::/...:....- --+!1=tid±~-14tRaJj"~~t::--1'--l,P,,~~..,.,.l..__- _- -~ '........:.;~~ n-:-=--+fi'll.1,_, 

Jo~ nru/_ l ~~ ~ l 'J l/1) ~~ - -=-'-' ~'--'----' ~~ ~Y-~ o==f;~.::....:...__~Y~E~~:!2. _ 
1 V. L. t ~/. /1J M t(\. J v t-~nc =------'---I--# ., - ~ ..... ~ __,.--fif---c-- I 3u 

---· (::IA Jut~ ~l -V---~- • L ~. ~€5~(7 Y< ~ 1P _11 
S---Jv,-"lr\l t CWJaJ jj__ ofi CJ2.. l d.{ &:,{rtt. 

l~'.f&'li_L,4.___ (1 (t-_ _ 3 L 75YC.e_ . Jlt3}~ 
·-~---=--..,_~ =---=--;"'"-'~ n O de r . ~ tt~ ' l li 

69 # I• h ,Jc__c._Qf)_c_c__--4--'-"""F~ 

_3I (;:.u ss ~~....a_-=::::~'._\IU\ALL~ ~ - ~ [ 

~ - 2~ 

-- - ~ - _ l fu 2 W 
4> -2-1-ZDZZ> 

. 17 \ J_'l,~tD \ ZD 
~I \1, o 1JJ 



- : .·-. ' ' 

· •· .. ; 

,(C'(D)nltemJt$•:<cif 1vnne~al flle 'Nintbib,~.r~ 
· ·-· ··_. •. ._ : ·· . . • .. . · . • . · . _. _- . . - · ·, ,_. • •. 

-:. ,,. 

\ . 

·- · .. ; 

-'---:-:-'-~,...;,:-:--"7--'--'-~-_:....:..._---:,_;_-:"+'--7"-'--:-,.:.'...-"--'-~ -:-..!,,_--,--:,,..,-'.,:.......;;.-=--=-,....:.'-~+.-:-- +-,-"-..:..:.,,.:...:__'-..:..,,c-'-~ ...c...--,~......,~ :__,,.:....:.,.,:.:__.:.....~_:.c:...:~- ...:,__..:,....:.,._:-.:~..:_ ' •,\ 

--: ... : 



Angeue 01. uononue u u 01. uas nopemes, mc. • • 
Commissioner,Texas General Land Office :.: • 

• MGL No. YO 

Angelle & Donohue Le MGL No. 70 

Angelle & Donohue Oil & Gas Properties, Inc. 

Comrnissioner,Texas General Land Office 
MGL No. 70 

Angelle & Donohue Le MGL No. 70 

••• • •• • • • •• 

• • •• •• • • • • • • • •• ••• 
4/1/2011 

021140 

1,328,174.10 

1,328,174.10 

021140 

4/1/2011 
1,328,174.10 

1,328,174.10 
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4/1/2011 

U:Lll4:L 

19,922.61 

Angelle & Donohue Le MGL No. 70 19,922.61 

Angelle & Donohue Oil & Gas Properties, Inc. 021142 
Commissioner,Texas General Land Office 4/1/2011 

MGL No. 70 19,922.61 

Angelle & Donohue Le MGL No. 70 19,922.61 
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APPUCANT 
AGREEMENT 

APPUCANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

70 

STATE OF TEXAS 
TAX I .D. # 

SIGNATURE OF 
AGENT 

• . • •• • .. • • .. .... • •• •• • • • . • • • • • • •• • • State lease Number 
• •• ... 

M- 1.124 51. 
For GLO Use Only 

APRIL 5 , 2011 

OIL AND GAS LEASE BID APPLICATION 

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

Name: Angelle & Donohue Oil & Cas Properties, Inc. 

Add ress: P.O. Box 52901 

City: Lafayette State: L A Zip: 70505 

Telephone: ( 337 ) 264-11 5 1 
(Include +4 Code) 

County(ies): Reeves Survey/Area: PSL 

BlockQsQ.: 53 Sect ionQract: 23 

(If Applicable) 

Acres: 480.70 
(If Applicable) 

(A) Bonus Amount ($) 1,328,174. 10 

One-Million Three-liunred Twe nty-Eight Tho usand O ne-Hundred evenly-Four & 101100 Dolla rs 

(type/print above) 

(B) Sales Fee Amount ($) 19,922.6 1 

incleen-Tbousand inc-Hu ndred Twenty-Two & 61/100 Dollars 

(type/print above) 

This Sales Fee is 1 V2% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT NAME BONUS AMOUNT ONLY (A) 
(Do Not include sales fee) 

Angelle & Donohue Oil & Cas Properties, Inc. 

(same as above) 

-1.; '> 
uC$~)_1~,3_28~,_1 7_4._10 _________ /(/cY 

d(/ 
0' 

Robert J . M cFaul 

(type/print name) 
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Lease Form 
Revised 04/11 
Uplands 

~ustin, \!Cexas 

OIL AND GAS LEASE 
0. M- 112451 

WHER£AS, pursuant to the Texas Narurul Resources Code Chapters 32, 33, 51, and Chapter 52, Subc:haptcrs A-D and H, (sa1d Code being hereinafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to wd 
N.R.C., the following area, to-wit: 

SOUTH ONE-HALF AND NORTHEAST 0 E-QUARTER (S/2 & E/4) OF SECTIO 23, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS 
CONTAINJ G APPROXIMATELY 480.7 ACRES, AS SHOW 0 THE OFFICiA L MAP OF REEVES COUNTY, TEXAS CURRENTLY 0 FILE I THE TEXAS GENERAL 
LAND OFFICE, AUSTIN, TEXAS, 

was, after bemg duly adverused, offered for lease on the 5 th day of April, 20 11 , at 10:00 o'clock a.m .• by the Commassioner of the General Land Office of the State ofTexas and the School Land 
Board of the State of Texas, for the sole and only purpose of prospecting and dnlhng for, and producang oal and/or gas that may be found and produced from the above described area, and 

WHEREAS, after all bids and reminances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a regular 
meeting thereof in the General Land Office, on the 5'' day of April, 2011, hereinafter the "tJfective date" and at was found and determined that ANGELLE & DO OHUE OIL & GAS 
PROPERTIES, l 'C. whose ad<!Rs$ is P.O. BOX 52901, LAFA VETTE, LO ISlA A, 70505 bad offered the lughest and best bad for a lease of the area above descnbed and is, therefore, 
entitled to receave a lease thereon: 

NOW, THEREFORE, I, Jerry E. Pa11erson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,' whose address is Austin, Texas, by 
virtue of the authority vested an me and in consideration of the payment by the heremafter designated Lessee, the sum of One Million T hree Hundred Twenty-Ei&ht T housand One Hund red 
Seventy-Four And 10/100 Dollan (SI,328, 174.10), reee1pt ofwluch as hereby aclmowledged and of the royal taes, covenants, supulacions and conditions contamed and bcrcby agreed tO be paad, 
observed and performed by Lessee, do hereby demise, grant, lease and let unto the above mentioned badder the exclusive nght to prospect for, produce and take otl and/or gas from the aforesaJd 
area upon the following terms and condiuons, to-wit: 

I. RESERVATJO : There is hereby excepted and reserved to Lessor: the full use of the propeny covered hereby and all rights with respect to the surface and subsurface thereof for any and 
all purposes except those granted, and to the extent herean granted to Lessee; the nght to grant third panaes seasmic, geophysical and geologacal permits and to enter into other agreements Wlth 
third partaes, whach allow such thard partaes to conduct geophysical, geologacal or scasmac surveys on, over, under, through and across the land covered here an dunng the tenn of thas lease; and 
the rights of ingress and egress and usc of srud lands by Lessor and ats mancral lessees for purposes of explonng for and producang the minerals which arc not covered, or wbach may not be 
covered an the future, under the terms ofthas lease, but which may be located within the surface boundaries of the leased area. All of the rights in and to the leased premises rctruned by Lessor 
and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that neither shall unduly interfere with the operations oflhc other 

2. TERM: Subject to the other provisions hereof, thas lease shall be for a term of fi ve (5) years from the effccuve date hereof (here an called "primary term") and as long thereafter as oil or gas as 
produced an paying quantities from said area. 

3. DELAY RENTALS: If no well as commenced on the land hereby leased on or before the annavcrsary dace of this lease, thas lease shall tcrmanate as to both parties unless the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the amount specified in the followang schedule muluplied by the 
number of acres in the premises, which shall operate as a rental and cover the privilege of deferring the commencement of a well for rwelve (12) months from said dace ln lake manner and 
upon payments or tenders of amounts set out in the following schedule, the commencement of a well may be fun her deferred for a like period of the same number of months 

Anmversary Date Delay ReDial oer Acre 
First S S 00 
Second S S 00 
Third S 1,000.00 
Founh S S oo 

4. PROOUCTIO• ROYAL TIES: Upon producllon of oal and/or gas, the Lessee agrees to pay or cause to be prud to the Commissaoner of the General Land Office in Ausnn, Texas, for the 
use and benefit of the State of Texas, durang the term hereof: 

(A) 0 1 L: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid 
hydrocarbons recovered from oal or gas run through a separator or other equapment, as hereinafter provided, 1/4 part of the gross production or the market value thereof, ar the opuon of the Lessor, 
such value to be decermaned by I) the haghesc posted pncc, plus premaum, afany, offered or prud for oal , condensate, disnUacc, or other liqwd hydrocarbons, respeenvely, of a like type and graVIty 
in the general area where produced and when run, or 2) the highest market pnce thereof offered or prud 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 land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an 
adequate oil and gas separator of conventional type or other equipment at least as cfficacnt to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon 
wnncn consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and condations as prescnbcd by Lessor 

(B) 0 -PROCESSED GAS: As a royalty on any gas (includang Oared gas), whach as 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 Wlth respect 10 gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 114 part of the gross 
production or the market value thereof, at the opuon of the Lessor, such value to be based on the haghcst market price paid or offered for gas of comparable quahty in the general area where 
produced and when run, or the gross price paid or offered to the producer, whichever is greater proVIded that the maxamum pressure base in measunng the gas under thas lease contract shall not at 



(C) PROCESSED GAS: A3 a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, lli pan of the residue gas and th.e 
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent ( I 00%) of the total plant production of residue 
gas attnbutable to gas produced from this lease, and on fifty percent (SO%) or thai percent accruing to Lessee, whichever is the gre:uer, of the total plant production of liquid hydrocarbons, 
attnbwable to the gas produced from tlus lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its pareot, subsidiary or afliliate) owns an 
mterest, then the percentage applicable to liquid hydrocarbons shall be 6fty percent (SO%) or the highest percent accruing to a Uurd party processing gas through such plant under a processing 
agreement negotiated at arms' length (or if there is no such third party, the highest percent then being speci6ed in processing agreements or contracts in the indusuy), wlucbever is the greater. The 
respective royalties on residue gas and on liquid hydrocarbons sball be determined by I) the highest market pnce paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price pald or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), wluchever is the gre:uer. In oo 
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: A3 a royalty oo carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocnrbons) whether said gas be 
"casinghead, • "dry" or any other gas, by fractionating, bwning or any other processing, 1/4 pan of gross production of such products, or the market value thereof, at the option of Lessor, such 
market value to be determined as foUows. 

(I) On the basis of the highest market price of each product, durmg 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 ruch products are produced; whichever IS the gre:uer. 

(E) NO DEDUCTIONS: Lessee agrees that all royalties accrwng to Lessor under this lease shall be W1thout deduction for the cost of producmg, transporting, and otherwise malang the oil, 
gas and other products produced hereunder ready for sale or use. 

(F) ROYAL TV IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its optiott, upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. 

(G) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent tins lease's proportionate share of any fuel used to process gas produced hereunder 
in any processing plaoL Notwithstanding anything contained herein to the contrary, and subject to the consent in wnting of the Cornnussioner of the General Land Office, Lessee may recycle gas 
for gas 11ft purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and oo royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease. 

(H) MINIMUM ROYAL TV: Dunng any year after the expiranoo of the primary term of dus lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall 
be less than an amount equal to SS.OO per acre; otherwise, there sball be due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to S5.00 
per acre less the amount of royalties paid during the preceding year. 

(I) MARGINAL PRODUCT10 ROYAL TV: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherW1Se remain unrecovered. Any such royalty reduction must 
conform to the requirements of any School Land Board administrative rules on this subjecL Royalty may not be reduced below the applicable statutory minimum. 

5. ROYAL TV PA YMLVTS AND REPORTS. AU royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, m the following manner. 
Payment of royalty on production of 011 and gas shall be as provided m the rules set forth in the Texas Register. Rules currently proVIde thai royalty on oil is due and must be received in the 

General Land Office on or before the Sth day of the second month succeeding the m.onth 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 prescnbed 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 W1th a copy of all documents, records or reports 
confirming the gross production, disposttion 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 venfy 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 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 S% on the royalty or S2S.OO, whichever is gre:uer. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 
of the royalty due or S1S.OO whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest wiU begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which are not filed wben due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the 
date wben the affidavits or supporting documents were due. The Lessee shall bear aU responsibility for paying or causing royalues to be paid as prescnbed by the due date provided herein. 
Payment of the delinquency penalty shallm no way operate to prohtblt the State's riglu of forfemme as provided by law nor act to poStpone the date on which royalues were originally due. The 
above penalty provisions shall not apply m cases of title dispute as to the State's portion of the royalty or to thai portion of the royalty m dispute as to fair market value. 

6. (A) RESERVES, CONTRACTS AND 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 or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements wben received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. AU other contracts and records pertaining 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 weUs, tanks, pools, meters, and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land Office, the Ano.mey General, the Governor, or the representative of any of them. 

(B) DRILLING RECORDS: Written nonce of all operations on tlus lease shall be submitted to the Commissioner of the General Land Office by Lessee or opemtor 6ve (5) days before spud 
date, workover, re~tty. temporary abandonment or plug and abandonment of any weU or wells. Such written notice to the General Land Office shall include cop1es 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 61ed with the Texas Railroad 
Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts. reports, curtings and cores, or other information relative to the operation of the above-descnbed 
premises, wluch may be requested by the General Land Office, in addinoo to those herein expressly proVIded for. Lessee shall have an electrical and/or radioactivity survey made on the bore-bole 
section, from the base of the surface casing to the total depth of well, of all wells dnlled on the above descnbed premises and shall transmit a true copy of the log of each survey on each weU to the 
General Land Office within 6fteeo (I 5) days after the making of said survey. 

(C) PENAL TlES: Lessee shaU 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 effecnve on the date when the materials were due in the General Land Office. 

7. RET AlNED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a weU 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 m drtUmg such additional weU or wells as may be reasonably necessary for the proper development of the leased premises and 
in marketing the producnoo thereon. 

(A) VERT1CAL: 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 oil weU capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas weU as provided in Paragraph II hereof), or a wcU upon wluch Lessee is then engaged in continuous drilling or reworking operations. or (2) the number of acres included in a producing 
pooled unit pursuant to Natural Resources Code Sections 52.1Sl-52.1 S3, or (3) such greater or lesser number of acres as may then be aUoeated for production purposes to a proration unit for each 
such producing weU under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a 
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partial termination of tlus lease in accordance with this subparagraph and upon payment of th.e minimum filing fee set by General Land Office rules in effect at the time of the partial termination, 
Lessee shall have the nght to obtain a surface lease for ingress and egress on and across the terminated portion of the leased prem!Ses as may be reasonably necessary for the coanaued operation of 
the portions of the lease remaimng in force and effect. If Lessee falls to apply for a surface lease witlun the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner bas the discreooa to gram or deny sueb applicaooa and to set the fee for sueb surface lease. 

(B) HORJZ ONTAL: 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 depth dn1led (hereinafter "deeper depths") in each weU located oa acreage retamed in Paragraph 7 {A) above, unless oa or before two (2) years after the pnmary or extended 
term Lessee pays an amount equal to one·half (112) of the boa us originally paid as consideration for this 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 srud termination shall be delayed for an additional period of two (2) years and so loog thereafter as oil or gas is produced m paying quantities from such 
deeper depths covered by this lease. 

(C) IDENTIFICA TIO AND FlLJNG: The surface acreage retained hereunder as to each well shall, as oearly as pracocal, be m the form of a square with the weU located m the center 
thereof; or sueb other shape as may be approved by the School Land Board. Witlun tlurty (30) days after paroal terminanoo of tlus lease as proVIded herem, Lessee shall execute and record a 
release or rele:.ses cont:uning a satisfactory legal descripnoa of the acreage and/or depths not retallled hereunder. The recorded release, or a certified copy of same, sball be filed m the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release ts fi led. If Lessee fails or refuses to execute and record such release or 
releases within amery (90) days after bemg 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 offictal records of the General Land Office and such 
designanoo shall be bmdmg upon Lessee for all purposes. If at any time after the effecove date of the partJal termination proVIStons bereot; the applicable field rules are changed or the well or 
wells located thereon are reclassified so that less acreage IS thereafter allocated to wd well or wells for producnoo purposes, tbtS lease sball thereupon termJJl31e as to all acreage oot thereafter 
allocated to said weU or wells for producnoa purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced m commercial quanunes from a weU located on land privately owned or on State land leased at a Jesser royalty, wb.tch well is W!tlun 
one thousand (1,000) feet of the area included herein, or which wcU is draining the area covered by this lease, the Lessee shall, withm sixty (60) days after sucb initial production from the draining 
wcU or the weU located within oac thousand (1,000) feet from the area covered by tlus lease begin in good flllth and prosecute diltgeatly the drilling of an offset wcU oa the area covered by tbtS 
lease, and such offset weU shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or dnller shall use all meattS 
necessary ia a good flllth effon to make such offset weU produce oil and/or gas in commcrctal quanooes Oaly upon the determinaoon of the CODliillSStoaer and with b.ts wntten approval, may the 
payment of a compensatory royalty sansfy the obligation to drill an offset weU or wells reqwred under this Paragraph. 

9. DRY HOLEICESSA TIO OF PROOUCTIOt DURING PRIMA RY TERM: If, during the pnmary term hereof and pnor to discovery and producnoa of oLI or gas oo satd land, Lessee 
should driU 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 sball n.ot terminate if on or before the expiration of sixty (60) days from date of completion of said dry bole or cessation of production Lessee commences 
additiooal drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as proVIded in thts lease. If, durmg the last year of the pnmary term or 
within sixty (60) days pnor thereto, a dry bole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights sball remain in full force and effect without 
further operations until the expiration of the primary term; and tf Lessee bas not resumed production ia paymg quannties at the expuatioa of the pnmary term, Lessee may maintalll this lease by 
coaducnng add!uooal dnlling or reworking operations pursuant to Paragraph I 0, using the expiration of the pnmary term as the date of cessation of producoon under Paragraph I 0. Should the 
first weU or any subsequent weU drilled on the above descnbed land be completed as a shut·in oil or gas weU Within the primary term bereot; Lessee may resume payment of the annual rental m 
the same manner as provided herein oa or before the rentnl paying date following the exptranon of sixty (60) days from the date of compleoon of such shut-in oil or gas well and upon the fllllurc to 
mnlce 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 weU is located on the leased premises payments may be 
made in accordance With the shut-in provisions hereof. 

10. CESSATlO , ORJLLING, AND R£WORKJNG: If, after the expiraooa of the pnmary term, producnoo of oil or gas from the leased prenuses, after once oblaiDed, should cease from 
any cause, this lease sball not terminate if Lessee commences addioonal drilling or reworlang operations Within Stxty (60) days after such cessation, and tlus lease shall remain m full force and 
effect for so long as such operations connnue m good flllth and m wor!ananlike manner Without iaterrupoons totalmg more than sooy (60) days. If sucb drilling or reworlang operations result in 
the production of otl or gas, the lease shall rema.in ia full force and effect for so long as oil or gas is produced from the leased prenuscs in paying quantioes or payment of shut-in Otl or gas well 
royalties or payment of compensatory royalties is made as proVIded herein or as provided by law. If the dnlling or reworking operations result in the completion of a well as a dry bole, the lease 
will not tcrmmatc if the Lessee commences addiuooal dnlliag or reworking operations witlun sixry (60) days after the completion of the weU as a dry bole, and this lease shall remam ia effect so 
long as Lessee continues drilling or reworking operations ia good faith and in a workmanlike manner without interruptions totaling more than sixry (60) days. Lessee sball gtve wnttca aouce to 
the General Land Office witlun tlurty (30) days of any cessation of producnon. 

11. SHUT-IN ROYALTI ES: For purposes of this paragraph, •weu• means any wcU that bas been assigned a weU number by the state agency haVIDg;urisdictioa over the production of oil 
and gas. If at any time after the exptraaoa of the primary term of a lease that, unol bemg shut in, was bemg mamtained m force and effect, a weU capable of productng oil or gas in paying 
quantities is located on the leased premtses, but oil or gas is aot bemg produced for Jack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-m oil or gas 
royalty an amount equal to SJO.OO per acre, but aot less than $1 ,200 a year for each weU capable of producing otl or gas in paying quantities. To be effeenve, each initial shut-in otl or gas royalty 
must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce otl or gas from the leased premises, or (3) 60 days after Lessee completes a drilling 
or reworking operation m accordance with the lease provisions; whichever date is latest If the sbw-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the 
payment sball extend the term of the lease for a period of oae year from the ead of the pnmary term, or from the first day of the month following the month m wb.teb producnoa ceased, and, after 
that, if oo suitable production fucilities or suitable market for the oLI or gas exists, Lessee may extend the lease for four more successive periods of one (I) year by paying the same amount eacb 
year on or before the exptration of each shut-in year. 

12. COMPE SA TORY 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 detivercd in paying quantities from a 
weU located within oae thousand (I ,000) feet of the leased premises and completed m 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 ye.ar for which the royalty bas been paid. The Lessee may maintain the 
lease for four more successive years by Lessee paymg compensatory royalty at the royalty rate proVIded m the lease of the market value of production from the wcU causing the drainage or which 
is completed ia the same producing reservolf and within oae thousand (1,000) feet of the leased premises. The compensatory royalty IS to be paid monthly to the COIIUIIlSStoaer beginning oa or 
before the last day of the moath foUoWtng the month ia wb.tcb the otl or gas is produced from the weU causmg the drainage or that IS completed in the same producing reservoir and located within 
one thousand (1,000) feet of the leased premtSes; if the compensatory royalty patd in any 12-month penod is in an amount less than the annual shut-m otl or gas royalty, Lessee sball pay an 
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to dnll offset wells as proVIded tn N.R.C. Section 52.034, however, at the determination of the Commissioner, and With the Coaurussioncr's written approval, the payment of 
compensatory royalties shall satisfy the obligation to dnll offset wells. Compensatory royalty payments which arc aot timely prud will accrue penalty and interest in accordance With Paragraph S 
of this lease. 

13. L'XTE SIONS: lf. at the expiration of the primary term of tbtS lease, produccon of oil or gas has not been obtamed on the leased prerruses but drilling operanons are bemg conducted 
thereon in good fatth and in a good and workmanlike manner, Lessee may, on or before the exptratioo of the primary term, file in the General Land Office written application to tbc Commissioner 
of the General Land Office for a thirty (30) day extension of thts lease, accompanted by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and 
after the expiranon of the primary term and so long thereafter as oLI or gas is produced m paywg quantlltcs; provided further, that Lessee may, so long as such drilling operaoons are being 
conducted make like application and payment during any tlurty (30) day extended penod for an addioonal extension of tlurty (30) days and, upon recetpt of such application and payment, the 
COIIUDlSSioaer shall, m writing. agam extend tbtS lease so that same sball remam tn force for sueb acldinoaal tlurty (30) day penod and so long thereafter as oil or gas is produced in paying 
quanuoes; proVIded, however, that tlus lease shall aot be extended for more than a total of three hundred DlDety (390) days from and after the exptraaoa of the pnmary term unless producnoa in 
paying quantioes bas been obtained. 

14. USE OF WATER; SURFACE: Lessee sball have the rigbt to usc water produced on said land necessary for operanons hereunder and solely upon the leased premises; proVIded, however, 
lessee shall not use potable water or water swtable for tivcstock or imgatioa purposes for water flood operations without the pnor wntten coasent of Lessor Subject to its obligation to pay 
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surface damages, Lessee shall have lhe right to use so much of lhe surface of lhe land that may be reasonably necessary for drilling and operating wells and tranS(lOrnng and marketing lhe 
production therefrom. such use to be conducted under conditions of least injury to lhe swface of lhe land. Lessee shall pay swface damages in an amount set by lhe General Land Office fee 
schedule which is effective on lhe date when lhe activity requiring lhe payment of surface damages occurs. 

I S. POLLUTION: In developing lhis area. Lessee shall use lhe highest degree of caTe and all proper safeguards to prevent poUution. Wilhout limiting lhe foregoing, poUution of coastal 
wetlands, natural waterways, rivers and impounded water shall be prevented by lhe use of containment facilities sufficient to prevent sptllage, seepage or ground water contamination. In lhe event 
of poUution. Lessee shall use all means at its disposal to recapture all escaped hydrocalbons or olher poUutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall bw.ld and maintam fences around its slush. sump, and drainage ptts and tank batteries so as to protect livestock against loss, damage or injwy; and upon 
completion or abandonment of any weU or we Us, Lessee shall fiU and level all slush pits and ceUan and completely clean up lhe dnlling Site of all rubbiSh !hereon. 

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed mto State waters from any drilling or suppon vessels, production platform, crew or supply boat, 
barge, jack-up rig or olher eqwpment located on lhe leased area Solid Waste shall include but shall not be limned to containers, equipment, rubbish, plastic, glass, and any olher man-made non­
biodegradable items. A sign must be displayed in a tugh traffic area on all vessels and manned platforms stanng, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture. • Such statement shall be in lettering of at least I" in su:e. 

(C) RIVERS: To lhe extent necessazy to prevent poUution, lhe provisions found in subsections (a) and (b) oflhis paragraph shall also apply tn rivers and riverbeds. 

(D) PE AL TV: Fa~1ure to comply wilh lhe reqwrements of tlus provision may result in lhe maxunum penalty allowed by law including forfeiture of lhe lease. Lessee shall be liable for lhe 
damages caused by such failure and any costs and expenses incurred 1n cleamng areas affected by lhe discharged Waste. 

16. IDENTIFICATION MARKERS: Lessee shall erect, 31 a distance not to exceed twenty-five (25) feet from each weU on lhe prenuses covered by lhis lease, a leg~ble sign on which shall 
be stated lhe name of lhe operator, lhe lease designation and lhe weU number. Where two or more wells on lhe same lease or where wells on two or more leases are connected to lhe same tank 
battery, wbelher by individual flow line connecuons direct to lhe tank or tanks or by use of a muluple header system. each line between each weU and such tank or header shall be leg~bly identified 
at aU times, eilher by a firmly attached tag or plate or an identificaoon properly painted on such line at a distance not to exceed lhree (3) feet from such tank or header connection. Said signs, tags, 
plates or olher Identification markers shall be maintained in a legible condioon lhroughout lhe term of tlus lease. 

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, lhat lhe tiability of lhe transferor to properly discharge its obligation under lhe lease, including properly 
pluggtng abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to lhe transferee upon lhe prior wrinen consent of lhe Commissioner of lhe 
General Land Office. The Commissioner may require lhe transferee to demonstrate financial responsibtlity and may reqwre a bond or olher security. All transfers must reference lhe lease by lhe 
file number and must be recorded m lhe county where lhe area IS located, and lhe recorded transfer or a copy cernfied to by lhe County Clerk of lhe county where lhe transfer is recorded must be 
filed in lhe General Land Office wilhin ninety (90) days oflhe execuuon date, as provided by N.R.C. Secoon 52.026, accompanied by lhe filing fee prescnbed by lhe General Land Office rules in 
effect on lhe date of receipt by lhe General Land Office of such transfer or certified copy !hereof. Every transferee shall succeed to aU rights and be subject to all obligaoons, tiabilities, and 
penallles owed to lhe State by lhe origtnallessee or any prior transferee of lhe lease, including any tiab1u11es to lhe state for unpaid royalties. 

18. RELEASES: Lessee may relinqwsh lhe rights granted hereunder to lhe State at any time by recording lhe retinquisbment in lhe county where this area is siruated and filing lhe recorded 
relinquishment or certified copy of same in lhe General Land Office wilhin ninety (90) days after its execution accompanied by lhe filing fee prescribed by lhe General Land Office rules in effect 
on lhe date of receipt by lhe General Land Office of such relinqwsbmenl or certified copy !hereof. Such relinqmsbment wiU not have lhe effect of rele:tSing Lessee from any liab1.lity !heretofore 
accrued in favor of lhe State. 

19. LIEN: In accordance wilh N.R.C. Section 52.136, lhe State shall have a first lien upon all oil and gas produced from lhe area covered by lhis lease to secure payment of all unpaid royalty 
and olher sums of money lhat may become due under lhis lease. By acceptance of this lease, Lessee grantS lhe Swe, in addition 10 lhe lieu provided by N.R.C. Secuon 52.136 and any olher 
applicable starutoty lien, an express contracruallien on and secunty interest in all leased mmerals ID and extracted from lhe leased pretDISCS, all proceeds which may accrue to Lessee from lhe sale 
of such leased minerals, wbelher such proceeds are held by Lessee or by a third party, and aU fixtures on and improvements to the leased premises used in connection wilh lhe production or 
processmg of such leased minerals in order to secure lhe payment of all royalties or olher amounts due or to become due under tlus lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condiuon of tlus lease, whelher express or Implied. This tien and secunty interest may be foreclosed wilh or wilhout coun proceedings 
1n lhe manner provided in lhe Title I, Chapter 9 oflhe Texas Business and Commerce Code. Lessee agrees lhat lhe Commissioner may require Lessee to execute and record sucb instruments as 
may be reasonably necessary to acknowledge, attach or perfect tlus lien. Lessee hereby represents lhat lhere are no prior or superior liens arising from and relating to Lessee's activities upon lhe 
above-descnbed propeny or from Lessee's acquisition of this lease. Should lhe Commissioner at any time determine lhat this representation is not true, lhen lhe Commissioner may declare this 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee shall fail or refuse to make lhe payment of any sum wilhin thirty (30) days after it becomes due, or if Lessee or an aulhorized agent should knowingly make any 
false rerum or false repon concenung production or drilling, or 1f Lessee shall fall or refuse to drill any offset weU ctr wells in good failh as required by law and lhe rules and regulations adopted by 
lhe Commissioner of lhe General Land Office, or if Lessee should fad to file repons in lhe manner required by law or fail to comply with rules and regulations promulgated by lhe General Land 
Office, lhe School Land Board, or lhe Ratlroad Commission. or refuse lhe proper authority access to lhe records pertaining to operanons, or tf Lessee or an aulhorized agent should knowingly fail 
or refuse to give correct informauon to lhe proper aulhonty, or knowingly fall or refuse to furnish lhe General Land Office a correct log of any weU, or if Lessee shall knoWIDgly violate any oflhe 
material provisions oflhis lease, or iftlus lease is assigned and lhe ass1gnmentts not filed in lhe General Land Office as required by law, lhe rights acquired under 

this lease sbaU be subject to forfeiture by lhe Commissioner, and he shall forfeit same when sufficiently informed of lhe facts which aulhorize a forfeiture, and when forfeited lhe area shall again 
be subject to lease to lhe highest b1dder, under lhe same regulations controlling lhe original sale of leases. However, nolhing herein shall be construed as waiving lhe 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 lhe rights of anolher 
intervene upon satisfactory evidence to lhe Commissioner of lhe Genentl Land Office of future compliance wilh lhe provisions of lhe law and of tlus lease and lhe rules and regulations lhat may be 
adopted relative hereto. 

21. RIVERBED TRACTS: In lhe event lhis lease covers a nverbed, Lessee is bereby specifically granted lhe right of eminent domaJO and condemnation as provided for in N.R.C. Sections 
52.092-52.093, as a pan oflhe consideration moving to Lessor for lhe covenants herein made by Lessee. 

22. APPLICABLE LAWS AND DRILLING RESTRJCfiO S: This lease shall be subject to aU rules and regulations, and amendments !hereto, promulgated by lhe Commissioner of lhe 
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated lhat relate to plans of operations). payment of 
royaloes, and auditing procedures, and shall be subject to all olher va!Jd stalUtes, rules, regulations, orders and ordinances that may affect operauons under lhe provisions of tlus lease. Wilhout 
limiting lhe generality of lhe foregoing, Lessee hereby agrees, by lhe acceptance of lhis lease, to be bound by and subject to aiJ statutory and regulatory provisions relanng to the General Land 
Office's audit btlling notice and audit bearings procedures. Said proviSIOns are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resourees Code Sections 52.135 
and 52.137 lhrough 52.140. In lhe event this lease covers land franchised or leased or olherwise used by a navigation district or by lhe United Slates for the purpose of navigation or olher purpose 
incident to lhe operation of a pon,lhen Lessee sbaU not be entitled to enter or possess such land wilhout prior approval as provided under Section 61.117 oflhe Texas Water Code, but Lessee sbal.l 
be entitled to develop such land for otl and gas by directional drilhng; provided, however, that no surface drilling location may be nearer lhan 660 feet and special permission from lhe 
Commissioner of lhe General Land Office is necessary to make any swface location nearer lhan 2,160 feet measured at right angles from lhe nearest bulkhead line or from lhe nearest dredged 
bottom edge of any channel, slip, or tummg basin which bas been aulhoru:ed by lhe United States as a federal project for future construction. whichever is neam-. 

23. REMOVAL OF EQUIPMENT: Upon lhe termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove lhe casing or any pan oflhe equipment from any 
producing, dzy, or abandoned weU or wells Wllhout lhe written consent of lhe Commissioner of lhe General Land Office or tus autbonzed representative; nor shall Lessee, Wllhout lhe written 
consent of said Commissioner or tus aulhorized representative remove from lhe leased premises lhe casing or any olher equipment, material, mactunery, appliances or propeny owned by Lessee 
and used by Lessee in lhe development and production of oil or gas lherefrom unul all dzy or abandooed wells have been plugged and unul all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery, or debris shaU have been removed from lhe premises to lhe sausfaction of lhe said Commissioner or his aulhorized representative. 
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24. FORCE MAJEURE: Should Lessee be prevemed from complymg With any express or liDplied cove!Ull1t of !Ius lease, from conducting dnlling opcralloos thereon. or from producmg otl 
and/or gas therefrom. after effort made m good faith, by reason of war, rebellion, nots, strikes, fires, acts of God or any order, rule or regulaoon of govemmenllll authority, then whtle so prevented, 
Lessee's obugation to comply With such covenant shall be suspended upon proper and saosfuctory proof presented to the CommtSStoner of the General Land Office m suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board); and tlus lease shall be extended while and so long as Lessee is prevented, by any such cause, from dnlling, rcwotlcing operations or producmg otl and/or gas from the leased 
premises; provided, however, !bat notlung herein shall be construed to suspend the payment of renlllls during the primary or extended term. nor to abridge Lessee's right to a suspensaon under any 
applicable statute of !Ius Slate. 

is. LEASE SECURITY: Lessee shall take the lugbest degree of care and all proper safeguards to pi'Oiect said premises and to prevent theft of oil, gns, and other hydrocarbons produced from 
said lease. This includes, but is not limited to, the installation of all necessary equapment, senls, locks, or other appropriate protective deVIces on or at all access points at the lease's production, 
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulong from theft and shall pay the State of Texas royalties thereon 
as proVIded herein on all otl, gas or other hydrocarbons lost by reason of theft. 

26. RED criON OF PAYMENTS: If, dUt!Og the pnmary term, a poroon of the land covered by tlus lease as included Wlthm the boundanes of a pooled urut that bas been approved by the 
School Land Board in accordance with Natural Resources Code Sections S2.1S l-S2.1S3, or if, at any time after the expiration of the primary term or the extended tenn. tlus lease covers a lesser 
number of acres than the tow amount descn'bed herem, payments that are made on a per acre basts hereunder shall be reduced according to the number of acres pooled, released, surrendered, or 
othel'WISC severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be cnlculated based upon the number of acres outside !he boundaries 
of a pooled urut, or, tf after the expiration of the primary term. the number of acres acrually re~amed and covered by !Ius lease 

27. SUCCESSORS AND ASSIGNS: The cove!Ull1ts, condiooos and agreements contlmed herein shall extend to and be btnding upon !he heirs, executors, administrators. successors or 
assigns of Lessee herein. 

28. ANTIQUITIES CODE: In !he event !hat any feature of arcbeolog,cal or bistoricnl interest on Permanent School Fund Land is encountered durmg !he activioes authorized by !Ius lease, 
Lessee will unmediately cease activities and will immediately nonfy the General Land Office (ATTN. ArchacologtSt, Asset Management DtvtSIOO. 1700 N. Congress Ave., Auson, Texas 78701) 
and the TeXll.! Historicnl Comrrussion (P.O. Box 12276, Ausnn, TX 78711) so !hat adequate measures may be undenaken to protect or recover such discoveries or findmgs, as appropriate. Lessee 
IS expressly placed on notice of the Nanonal Historical Preservation Act of 1966 (PB-89-66, 80 Stltute 915, 16 U.S.CA 470) and !he Anriquiues Code of Texas, Chapter 191, Tex. Nat. Code 
Ann. (Vernon 1993 & Supp. 1998). On stale-owned land not dedicated 10 the Permanent School Fund, lessee shnll notify the Texas Historicnl Commission before breaking ground at a project 
location. An arcbaeolog,cnl survey might be required by the commission before construction of the project can commence. Further, in the event that any sne, object, locatton, artifact or other 
feature of arcbaeologicnl, sctenttfic, educanonal, cultural or lustonc interest IS encountered dunng the acOVIOes authorize by !Ius lease, lessee will unmedJruely notify lessor and the Texas 
Historicnl Coii11II1SS1on so that adequate measures may be undcnaken to prOtect or recover such dJscoveries or findings, as appropnate. 

29. VENUE: Lessor and lessee, including lessee's successors and assagns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding 
interpretltion of !Ius lease, or reJaong in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis County, State 
of Texas. 

30. LEASE FlLL"'G: Pursuant to Chapter 9 of the Tex. Bus. & Com Code,tlus lease must be filed of record tn the office of the County Clerk m any county m which all or any pan of the 
leased prelll.lses is located, and certified copaes !hereof must be filed m the General Land Office. The prescn'bed filing fee shall accompany the certtfied copies sent to the General Land Office. 
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31. 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 Office of the State of Texas. 

LESSEE 

BY: _____________ _ 

TITLE: _____________ _ 

DATE:. _____________ _ 

, witness the signarure of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office. 

STATE OF ____________________ ___ 

COUNTY OF ______________ __ 

COMMl SS10NER OF THE GENERAL LAi"ffi OFFICE 
OF TilE STATE OF TEXAS 

APPROVED 

Contents 
Legal 
DC 
Exec: 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersagned authority, on tlus day persooally appeared __________________________________________ _ 

known to me to be the person whose name is subscribed to the foregoing mstrument, as. _____________________________________ of 

------------------------------------------------------------------'and acknowledged to me that be 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 _____________ .day of ____________________________ __, 20 __________ . 

Notary Public in and for __________________________ _ 

STATE OF _ _ _ _______ _ (INDIVIDUAL ACKNOWLEDGME."'T) 

COUNTY OF ___________ _ 

Before me, the undersigned authority, on this day persooally appeared. __________________________________________ _ 

known to me to be the persons whose names are subscnbed to the foregoing insttument, and acknowledged to me that they executed the 
same for the purposes and consideration therein expressed. 

Given under my band and seal of office this the _____________ day of __________________________ __, 20 ________ ---' 

Notary Public in and for __________________________ _ 
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TEXAS 

April 28, 2011 

Mr. Robert J. McFaul 
Angelle & Donohue Oil & Gas Properties, Inc. 
P.O. Box 52901 
Lafayette, Louisiana 70505 

Dear Mr. McFaul: 

E IR.L~ L 
] ERRY PATTERSO , C OMMlSSlO ER 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on April 5, 
2011 . I am pleased to inform you that Angelle & Donohue Oil & Gas Properties, Inc. was the high 
bidder on MGL. No. 70, which has been assigned the lease number M-112451 . 

State Lease M-112451 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(8), wh ich requires submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission, they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1, Application to Drill ; 
W-2, Oil Well Completion Report and Log; G -1 , Gas Well Completion Report and Log; W-3, 
Plugging Record; G-5, Gas Well Classification Report; G-1 0, Gas Well Status Report; W-1 0, Oil 
Well Status Report; W-1 2, Inclination Report; Electric Logs; Directional Surveys. 

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

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

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx. us 



File No. flJ e I I -:At?~ I 
Datefi!~~/ Bv£ E. Patte1'8011. Commissioner 
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~ustin, 'aCexas 

O IL Al'ffi CAS UAS1t 
~f01,· 11l451 

WHEREAS • .,......._ 10 me Tens Nllllnl Resowccs Code Cboplm 32, ll, l l , >nd Chapter $2, ~ A·D ood H. (JOOd Code bcooc bcrtlullcr rcfal1ld 10 • N.R.C.). ood ...O,OC:O 10 oil 
Nlc> ood rc~ proclllllptcd by me c-of me Gaocnl Lood OC'6oo ODd/or obc Sdlool Lood- .....--- ood ollorloa-~-ood- ., JOOd 
N.R.C . me -..,..,..._ 10-WIC 

SOl!TII ONf..HAU' Al'ffi NORntlAST ~ARTER (Sil .I N£/4) OF SECTION 1l, BLOCK Sl, PUBUC SCHOOL LAI'ffi SURVEY, llUV£5 COUNTY, TEXAS 
COI'ITAJNINC AI'PROXIMAn:LY 4111.7 A<:ar.s, AS SHOWN ON ntl OmCIAL MAr OF U:lV&S COUNTY, TEXAS CUillllNTl.Y ON FlU IN no: TEXAS Cli«JJA,L 
LAI'ffi oma:, AUSllN. TEXAS, 

wu. aftc:r bona duly~ olr<rod for lc.uc <»me 5clo clay of April. lOll . • 10 00 o'clock 1 m . by lhc eo..au...o- oflbc v.--1 Lood OC'6oo oflbc Saoc ofT au ood me Scllod Lood 
Boord oflho Saoc of Texas. for lho oolc IIIII OGiy .,.._ ofPf'OII'OCWI& ood dnll'"& for, aod procb:oaa ool ,.j/or a- IbM ""Y be lioomd ood prodoocod &-.a. 11>ow cloocnbod--. ood 

WHEREAS, aftc:r Ill bocb aod---1..........!.., .. JOOd ......... -duly -..dc<od by .. c-oflbc v.--1 Lood OC'6oo aod .... Sdlool Lood - .. I ,..,.a. 
mcctu~& lha'eof 10 lbc Gcacnl Lood Ofticc, <» lbc ,- doy of April. ltl l, bcl<ooaftc:r 1bc "dloctiw ._. ood • - fouod ood ~ dool ANClll.l .I DONOHUE OIL A CAS 
PROPERTit:.S, INC. - l<l<hu io P.O. BOX ~I. LAtAYr:TTI, LOUISIANA.._ llod o&rod 1bo lltpao ood bcollltd lex ar-e of .a.- 1i1ow cloocnbod ood "- lbrRicn. 
CDbtkd to rt:CCIYI: • Ieee Uta-con. 

NOW, TIIEREFORE. I, Jcny E. """""" ~ of 1bc Gcacn1 Laod Ofticc of 1bc Sbtc of y...._ ........,.., - .. rcfal1ld "' u "Lcsaor; - addral ,. """"'- T<»>. by 
""""' of me ..-,,y ..,.od • me ...t .. cocwdcnooo of lhc po,.- by lhc .......... dclo_..t Lcoocc. lhc-of 0.. ,.._ nr.. H-....r T_..r;.;p. n-....11 0.. U,...rreol 
S... .. oy.F .. r Aool lOll to Oallan (SI ,Jl&, l 74.1t ). n:ccipc of ..t.iclo io locrctJy a-lodaod llld of 1bc royo1oe1.-. ........... aod .....- """'-'d ood ......., ......,d 10 be puc!. 
obocMd oad pcrfol-.l by 1....-, do llonby daluoo. .-. ,_ oad loi<BO die lbooe......,.. boddor dlo......,.. nPI 10 J111111*1 b , .......,. ..t lib ail ODd/or po &.. lllo .m:-t 
.... ._lbcfollowoaa,.._ond~-

I. RESERVATION Tbcrc ~hereby uup<od ...t r....-...1 10 l.uJ«'Ibc fi<Jiusc oflbc propcny oo..rod hereby aod all n&fla wub ._ "'lbc ..me.: ood -..tacc doaooffor 10y aod 
all purJ>Ot<S """"' ....,.. puled, oad 10 lbc- bcrcoa ..,.ooc1., Lcsaco, lhc nab< 10 .,...llunlpoma _,._ _..yoxal ood p>1opca1 ,....... ood 10 .-. - orloa-...- wo<b 
durd panxs. wludo allow lUCio durd pomcl IO-~ polopcal or .....,c; """"71 .._ .,_, UDC!a, dirouP aod aaw. .a. load-..! .......... !be ocr. of duo lcuc, IDd 
lhc n&f>u of,..,_ aod cpa~ ood - of JOOd loads by l..aaor IDd iiJ onmenol ......, lor .,..,_. of oaploruoalor IOd pn>duo:aa t1oc ..-.Is wludl arc "" oo-od, or wludl ... y - be 
CO'It'Ucd In the: futW'C. YDilk1' the: &emU or thu k:uc~ but wludl IILIIJ be ~ wtdam the swfacc1 boundlna or the lcucd wca. AJJ o( c,bro npu I.Q IIDd 10 dac. tc.cd praaaas ~ by 1..cuor 
aod all oflbc np11 lo aod 10 .a. lcoood.,....... ~., LcaiOc bcrcta oba1l be .-aacd ,. wc1o 1 -"""- .aau -.Jy ...m.. w0 Lbc-- oflbc orloa-

l. TEAM: Sllbjca 10 d>c--hereof, .............. be b I ...... of lin (S} ran - tloc .-..dole llcnof(bcrcon called ·~ lenoj...! llfoq-• ool or P" .. 
produced .. I'O)'IIll- & ... saod ...... 

l . DELAY R£NT ALS If oo wcll11 c:ocmcnc«< oa Lbc 1.-1 bcrd>y lcaiCd oo 0< before lbc ...,.,..nary dole of dw lc.uc, dw lc.uc oball ............, 11 10- - lllllcsllbc Lcucc oa or 
before utd dole sball pay or leocic:r 10 lho Camtu ._ oflbc Gcocnl Lood Office oflbc StaU of T CUI M ~ Tcxu. tloc _. opccJicd 101bc follow>q tcbodltk -'tapltod by lbc 
number of ac:rcs lA lhc .,.........._ wtud> tballopcn~e u 1 -.1 aod ..- lbc pnvtlcp of ckf"""'&lbc coe of 1 well lor rw-.. (ll) _,.. - JOOd dole to lib ....,. utd 
._ poyiDCDU or lcodcn o("""""" SCI 010 ••lbc fo llowia& odoodulc, lhc -• of 1 well ~a~y be lltnbcl clofared lor 1 bke ponod oftloc - -of-· 

AMJ.ys:aary o.c Dday R.cgr.al Del' Acn 
fll'll s l 00 
~ SlOO 
llurd s 1,000 00 
f ourtb s j 00 

4. PRODUC'110N ROYALTIES: UP"" producooa ofotl ,.j/or pa.lhc l.csloc- 10 pay or COllie .,be pood O)lbc C<-••·-ofk o.-.1 Lood OC'6oo • ,_.._ Tcxao. b .a. 
""'...t baxfil of !he Saoc of Texas. duno&lhc lena bend. 

(A) OIL: A> 1 IO)'>Joy oa oil. wt.dl "doMed u ...tudul&lll ..,...__ p<oduccd 10 1 hqwd form 11 lbc -'> of d>c well ODd abo .U -. ~ aod odlct bqwd 
b~ rocownd &om 011 or P"""' """"ah 1--0I'orloa--. u....-....Ac:r pnMtlod. Ia ponoflbc-~or .a.-volloc dltcroo( • .. .,..... oflbc Laaor. 
IIUd> valuc1o be ckt......-d by I) lbcb•abcM pollod pnoc. ptu, ..-- tfaoy, otrc:rod or pood (or 01l c:ootlm.-. dUiillMc. Ol'orloa- liQUid b~ ._-.d)-, of 1 1ib 1)110 ood &n""Y 
•• lho ..,...... ., .. wbcrc produocd aod wbal Nil. or 2) lbc bi&f>csl ...ru. pncc lbcroof olrc:rod or pood .. t1oc ac-111 area wbcrc p<oduccd ood - "" or l ) .a. ar- proceoclo of !be oale 
lha'co( ~ ,. !be - Lca10c - IbM bclono llt'f au pr<>dllcod "- lbc load bonGy lcoood a oold. .....ct or pr-..d • 1 plaoo. • .nD be .,. he of- ., '-- llwottP • 
llllnq\Wc ool...t P" _..... ofooo--'1)110 or orloa-- • Ieaia • dfic:tool 10 .a. atd IbM Ill liQUid~-- .a. a- by ..cit- .nD be-.!. IJpoD 
wnucn- ofl..aaor, lbc-lhMIIUd> p> be na lltrouah IUCII 1--or orloa-- -.y be ...r..ct 1f1KJa-*- ood .....- • .,._.,;t.od by......,.. 

(B) NON-PROCESSED CAS: A> 1 royalty .. "'Y au (IOCI""'"allar<d au~ w1>tc1> ~ dcfuoocl .. .u b~ ...t ..--nne-.. c01 .. ....,.,.....,.. (A) o~>o ... 
p<oduccd ,_ "'Y well on ...t load (""""' .. fi'O"'dod bema Willi._ 10 P" pnx:oacd., a plonl lor lbc-of........,., bqwd b~.,. or1oa- ptOdltcU) Jii pon or .a. voa 
~or !be ....U. ..t.,. lha'eof, • !be 0p1>00 oftloc l..aaor, IUCII Ylluc10 be boaod.., d>c lotaJ>csl ..U. pncc pood or otruod lex a-of--......., .. tloc ........ arca wbcrc 
p<oduccd IDd- lllll, or lhc voa pncc pood orotr..od10 lhc~. --...,. 11-p"OYidod 11wc .a.--_. buc • -lhc a--._ r-- ollall ... • 
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...,.._ol'*-"-·---........ ---ol .. .._llllocloe_.byGaoonll..mdomc.nolaadlocl • .. -ol .. pon!OI­
a-__ .. ,...,..,...,--..._for_md_aomd..,.a.....---o( .. looood-•_.ybe.-,._,.b .. ..-.cl__.ol 
.. _.o( .. ..__. ---- !11.-faib 10 owlY b aMfaco"-..- .. 90.,. penod_.&od .CO.... I.--row~~' b a ___ .. Lmd 
Ollicx.t.. .. l.ad ._ .. - ....... o~o.y-~..too .... lacb_Mfaco...._ 

(II) HOIU.Z()t(TA1. Ia .. c.-diU- 11 a bee md dka - (l) 1'""-.. -dale o( .. ~CO' ex-.lod ...... ohaiJ rwu..-- a 10 all clopcba below 100 
r..t bdow .. ooal clq>clo -~ "cioq>cr clopcba") a CKio .dl ""'-'1 011..._ .........Sa .......... 7 (A) .CO..., ..... Oil CO' b<fcn I'M> (l)_.-.. ~ .. ..-loci 
....., ~..aa« pays.,- equaloo .-laolf( l/2) oldie-.. on.,...ny ~a CCIIIIIdonDoa b diU 1oooo (• JpOC:&6od 011- I bon>ol) II-- • pood, diU"- IMII be • -
md dllocl • IOIUda cioq>cr clopcba, md -.I-tWI be...,..., b •-ponod oii'M> (l) ,._. md ao looc- a all <a' PI II prooa...d a poyull.-...- JUdo 
cioq>cr clopcba -..! by diU .... 

(q IDIJ'(T1F1CATION A1'1D PIUNC: The-..._....- locr<uaclc< • 10 ..a wdl obo11. a .-ty aa prococal. be • oloc ba ol a _.- oloc wdl ""'-""' oloc­.........,_ .. --.a. . ...,. be-- by .. SQoall.ad-. w- 6lrty ()0) Gay>-...,..,.._ oidu .._ • prowled-. 1.-... ....,... ..t .--1 • - ........... _ . ......,.lopl ......... o(oloc...__..,.. ___ no.-.lod.-. ... ...-""''Tol-.tWJbe!ilodallooGaoonl 

Lmd 011icx. ~by 1bc 6bq lot....,.- by 11oo G.wall.ad 011ioo na1ca • dlocl ao 11oo dale 1bc-• 6lod. II t- 6U '"'....._ 10 ..-...t .--1 _.-'"' 
---('JO) cloys- ...... ,..._t .. clo .. by .. Gaoonll.ad Ollicx.-.. • ....... -..., __ by----- ... ..._-
ciopcba10be-------• .._.._ ... - .. --. ...... ____ .. __ o( .. G-oll.ad08ioo- .... 
..,_...,be-.,._ a-fatal!- II• .,, ,_ - .. -~- ololoc ........ .............,_ ila'c>ol. .. ......,_ 6cWnola ... -..,.~ .... wdl<a' ---.. """-6od ..... laa_ • ...-__ .. .-.~_ .. _ .. ~_ ... ..__..,_ __ ., ... __ _ 

allo<-.IID.-.1- CO'- b .......... -

L OP?SrTWEU.S: flaoloodlorps*"''dbeprooa...da-~-·-locudaot.d~-..dla'ooS...Ioodlooood••-royally. wloodtwdl•....m.. 
--(I,OOO) """ot .. ._ DC!udodba-.O<wloodt ..n .. -.., ...... -by'*-'-.lloot-DII. Wldualllii)' (60) Giys-- ...... ~- ... _..., 
wdJO< .. wdl----(1,000)"""- ...... -..! bydlio t- bepl10 ..,od- md _diiJ_.,IIoo ~of--- 00 .. --by diU 
"-.md--wdltllollbedrillod10-clq>cloa...,be_,-oo_ .. -...~ollloo .... -.o~by'*-'-.md .. ~- .. ---•-
...,...., • • 100'1- dlon 10 - ---poodioco all mo~~ .. ... . -- Ooly ..... _ ol.. -------..., .. 
-ola-royally~doo~IDmill•-...OCO'wdls~IIDder'*-,.,......_ 

' · DRY H01.£1ClSSATION 01' I'RODUCTlON DU1UI'IC ~"~~.~MARY TDlM: 11. ..... dlo pr..-y""" 11cRo1 md pnor 1D-,_ -.1 ~of aoJ'"' po ao aaod laod. 1.­
aboulddnU a ckybaiola'loolalbcnoa.CO'd ...... doo~"""bcnol-.1-dlo-,_-.IOCIIIII..,._.olollla' .. -dlolooood~-~-­.._-.. , - ....... -DOl- dOll .. b<fcn .. -oflllii)' (60) Giys- dalcol"""""""' ol.-.1 cky bolo .. _ol.,....._. '"---.....oNhoc .. ~-""""" .. pays'"'_ .. __ ....,. __ .. ___ prowled• ........ ll. ........... ,..ol .. pt..y ..... 
wu~w~....,. (60) Gay>"""' ~~~cnoo. • ckJ bole be _....s ood--. .... pn>e~oxma o1 oa .. ... abooold ,_b..,-.._.,,..... ... -.,... bee-.~.--,...._.w .. _._oi .. pr;..y-- dl..-loooaot.......d~·-~· .. -ol .. pt..y_._...,_ ..... .._by -.-..cWJ.,. .. ~--IO I'Incnl>b 10. -doo-oldloprmwy ...... • .. dalcol_ol..,._._ ~ 10 Slooolddoo 
fin< ...0 .... , ~- drillod C. doo abow -=ntoodlood be~ a I ........ oiJCO' ... - widlia .. ~...,. t....eo(.l..- 010)'- -o(lloo -..J .-.1 ID 

doo---• prowled bcreiooo .. bdn .. .-.1...,;., dale rouo.n.c,.. ..,.._ ofiiXI)' (60) Gay>- doodalc ol.........,_ ol_. ..... oa .. po ...a ..s""'"' doe failun oo 
molteouda~dllllcue,....'l*>focoo.....,_ fl•dlo-ol .. pr-.y....,or-,-- . ........ oil .. po-•""'-daodoolooood_..._..., be 
mode • acconlaDc:c ........... prcMoioao -

10. aSSATION, DIULJ..JNC, A1'ID UWOIUCINC: 11.-doo- oldie~ 0<1111, pn>doxma olaol'"' ps- 1be "-'!---..--.!,---.. , ...... diU ....... DOl_ r!t-- -..c~nu,.. .. ~--Gf'J(60) Giys ____ ... .._ __ • t.llbcomd 

dllocl lot aoloq • ---· ..,odfaoda -.1 a-----_,_-,-. -IIXI)' (60) Giys !1-ckllloq .. roww~aq __ ......, a 
.. .,.-oloilla'ps.doo ____ fiiii_..S_bJOiooc• ool ...... prooa...d-lloo"-'1-·poyaa- .. _o( __ oil .... -..,...... .. _o(_ ...,..._ oa modc aa pnMdod llcna CO' II~ by low fldoo ~ .. .-.-b&-.-a doo .........,_ ola ...0 ao a cky .... .. "-
will .. --.r! .. .__-...,..'*""'"''"'.-.-b&--Gf'J(60)Giys_,.."""""""'ol .. -aa acky-. .ddut---•dloclao 
loqaal..--cW~Jq .. .-.-t.&-•100'1 faoda-.laa-. --..,._......._ -.-Gf'/ (60) .,._ .._ ... ---10 
.. Ga..~ lad om..-....,. ()0) Gays ol-,-ol ~ 

I I. SHUT-IN ll0YA1.nt:S: fla' ..--oidia-"" "wdd"....,. _, wdl ... boa b«a _,...t a ...0-- by doo- _,. .....,.,.-.....,... .. ..-olaol 
aod ps. flat.,,._ a&< tbc- oldoo pr...y...,. ola lcue lbal. IIDiil bcaa ._ oo.- bcaa ....-! m bee .d dlocl. • - oapal>lc ol proclooaq oil 0< po • ..,..., 
_... oa localed 011 doo ~uaoc~.,.__ bul aoJ 0< pa 11 DOt bcaa prooa...d b lodt oiJWiable ..-fKillncs CO'Iodt ola - llllr1td, - 1..- _,.pay a a ..... oo1 0< ps 
royally ., - equal10 S 10 00 per acR, bul_. laa "- SI)OO a ,_ b eada ...0 oapal>lc ol proclooaq all <a' ... io - _...,. To be dlearoc. ca ooibol - ·• all <a' ... royolry 
"'""be~ oo., bri:n: (I) dlo c:xponoiao oldoo pr..-y wm. (2) 60 cloys a&< doo 1..--10 ..,.._oa or ... - doo looood- or (J) 60 Gay>-~..-._..,. a-..., 
CO'~--ID-wD dlo t--- dMe II-- fldoo ..... oo1 CO' ps royally II pood, .. t-- be "'""'*"""iD be I proclooaq .... ood tbc 
- .... cxaood .. """ ol .. - fat . penod ol-,..-.. cad ol .. pra.y ....... - lloolinl.,.oldoo -li>llow-a .. -.-~-. ..s.-
""'-rlao-pn>doxmafacilibcaor..-...u.bdooool .. pa..-a-ay...-ldoot-bro.-._,..panodool-( l) ,_by_doo __ _ 
.,._ ao or b<fcn dlo _.._ oiCKio ...... .,._ 

IL COMPVISATOilY ROYA1.1US: I( ....... doo penod 1bc 1oac oa lt<pC • dllocl by-ollbe ....,..,. oa .. ps royall)o, ool or ps,. sold -.1 ddrwnd a-_...,.- a 
...0 locudwulwi-- (I ,OOO) r..toldoo ---~· .. -~....._ . ... _,.,....,.-.-_ • ...,.,..,_ .. ,...,_10_ 
dooloac by ..,... .. ....,.,oa .. ps roya~~y--.to. .. .._..,..,__,.."' .. .-ot .. ,_b..-~~ooroya~~y~ooo-..- no~.-...,_ .... 
~cuero. ro.-.. _...,,....by t.caa.-_,. royo1ry • doo royally- PfO"'dod • doolcax otdoo-......, o1..-- doo ...a c:oo.aa .. ~ .. w1ooc1t 
11 ~ • .. - produc:oq ..__. aod Wlllua-- ( 1,000) r... oldoc looood ~ The_,. royolly 1110 be~ ..W, 10 o1oc Com-·-~ oo or 
bdn .. ~a~~., o1 .. - 1o11ow1o, .. - • .- '*"' oa .. ,.." produc:od ._ '*"'-..._ .. ._ .. ""' • -.pl<ood • .. -.,........ ,_,_ -.llocaood ....m.. 
- 11>oua..s (1,000) 1m ol tbc leuod prcauoa; dlbe _,.royally~ •.., 11- penod,.,. •-._ "- 11oo _.., .... oolor po royally, 1..-- poy., 
- equal oo dlo cllll"uaoec wulwl cbiny (30) Gay> ._ die ODd ol olio 12.-h pcnod. ood _,. ollheae prcMIIOOJ will rdJCW 1..-ol dlo obbpbOO o1.-~ aor doo 
obllp1>00 10 dnU .- ...OS aa prowled • NJLC s.c- n 0:14, -..r. • 1be- o1 olio a--. ..t Willi doo C ; ..,.._ ~ .. - or 
«>mpaaSSICO'Y royalba ..... aalllfy .. obbpbOO .. mill ollici....Jb. ~royally-- .. aotlimdy paod will""""'".......,.--• - -~ s 
oldiiJieuc. 

U. IXT'tNSIONS: fl. • lbe _.._ or dlo pr..-y,.... oldlll "-. pn>doxma ol aoJ or ps ll.oa"'" b«a-'"' .. lcuod prauoes to.~..,.._ .. b-e oooducaod 
doa-ecD • 100'1 liudo md • •"""' ---.a--,, cala'b<fcn .. _ oldoopra.y-lilc • !be Gaoonl LmdOIIicc-- ""'*- 1D lbc CC ____ " 
ol lbe Ocoenl Lmd Ollioo lot •....,. ()0).,.-oldlll '-- """""'1*-1 by- olnn.. ,_ Do11an (D,OOO 00) r!dua .._ cown u-fony (6-W) .... '"' 1aa 

-Sa n.o...-1 Dollars (l6,000 00) r!dlll- ..,_. .... - ""-bty (6-W) .... - .. c -. .. --.. -b • ....,. ()0) .,. penod--
- .. - or ... ......,....,-"'"""......-. oil or ..... produc:od.-- prowled ......... ... ~..- _.y, 10""" ........... -.., ...... 
-..:..d -lib~-- ........ .., dm1y ()0) cloy~ penod b---oldmty (30) Gays- ..... - ol- ""'*-- pa,.-. .. 
eo.....- aball. ·- apiocxaood 111u .._ ... - o11o11 ..- ....... fat"""'-..,., ...,. (lOJ .,.ponod -.~ .. ~oo~c- . oa .. .,.. prooa...d • ...,.... -DOa.pro...s.d.-..r .... dllllcax- .. be-b~-·-oi---,.()90) Giys ___ .. _ol .. pt..y ..... -..-. 
pa,....-----

14. USE OF WA TEJI; SUili'ACl:: 1..-..a bavc doo np 1D '* -..- produc:od 011 audlood __,. b - ~ ood aoldy ....... looood--. prcMclod. -..r. 
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TX 16'9"8":0'14 - 0 0 

CHECK DATE 02 / 08/12 
REMARKS: 
DELAY RENTALS 

DEPOSIT TO THE CREDIT OF: 
TAX I .D.: 
"PAYABLE TO: 
COMMISSIONER OF THE TEXAS 

••• • • • • • • 

"'''X ••"T2 

TOTAL-AM'F-: 2-4-037 5 0 

••• • • • • • • • • • •• •• • • •• 

••• • • • • •• • 

••• • • • • • • 

050923 

IMPORTANT I 
The at1ached check Is lor the person(s) named above PLEASE DATE. SIGN AND RETURN 
THIS RECEIPT In the return envelope proVIded ~ directed to a bank. please deposrt the 
amount to the credil of the person(s) named above and date, stgn and return the receipt on the 
day you receive tt If correspondence is requored, please make reference to lease number 

DATE: FEB 1 6 2012 I 
I SIGN HERE:t RENTAL PAYME_N_T ___ ~~=..J 



PETROHAWK ENERGY CORPORATION 1 2 7 Q 716 7 0 50 9 2 3 
1000 LOUISIANA STREET, SUITE 5600 · HOUSTON, TX 77002 832-204-279gJ- CHECK NO. 
IN PAYMENT OF DELAY RENTAL SHUT-IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

LEASE NO 
LEASE 
DATE 

TX1698-014-00 04 / 05 / 11 REEVES 
STATE OF TEXAS M-112451 

PROPERTY DESCRIPTION: 

COUNTY 

Prospect : COTTONWOOD PROSPECT 

ST. 

TX 

Twp Blk 
PUBLIC SCHOOL LAND SVY, A-3972 53 

Gr acs: 480.7000 Net acs : 480.7000 
S2, NE 

DEPOSIT TO THE CREDIT OF: 

RECORDED 

BOOK PAGE 

Sec 
23 

3042 

TOTAL AMOUNT: 
RENTAL AMOUNT: 

BANK CHARGE: 

RENTAL PERIOD 

MOS. BEGINNING 

12 04/06/ 12 

•• • • • • • •• 
• 

• • •••••• • 
•••• • • • •• • 

• 
• • •••••• • 
•• • • • • • •• 

2,403.50 
2,403.50 

PAYABLE TO: 
COMMISSIONER OF THE TEXAS 

ACCOUNT NO. 

GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
STEPHEN F AUSTIN STATE 
OFFICE BUILDING 
AUSTIN. TX 78701 



• •• • • • •• • 
• 

• • •••••• • 
•••• • • • • • • 
• 

• • •••••• • 
• •• • • • •• • 

~as 

Ftle No. nf u "J,i) I 
bt-6 (?&.h\ 

jate Filed: __ z. ..... /r....:...t <....~../ ... 12..:::;..._ _ _ _ 
Jerry E. Patterson, Comissione• 

: : ·, _____ ___;:~;..;...;.._ ___ _ 



PETROHAWK ENERGY CORPORATION 155508 
13~ P.OST OAK BLVD., SUITE 1900CT · HOUSTON, TX 77056 inquiry@bhpbilliton.com CHECK NO. 

REFERENCE I INVOICE DA~ INVOICE NO. INVOICE AMT._lPRIOR PAYME_NT---+-_ DISCOUNT AMOUNT PAID 
-t---

•••• • • • • • 
• •••••• • • 

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

•• •• • • • • • 

LAND 3/12113 1385 

COTIONWOOD I PROSPECT 

2,403.50 L3708343 
CY\ ~/1'1'/5/ 

437294 CGMMISSIGNER O~TEXAS GENERAL LAND --CHECK DATE 

OFFICE 03/14/13 

2,403.50 

J d- \ 

TOTAL y $2,403.so 



P.ETROHAWK ENERGY CORPORATION 
1360 POST OAK BLVD., SUITE 1900CT • HOUSTON, TX 77056 inquiry@bhpbi ll iton.com __ _ _ 

REFERENCE INVOICe DATE INVOICE NO. INVOICE AMT. PRIOR PAYMENT 

•••• • • • I • • 
• •••••• • • 

• 
• •• • • • ••• • 

•• • • • • • • • 
• 

•• •• • • • • • 

COTIONWOOD PROSPECT 13708343 
LAND 3/12/13 1385 2,403.50 

CHECK NO. 

DISCOUNT 

437294 COMMISSIONER o'f-E~TEXAS GENERAL LAND 
OFFICE 

CHECK DATE -- - -

03/14/13 TOTAL L 
r 

I PAY 

WA~_I_"!_G DO NOT ACCE~T THIS _DOCUMENT UNLESS YOU_ CAN SEE A WATERMARK 

PETROHAWK ENERGY CORPORATION 
ACCOUNTS PAYABLE DISBURSEMENT ACCOUNT 

1360 POST OAK BLVD., SU ITE 1900CT 
HOUSTON, TX 77056 
inquiry@bhpbilliton.com 

Bank of America~ 

DATE 

03/ 14/13 

Two Thousand Four Hundred Three Dollars And Fifty Cents··· 

COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE 
ATTENTION MINERAL LEASING 

AMOUNT 

-
AMOUNT PAID 

2,403.50 

52,403.50 
BOL0-200 

$********2,403.50 
1 TOTHE 

ORDER 
OF 

1700 N CONGRESS AVE VOID AFTER 180 DAYS 

AUSTIN, TX 78701 USA 



Check Receipt 

CheckNo.: ... Check Date: 3/14/2013 

Payment Type: DELAY RENTAL Payment Amount: $2,403.50 

Lease Number: TX1698-014-QOO Original lessor: STATE OF TEXAS 

lease Effective Date: 4/5/2011 Recording Information: OOC#3042 8879 P458 

State: TX County: REEVES 

Check Remarks: 

M-112451. BLK 53, SEC 23, REEVES CO., TX. DELAY RENTAL PAYMENT. 

lll bhpbilliton 
resourcing the future 

BHP Bll.LITON PETROLBJM (FAYETTEVI.l.E) 
ATTN LAN> AOI.tNISTRATION 
1360 POST OAK BLVO STE 150 
HOUSTON. TX 77056 

Owner Relations: 
1-877-311-1443 

Period Covered: 

4/5/2013-4/5/2014 

IMPORTANT 

PLEASE SIGN AND RETURN 

For the Credit of: 

(BAll): 437294-1 Payment Amount : St,403.50 

Ow ner: 

COMMISSIONER OF THE TEXAS GENERAL LAND 

OFFICE 
Addresf.• 1700 N CONGRESS AVE STEPHEN F AUSTIN STATE By ________________________________ _, 

AUSTIN, TX 78701 Title 



File No. d1£/li?t/5L 
l?erzilll Ayaaf 

Date Fi led ~~/J 
lcrl') I· P1ttL en. C ll11 .. 1i!sS10ner 

I 



Page 1 of 2 

Check No.: 202295 
Payment Type: DELAY RENTAl 

Lease Number: 1044142/001 LSE 

Period Covered : 04/05/2014-04/0S/2015 
Payment Amount: $480,700.00 

Original Lessor: STATE OF TEXAS M-112451 

175065 0325 1 000005 0000 17 00 11004 

Lease Effective Date: 04/05/2011 Recording Information : Book# 879 Page# 458, 3042 

State : TX County: REEVES 

Check Remarks: 
DELAY RENTALS FOR THE 3RD ANNIVERSARY DATE 

BLK 53 SEC 23 

For the Credit of: 

RENTAL PA YMENl 

tj-th.~,.. ® 

Owner: COMMISSIONER OF THE TEXAS GENERAL 
LAND OFFICE ATN MINERAL LEASING 

Address: 1700 N CONGRESS AVE 
AUSTIN, TX 78701 

(BA#): 80104210 

14710087 

Payment Amou~ $480,700 .00 

••• • •••• 
• 

•• • • • • •• 
• 

• • ••••• • 
••• • •••• 



Page 1 of 2 17500!> 03:?5 1 ()000()5 0000 17 001 ~ 

Oheck No.: 202295 
Payment Type: DCLAY RENTAL 

Period Covered: 04/0512014-0410S/2015 
Payment Amount: $480.700 .00 

Lease Number: 1044142/001 LSE Original Lessor: STATE OF TEXAS M-112451 

Lease Effective Date: 04/05/201 1 Recording Information: Book# 879 Page # 458, 3042 

State: TX 

Checlt Remarks: 
DELAY RENTALS FOR THE 3RD ANNIVERSARY DATE 

BLK 53 SEC 23 

For the Credit of: 
Owner: COMMISSIONER OF THE TEXAS GENERAL 

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

County: REEVES 

(BA#): 80104210 

,; bhpbilliton Ban!< ot Ament .. t t4s:; Mar~N St •th f-1 32 1 

PETROHAWK ENERGY CORPORATION 
ATTN LAND AO~NISTRATION 
PO. BOX 22719 
HOUSTON, TX n027 ·9996 

S..n f rdfl<;IS(O CA 94103 - , iio GL 

PAY ••**** ... 480700*DOLLARS AND• OO*CENTS 

PAY 
10 
WE 
ORDER 
(A' 

COMMISSIONER OF THE TEXAS GENERAL 
LAND OFfiCE ATN MINERAL LEASING 
1700 N CONGRESS AVE 
AUSTIN. TX 78701 

u•ooo 20 2 2 9 su• 

14710087 

Payment Amou \: $480,700 00 

DATE 03/25/2014 CHECK NO. 202295 

AMOUNT *"*,........,$480,700.00 

OD r NOT CASHED W Tli ~ 
SIX MONlHS or ISSOC 

I NON TRANSFERABLE I 
Owner Call Center- 1-an 311-1443 

••• .. : . 
• 

•• • : .... 
• 

• • :····· 
:··· 

•••• 



• • • • •• • • • • • • • • ••• • • • • • • ••• • •• • =·~tbt'L...;.·--------• 

tern - P tilL . ... nissioner 

B)_~ 



• • •• 
•• • 

• • • 
•• • 

•• • . 

Page 1 of 2 

Check No.: 204969 
Payment Type: DELAY RENTAL 

Lease Number: 1044142/001 LSE 

Period Covered: 04/05/2015-04/05/2016 
Payment Amount: $2,403 50 

Original Lessor: STATE OF TEXAS M-112451 

175065031310000120000450011004 

Lease Effective Date: 04/05/2011 Recording Information: Book # 879 Page# 458, 3042 

State: TX 

Check Remarks: 
ANNUAL DELAY RENTAL M-11 2451 SEC 23 BLK 53 

•• 
l 
• ••• • 

•• • • • 
• ••• • 

• 
•• • • • 

For the Credit of : 
Owner: COMMISSIONER OF THE TEXAS GENERAL 

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

County: REEVES 

RENTAL PAYMENT 
~rr· 

(f) 

(BA#):801 0421 O Payment Amou : $2,403.50 



Page 1 of 2 

Clleck No.: 204969 
Payment Type: DELAY RENTAL 

Period Covered: 04/05/2015-04/05/2015 
Payment Amount : $2,403.50 

175065 0313 l 000012 000045 0011004 

LJease Number: 1044142/001 LSE Origina l Lessor: STATE OF TEXAS M-112451 

Lease Effective Date: 04/05/2011 Recording Informat ion : Book # 879 Page# 458, 3042 

State: TX County: REEVES 

Check Remarks: 
ANNUAL DELAY RENTAL M-112451 SEC 23 BLK 53 

• •• • • • • • 
• ••lt••• • • 

lo 

•••• • • • • • 
• • •••• • 

• 
• •• • • • • • 

For the Credit of: 
Owner: COMMISSIONER OF THE TEXAS GENERAL 

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN , TX 78701 

• bhpbilliton 
PETROI"\AWK ENERGY CORPORATION 
ATTN LAND ADMINISTRATION 
P.O. BOX 22719 
HOUSTON. TX 77027-9998 

Bank ol Amenca 1455 Marl<el SI 4th Fl 
San Francosco CA 94 103 

PAY **********2403*DOLLARS AND* SO*CENTS 

PAY 
TO 
TI-i E 
ORDER 
OF 

COMMISSIONER OF THE TEXAS GENERAL 
LAND OFFICE ATN MINERAL LEASING 
1700 N CONGRESS AVE 
AUSTIN, TX 78701 

(8A#):80104210 

32-1 
1110 GL 

Payment Amou\l $2,403.50 

A 

DATE 03/13/2015 CHECK NO. 204969 

AMOUNT **********$2,403.50 

VOlD IF NOT CASHED W ITHIN 
SLX MONTI-iS OF ISSUE 

l NON TRANSFERABLE l 
Owner Call Center: 1-877-311-1443 

;i)~fJ ~-j_~ 
FACSIMILE SIGNATURE Q=lr~~ 
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DO NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

UPA159005 

Unit umber 773 1 

Operator ame E11durance Resources Holdings ff, LLC Effective Date 

Unitized For 

Unit Term 

Customer ID C000088734 

12/0//2015 

Oil And Gas 

Unit ame 

County I 

County 2 

County 3 

County 4 

Unit type 

Johnny Cash 23 nit 

Reeves RRC District I 08 

R RC District 2 

RRC District 3 

RRC District 4 

Old Unit I umber Inactive Status Date 

Permanent 

State 1et Revenue !merest Oil 0.23437500 

Stme Part in nit J. 00000000 

Specified Depths 
Well Unit Depth 

From Depth 

To Depth 
Formation Top of Wolfcamp to Base of Wolfcamp 

Lease 'umber Tract Lem.-e Acres 
N o in Unit 

MF11 2451 480.750000 

MF112452 2 641 .000000 

MF113664 3 160.250000 

Participation Basis Smface Acreage 

If £xcl11io11s Apply : See Remarks 

Total Unit Tract lease Royalty 
Acre Participation 0/G 

1,282.000000 0.37500000 0 /G 0.25000000 

1,282.000000 0.50000000 0 /G 0.25000000 

1,282.000000 0.12500000 0 /G 0.12500000 

'RI of l ease Royalty Rate 
Ill nit Reduction 

Clause 

0.09375000 No 

0. 12500000 No 

0.01562500 No 



A Pl Number 

4238935064 

Remarks: 

Prepared By : Prepared Date: 

CLO Base Updated By : CLO Base Date: 

RAM Approval By : RA M Approl'al Date: 

C IS By : CIS Date: 

Well Inventory By : IV! Dme: 

12/7/2015 1:52:28 PM 7731 2 of 2 



. .. 

To: 

Date of Board 
Meeting: 

Effective Date : 

Unit Expiration Date : 

Applicant: 

Attorney Rep : 

Operator: 

Unit Name: 

Field Name: 

Pooling Committee Report 

School Land Board 

12/01 /2015 

12/01 /2015 

Endurance Resources Holding 11 , LLC 

Endurance Resources LLC 

Johnny Cash 23 Unit 

FORD, WEST (WOLFCAMP) 

County: Reeves 

Lease Lease 
Iy_Qg Number 

RAL MF113664 

U Fee MF112451 

U Fee MF1 12452 

Private Acres : 

State Acres : 

Total Unit Acres: 

Unit Tice: 

Permanent 

12/7/2015 1:53:43 PM 

Lease Expiration 
Roialti Date 

0.12500000 08/26/2016 

0.25000000 04/05/2016 

0.25000000 04/05/2016 

0.000000 

1282.000000 

1282.000000 

Unitized for: 

Oil And 
Gas 

Lease Lease 
Term Acres 

5 yea rs 160.000000 

5 years 480.700000 

5 years 641.000000 

ParticipatiQn Basis : 

Surface Acreage 

State Acreage: 

State Net Revenue Interes t: 

RRC Rules: 

Yes 

UPA159005 

UPA159005 

Unit Number: 7731 

Lease Acres Ro)lalti 
In Unit Ps!cticipatiQn 

160.250000 0.01562500 

480.750000 0.09375000 

641.000000 0.12500000 

Surface 
Acreage 

100.00% 

23.44% 

Spac ing Acres : 

1,830 acres for a 10,069 foot 
lateral (FTP to L TP). 

1 of 1 



To: 

Date of Board 
Meeting: 

Effective Date : 

Unit Expiration Date : 

Applicant: 

Attorney Rep: 

Operator: 

Unit Name: 

Field Name: 

Pooling Committee Report 

School Land Board 

12/01 /2015 

12/01/2015 

Endurance Resources Holding II, LLC 

Endurance Resources LLC 

Johnny Cash 23 Unit 

FORD, WEST (WOLFCAMP} 

County: Reeves 

Lease Lease Lease Exgirat ioo Lease Lease 
Tuw. Number Royalty Date Term Acres 

RAL MF113664 0.12500000 08/26/2016 5 years 160.000000 

U Fee MF112451 0.25000000 04/05/2016 5 years 480.700000 

U Fee MF112452 0.25000000 04/05/2016 5 years 641.000000 

Private Acres : 0.000000 Particigation Basis: 

State Acres : 1280.000000 
Surface Acreage 

Total Unit Acres: 1280.000000 
State Acreage : 

State Net Revenue Interest: 

Unit Tyge: Unitized for: 
RRC Rules : 

Permanent Oil And 
Gas Yes 

Term: 

11/13/2015 3:04:29 PM UPA159005 

UPA159005 

Unit Number: 7731 

Lease Acres Ro~alty 
In Unit Particigation 

160.000000 0.01562500 

480.000000 0.09375000 

640.000000 0.12500000 

Surface 
Acreage 

100.00% 

23.44% 

Sgacing Acres : 

1,830 acres for a 10,069 foot 
lateral (FTP to L TP). 

1 of 1 



Working File Number: UPA159005 

REMARKS: 

Endurance Resources, LLC is requesting permanent oil and gas pooling of the Wolfcamp 
formation as seen on the well log of the Devon Energy Production Company, LP - Sebring 60-
1-47, Well No. 1 (API 42-109-32367). 

The applicant plans to spud the first unit well on December 5, 2015, with a proposed TD of 
11 ,000 feet TVD. A 10,069 foot lateral is expected to be drilled . 

With approval of the unit, the State's unit royalty participation will be 23.44%. 

The State will participate on a unitized basis from the date of first production . 

The applicant has agreed to drill a total of four unit wells . The applicant will have until August 
26, 2019 to spud a second unit well at which time they will enter into a 180 day continuous 
development period from spud to spud for the remaining two unit wells or the unit will decrease 
in size to 320 acres per unit well drilled. 

POOLING COMMITTEE RECOMMENDATION : 

The Pooling Committee recommends Board approval of a permanent oil and gas unit under 
the above-stated provisions. 

Mary Smith - ffice of the Attorney General 

Robert Hatter - General Land Office 

11/13/2015 3:31:08 PM UPA159005 

Date 

Date 

II /Ir/ )V/< 
I I 

Date 

1 of 1 



PSL 
A-5099 

22 MF113664 

PSL 
A-3570 

27 

PSL 
A-3568 

PSL 
A-4165 

34 
PSL 

A-3567 

Unit #7731 
Endurance Resources, LLC. 

Johnny Cash 23 Unit 
Ford, West (Wolfcamp) Field 

Reeves County, Texas 

PSL 
A-4088 

A-4182 

PSL 
A-3974 

1.SOO '50 0 1.SOO Feet 

... c=::1111-==:11 ......... 

PSL 
A-4334 

PSL 
A-3972 

MF112451 

REEVES 
COUNTY 

MF112452 

PSL 
A-4129 

A-3973 

23 

26 

35 

PSL 
A-2631 

PSL 
A-2294 

PSL 
A-2293 

I 

PSL 
A-3476 

PSL 
A-3467 

CULBERSON 
COUNTY O REEVES 

COUNTY 

I 

The Texas General Land Office ma><es no represen1a1,ons 
or warranties regarding lhe acc<Xacy or completeness of 
the ,nforma1,on depicted on 1h1s map or the data from 
which n was produced Thi> map IS NOT sunable for 
na, ga1,ona1 purposes and doeS not pu<pOfl 10 depict or 
establish bOU'dafles bet.\&Cn p(N&le and pubbc land 

Map Generated by 
MarKConway 

ISIBASIGIS 
oecembet 2015 
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POOLING AGREEMENT 
ENDURANCE RESOURCES HOLDINGS II, LLC 

JOHNNY CASH 23 UNIT 
GLO UNIT NO . 7731 

REEVES COUNTY, TEXAS 

THIS AGREEMENT is entered into by and be•ween •he C·:nm1s iJner t the General Land Ott. ·e, n beha t of the Sta:e 
of Texas, as "Less ,r " and Endurance Resources Holdings I I , LLC , herein referred to as " Lessee" , and such other 
interested parties as may join in the execution hereof, the undersigned parties herein r, •• ec•1vely referred to as 
the "partaes", in consideration of the r:iutual agreements hereinafter set forth and other van1able ~, nsiderations. 
the receipt and sufficiency of which are hereby acknowledged , and for the purposes and upon the terms and 
conditions which follow : 

PURPOSES : 1. 

This Pooling Agreement ("Agreement " ) is made for the purposes of conservation and utilization or the pooled 
mineral , to prevent waste , to facilitate orderly development and to preserve correlative righ:s . T~ such end , i~ 
is the purpose of this Agreement to effect equitable participation within the unit formed hereby . Thls Agreemen: 
is intended to be performed pursuant to and in compliance with all applicable statutes , decisions, regulations, 
ru.es, orders and directives of any governmental agency having jurisdiction over the production and nservation of 
the p<oled mineral and in its interpreta ion and applicdtion shall , in all things, be subject theret . 

UNIT DESCRIPTION : 2 . 

The oil and gas leases , which are inrluded wirhin the pooled unit, are listed on the attached Exhib.• "A" , t.) which 
leases and the records therP f referenre. here made for all pertinent purposes . The pooled unit shall ~onsist of 
all of the lands described in Exhibit "B" attached hereto and made a part hereof . A plat of the pooled unit is 
attached hereto as Exhibi· "C". The un.t desr:ription is subj,.ct ·o the provisions ot Addendum "A" . 

MINERAL POOLED : 3 . 

The mineral pooled and unitized ( "po, led minerol " ) hereby shall be oil and gas including all hydrocarbons that may 
be produced from an oil well c rd ga~ well as such wells are recognized and designated by the Railroad co~.mission 
of Texas or other state regulatvry agency having jurisdiction or the drilling and production or oil and gas wells . 
The pooled mineral shall extend to those depths underlying the surface boundaries f the pooled unit from the top 
of the Wolfcamp Formation to :he base of •he Wolfcamp Format1cn "un.•ized interva. " . 

POOLING AND EFFECT : 4 . 

The parties hereto commit all of their interests which are within the unit to the extent and as above desr:ribed 
int said unit and unitize and pool hereunder the separate tracts described on ~he attached Exhib.t "B", f)r and 
during the term hereof , so that such pooling or unitization shall have the following effect : 

(a) The unit , • the extent as above described , shall be operated as an entirety for the 
exploration , development and production of the pooled mineral , rather than as separate 
tracts . 

(bl All drilling operations, reworking or other operations with respect o the pooled mineral 
on land within the unit shall be considered as though the same were on each separate 
tract in the unit , regardless of the actual location of the well or wells thereon , for 
all purposes under the terms of the respective leases or ocher contracts thereon and this 
Agreement . In the even the unitized area covered by this Agreement is maintained in 
force by drilling or reworking operations conducted on a directional or horizontal well 
drilled under the unitized area from a surface location on adjacent or adjoining lands 
not included within the boundaries of the unitized area , such operations shall be 
considered to hdve been commen~ed ~n the unitized area when drilling is commenced on the 
adjacent or adjoining land fr •he purpose ot directionally drilling under the unitized 
area and production of oil or gas from the unitized area through any directional well 
surfaced on adjacent or adj ,ning iand or drilling or reworking or any such directional 
well shall be considered production or drilling or reworking operations , as the case may 
be , on the unitized area for all purposes under this Agreement . Nothing in this 
Agreement is intended or shall be construed as granting to Lessee any leasehold interest, 
easements , or other rights in or with respect to any such adjacent or adjoining land ln 
addition to any such leasehold interests , easements , or other rights which the lessee, 
operator or other interest owner in the unitized area may have lawtully acquired from the 
state or others . 

(c) Production f the pooled mineral from the unit allocated to each separate tract , 
respectively , as hereinafter provided, shall be deemed to have been produced from each 
such separate tract in the unit , regardless of the ac•ual location of the well or wells 
thereon , for all purposes under the terms or the respective leases or other contracts 
thereon and this Agreement . 

(d) All rights to the production of the p, .ed mineral from the unit, including royalties and 
other payments , shall be deterr."i.ned and governed by the lease or other contract 
pertaining to each separate tract , respectively , based upon the production so allocated 
to such tract only, in lieu ot the a~tual production of the pooled mineral therefrom . 
Provided that, payments that are made ,n a per acre basis shall be reduced according to 
the number of acres pooled and included herein , so chat payments made on a per acre basis 
shall be calculated based upon the number of acres actually included within the 
boundaries of the pooled unit covered by this Agreement . 

Ce) A shut-in oil or gas wel lo~aced upon any land or ledse .ncluded within said unit shall 
be considered as a shut-in oil or gas well located upon each land or lease included 
within said unit ; provided , h ,wever, that shut-inc •• or gas well royalty shall be paid 
to the State on each Std"e lease wholly or partially wi hin the unit , according to the 
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terms of such lease as though such shut-in oil or gas well were located on said lease , it 
being agreed that shut-in royalties provided in each State lease shall not be shared with 
ocher royalty owners . 

(fl Notwithstanding any other provision hereof , it is expressly agreed that each State lease 
may be maintained in force as to areas lying outside the uni•ized area described in 
Exhibit "B" ,nly as provided in each sucn lease without regard to unit operations or unit 
production . Neither production ot the pooled mineral , nor unit operations with respect 
thereto , nor the payment of shut-in royalties from a unit well, shall serve to held any 
Stace lease in force a~ co any area outside the unitized area described in Exhibit "B" 
regardless ot whether the production or operations on the unit are actually located on 
the Stace lease or not . "Area " as used in this paragraph shall be based upon surtdce 
acres to the end that , e;;cept as may otherwise be provided in each State Lease , the area 
inside the sur face boundar ies of the pooled unit , it held , will be held as to all depths 
and h r .... zon..1 . 

( g ) 

(h) 

( i) 

(j) 

If the Rai l r oad Commi s sion o f Texas (or any o ther Texas regulato r y body havi ng 
j urisdiction) shall adopt spec ial field rule s prov i ding fo r oi l a nd /or gas proration 
un i ts o f less than the number o f a c res i ncluded in t he pooled unit, t hen Lessee agrees to 
either ( 1 ) drill t o the density permi tted by the Rail r oad Commi ssion, ( 2 ) make 
appl ication to the School Land Board of t he State of Texas t o r eform t he uni t t o comply 
with Rail road Commi ssion unit rule s , or (3) make application to the School Land Board o f 
the St a t e of Texas for such remedy as may be agreeable to t he Board . 

This Agreement sha.l n, t re •• eve Lessee tr· m the duty t pr tecting the State leases 
described in Exhibit "A" and the State lands within the boundaries of the pooled unit 
described in Exhibit " B" from drainage trom any well siruated n privately owned land, 
.ying outside the un.t.zed area described in Exhib.t "B", but , subject to such 
obl i gation, Lessee may produce the allowable for the entire unit as tixed by the Railroad 
Commission of Texas or ocher lawful authority, from any one or more wells completed 
thereon . 

There shall be no oblig~cion to drill internal otfsets to any other well on separate 
tracts within the pooled unit , nor to develop the lands within the bounda r ies thereof 
separately , as co the pooled mineral . 

Should chis Agreement terminate for any cause , the leases and ocher contracts affecting 
the lands within the unit , if not then otherwise maintained in force and effect, shall 
remain and may be maintained in force and effect under their respective terms and 
conditions in the same manner as though there had been production or operations under 
said lease or contract and the same had ceased on che date of the termination of chis 
Agreement . 

ALLOCATION OF PRODUCTION : 5 . 

For the purpose of computing the share ot production ot the pooled mineral to which each interest owner shall be 
entitled from the pooled unit , there shal! be allocated to each tract committed to said unit that pro rata portion 
of the pooled mineral produced from the pooled unit which the number ot surface acres covered by each such tract 
and included in the unit bears to the total number of surface acres included in said unit , and the share ot 
production to which each interest owner is entitled shall be computed on the basis of such owner ' s interest in the 
production so allocated co each tract . 

TAKING ROYALTY IN KIND: 6 . 

Notwithstanding anything contained herein to the contrary , the State may , at its option , upon not less than sixty 
(60) days notice to Lessee , require that payment nf all or any royalties accruing co the Stace under this pooling 
or unltization agreement be made in kind , without deduction for the cost ot producing, gathering , storing , 
separating , creating , dehydrating , compressing, processing , transporting and otherwise moking the oil , gas and 
other products produced hereunder ready tor sa:P ruse . 

EFFECTIVE DATE : 7 . 

Upon execution by the Commissioner of the General Land Ott1ce ot the State of Texas this Agreement shall become 
effective as of December 1, 2015 . 

TERM : 8 . 

This Agreement shall remain in effert so long as the pooled mineral 15 being produced trom said unit , r so long as 
all leases in .uded in the po 1ed unlt are mainca1ned in force by payment of delay rentals or shut - .n nil nr gas 
well royalties , by drilling or rework , or by other means , in accordance with the terms of said leases . Nothing 
herein shall amend or modify SectiJn 52 .031 ot the Natural Resources Code, or any of the provisions thereof, which 
are contained in any State lease covered by this Agreement . 

SPECIAL TERMS AND CONDITIONS: 9. 

Notwi thstanding anything contained herein to the c ontrary, this Agreement is subject co the t erms and conditions o f 
the attac hed Addendum "A". 

STATE LAND : 10 . 

Insofar as the royalty interest of the State of Texas in and under any State tract commit:ed to the unit is 
concerned, this Agreement is enter ed into, made and executed by the undersigned Commissioner of the General Land 
Office by virtue of the authority and pursuant co the provisions of Subchapter E, Chapter 52 , of the Natural 

2 
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Resources Code, authorizing the same , after the prerequisites , findings and approval hereof, as provided in said 
Code having been duly considered, made and obtained . 

DISSOLUTION : 11. 

The unit covered by this Agreement may be disso.ved by Lessee , his heirs, successors or assigns , by an instrument 
filed for record in Reeves County, Texas, and a rertir.ed copy thereof filed in the General Land Office at any time 
after the cessation of production on said unit tr the c~mpletion of a dry hc~e thereon prior to production or upon 
such other date as may be approved by the School Land Board and mutu~lly agreed to by the undersigned parties , 
their successors or assigns . 

RATifICATION/WAIVER : 12 . 

Nothing in this Agreement , nor the approval of this Agreement by the School Land B(ard, n ,r the execution of :his 
Agreement by the Corrunissioner shall : (11 operate as a ratification or revivor of any Sta<e lease that has expired, 
terminated , or has been released in whole or in part or terminated under the terms' t such State lease or the laws 
applicable thereto; (2) constitute a waiver or release ot any claim for money, oil , gas nr other hydrorarbons , or 
other thing due to the State by reason of the existence or failure of such lea~e; 3 ~ nst-tute d waiver or 
release of any claim by the State that such lease is void r voidable for any reas,,n, including, without 
limitation, violations of the laws of the State with respect t such lease or failure of ~,msiderat1 n; (4) 
constitute a confirmation or recognition of any boundary or acreage of any tract or parcel of ldnd in which the 
State has or claims an interest ; or (5) constitute a ratificat- ,n Jf , or a waiver or release of any claim by the 
State with respect to any violation of a statute, regulation, ~r any of the corr~on laws of this State , or any 
breach of any contract , duty , or other obligation owed to the State . 

COUNTERPARTS : 13 . 

This Agreement may be executed in counterparts and if so executed shall be valid , binding and have the Sdme effect 
as if all the parties hereto actually joined in and executed one and the same document . for recording purposes and 
in the event counterparts ot this Agreement are executed, the executed pages, together with the pages necessary to 
show acknowledgments , may be combined with the other pages ot this Agreement so as to form what shall be deemed and 
treated as a single original instrument showing execution by all parties hereto . 

IN WITNESS WHEREOf, the parties hereto have executed this Agreement upon the respective dates indicated below . 

Date Executed l'l.-c3:J::>-Jf::J 

Legal 
Content 
Geology 
Executive 

Date Executed )k r .-}o /)~ 

3 

STATE Of TEXAS 

.,,Lfl~,JK 
General Land Office 

ENDURANCE RESi">IJRCES HI ,LDINGS I - , LLC 
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CERTIFICATE 

I , Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a 
meeting of the School Land Board duly held on the 1st day of December, 2015, the foregoing instrument was presented 
to and approved by said Board under the provisions of Subchapter E, Chapter 52, of the Natural Resources Code, all 
of which is set forth in the Minutes of the Board o ~~ ch I am~ s: ~ ian . ~ 

IN TESTIMONY WHEREOF, witness my hand this the ~ day of ~O,J']t.f...){J_!l..../ , 201 ~ -

STATE OF TEXAS 

COUNTY OF MIDLAND 

This instrument was acknowledged before me on Decernbe!r 8 , 2015_, by Donald G Ritter 
as CEO for Endurance Resources Holdings II, LLC, a Delayrare limited 

liability company on behalf of said company . 

State of Texas 

4 
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Addendum "A" 

To that certain Pooling Agreement for the Johnny Cash 23 Unit 

The parties hereby agree that should a conflict exist between t his Addendum and the body of the agreement that this 

Addendum shall prevail. 

The pooled unit shall consist of all of the lands herein described in the attached Exhibit " B" and depicted 

in the attached Exhibit "C". Lessee agrees to drill a minimum of four (4) horizontal wells within the unit, 

provided however that, should Lessee fail to meet the "Drilling Obligation Timeframe", as specifically 

defined below, that such unit shall remain in ful l force and effect as to any and all wells drilled upon the 

unit acreage, but shall shrink down to allow for a maximum size of 320 acres per well drilled in the unit, 

as close as is reasonably practicable in the shape of a rectangle around the well or wells. In the event 

that Lessee choses to drill wel ls ahead of the Dri lling Obligat ion Timeframe detailed below, then Lessee 

shall not be penalized for doing so and shall st ill conserve the benefit of the Drilling Obligation 
Timeframe described below . 

Drilling Obligation Timeframe: 

Lessee shall conduct drilling operations in the following manner: 

First well 

Second well 

Th ird well 

Fourth well 

Spud on or before February 15, 2016; 

Spud on or before August 26, 2019; 

Spud on or before 180 days from the spud date of the Second Well; 

Spud on or before 180 days from the spud date of the Third Well; 

Once actual drilling operations have been commenced on a particular well, Lessee sha ll continue drilling 

and completion operations thereafter on such we ll with due diligence, as a reasonable prudent operator 

would under the same or similar ci rcumstances. 

In the event Lessee commences actua l dri lling operations on all four (4) wells committed to be drilled 

hereunder and such we lls are therea fter completed as wells being capable of producing oil or gas in 

paying quantities, the parties hereby agree that the pooled unit sha ll remain in the original, unaltered 

size and shape as described in Exhibit "B" and depicted in Exhibit "C", in accordance with paragraph 
eight (8) of this Agreement. 

End of Addendum "A" 
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Lease Form 
Revised 04/11 
Uplands 

t-\ ) 

~u.stin, Z!texa.s 

OIL AND GAS LEASE 
NO. M-112451 

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, SI, and Chapter 52, Subchaptcrs A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said 
N.R.C., the following area, to-wit· 

SOUTH ONF.-HALF AND NORTHEAST ONE-QUARTER (S/2 & NE/4) OF SECTION 23, BLOCK SJ, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS 
CONTAJNING APPROXIMATELY 480.7 ACRES, AS SHOWN ON THE OFFICIAL MAP OF REEVES COUNTY, TEXAS CURRENTLY ON FILE IN THE TEXAS GENERAL 
LAND OFFICE, AU~, TEXAS, 

was, after being duly advertised, offered for lease on the Stb day of April, 2011, at 10.00 o'clock a.m., by the Commissioner of the Genetal Land Office of the State of Texas and the School Land 
Board of the State ofTcxas, for the sole and only purpose of prospecting and dnlling for, and producing oil and/or gas that may be found and produced from the above desen"bed area, and 

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a regular 
meeting thereof in the General Land Office, on the s•• day of April, 2011, hereinafter the "effective date" and it was found and determined that ANGELLE & DONOHUE OIL & GAS 
PROPERTIES, INC. whose address is P.O. BOX 52901, LAFAYETTE, LOUISIANA, 70505 bad offered the highest and best bid for a lease of the area above descnbed and is, therefore, 
entitled to receive a lease thereon: 

NOW, THEREFORE, I, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor." whose address is A.usti.n, Texas, by 
virtue of the authority veoted in me and in consideration of the payment by the hereinafter designated Lessee, the sum of One Million Th.rec Hundred Twenty-Eight Thousand One Hundred 
Seventy-Four And 10/100 Dollon (Sl ,328,174.10), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, 
observed and performed by Lessee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid 
area upon the following terms and conditions, to-wit: 

1. RESERVATION: There is hereby excepted and reserved to Lessor. the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and 
all purposes except those granted, and to the extent herein granted to Lessee; the ri&ht to grant third parties seismic, geophysical and geological permits and to enter into other agreements with 
third parties, which allow such third parties to conduct geophysical, geological or SCLsmic surveys on, over, under, through and across the land covered herein during the term of this lease; and 
the rights of ingress and egress and use of said lands by Lessor and its mineral lessees for purposes of exploring for and producing the minerals which arc not covered, or which may not be 
covered in the future, under the terms of this lease, but which may be located within the surface boundaries of the leased area. All of the rights in and to the leased premises retained by Lessor 
and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that neither shall unduly interfere with the operations of the other. 

2. TERM: Subject to the other provisions hcrcot; this lease shall be for a term of five (S) years from the effccuve date hereof (herein called "primary term") and as long thereafter as oil or gas is 
produced in paying quantities from said area 

3. DELAY RENTALS: If no well is commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both partics-~css the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the amount specified in the following schedule mulliplied by the 
number of acres in the premises, which shall operate as a rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. lo like manner and 
upon payments or tenders of amounts set out in the following schedule, the commencement of a well may be further deferred for a like period of the same nwnber of months. 

Anniversary Da(c Delay Rental per Acre 
First S 5.00 
Second S S.00 
Third $ 1,000.00 
Fourth S S.00 

4. PRODUCTION ROYALTIES: Upon production of oil and/or gas, the Lessee agrees to pay or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the 
use and benefit of the State of Texas, during the term hereof: 

(A) OIL: As a royalty on otl, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also aU condensate, distiUate, and other liquid 
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hcrcinaller provided, J/4 part of the gross production or the market value thereof; at the option of the Lessor, 
such value to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distiUatc, or other liquid hydrocarbons, respectively, of a like type and gravity 
in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proeccds of the sale 
thercot; whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an 
adequate oil and gas scparntor of conventional type or other equipment at least as efficient to the end that al l liquid hydrocarbons recoverable from the gas by such means will be recovered Upon 
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor. 

(B) NON-PROCESSED GAS: As a royalty on any gas (including Oared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above, 
produced from any well on srud land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) fil part of the gross 
production or the mari<et value thercot; at the optlOn of the Lessor, such value to be based on the highest market price p,aid or offered for gas of comparable quality in the general area when: 
produced and when run, or the gross price paid or offered to the producer, whichever ts greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at 
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 114 part of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundn:d percent (100%) of the total plant production of residue 
gas attnbutable 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, 
attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas proc=ed in a plant in which Lessee (or its parent, subsidiaiy or affiliate) owns an 
interest, then the percentage applicable to liquid hydroc:atbons shall be fifty percent (50%) or the highest percent accruing to a third party proc:essing gas through such plant under a processing 
agreement negotiated at anns' length (or if there is oo such third party, the highest percent theu being specified in processing agreements or contracts in the industry), whichever is the greater. The 
respective royalties on residue gns 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 
gen.era! area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades ofliquid hydrocarbons), whichever is the greater. In ao 
event, however, shall the royalties payable Wider this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or maaufuetured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead," "dry" or any other gas, by fractionating, bwuing or any other processing, IB part of gross production of such products, or the mnrlcet value thereof, at the option of Lessor, such 
marlcet value to be determined as follows: 

(1) On the basis of the highest market price of each product, during the same monlli in which such product is produced, or 
(2) On Ilic basis of the average gross sale price of each product f~r the same month in which such products lll'C produced; whichever is the greater . 

(E) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor Wider this lease shall be without deductiou for the cost of producing, transporting, and othetwise making the oil, 
gas and other products produced hetCW1der ready for sale or use. · 

(F) ROYALTY IN KIND: Notwitbstnnding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time to time tbllt payment of all or any royalties accruing to I:essor under this l.e11Se be made in kind without deduction for the cost of producing, gathering, storing, separating. treating, 
dehydrating, compres.sing, processing, tronsporting and otherwise lllllking the oil, gas and other products produced hereunder ready for sale or use. Lessors right to take its royalty in kind shall not 
dimiuish or ncgnte Lessors rights or Lessee's obligations, whether express or implied, under this lease . 

(G) 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 hereUDder 
in any processing plant Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gas lift pwposes on the leased premises after the liquid hydrncarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease. 

(H) MINIMUM ROY AL TY: Dwing any yenr a.Iler the expiration of the primary term of this lease, if this lease is mainbined by production, the royalties paid to Lessor in no event shall 
be less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to S5.00 
per acre less the amount of royalties paid during the preceding year. 

(I) MARGINAL PRODUCTION ROY ALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and eucourage recovery of oil or gas that might otherwise remain UDrecovcred. Any such royalty reduction must 
conform to the requirements of any School Land Boan! administrative rules on this subject Royalty may not be reduced below the applicable statutory Jl1inimum. 

5. ROY ALTY PAYMENTS 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 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 Office on or before the 
!Sth day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized oeent. completed in the form and IDllllller prcscnl>ed 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 including gas meter readings, pipeline receipts, ~ line receipts and other checks or memoranda of amouot 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 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 S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 100/o 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall acctUe interest at a rate of 12% per year, such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amount set by the General Land 0ffice administrative rule which is effective on the 

. date wheu the affidavits or supporting documents were due. The Lessee shall bear all respo11S11li!ity for paying or causing royalties to be paid as prcscnbed 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 n.or act to postpone the date on which royalties were originally due. !he 
above penalty provisions shall not apply in eases 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. 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissiooer of the General Land Office with its best possible estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts Wider which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements wben received by the General Land 
Office shall be held in confidence by the Geo.era! I.and Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and 
marketing of the oil and gas produced on said premises, including the books and accOUDts, 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 Attomey General, the Governor, or the representative of any of them. 

(ll) DRILLING RECORDS: Writteu notice of al.I operations on this lease shall be submitted to the Commissioner of the Geueral Land Office by Lessee or operator live (S) days before spud 
date, WQrkovcr, =try, temporary abandonment or plug and abl!!!<IO!lllleot of !!!IY well or wells. Such written notice to lb.e Gener.ii La!!d Oflice sh..U ~lude copies ofiuilroad 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. Lessee shall supply the General Land Office with any records, memorand3, accoun!S, reports, cuttings and cores, or other information relative to the operation of the above-descnbed 
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-bole 
section, from the base of the surface casing to the totnl depth of well, of all wells drilled on the above descnoed premises and shall transmit a true copy of the log of each survey on each well to the 
General L:utd Offic~ withiu fifteen (IS) days after the lllllking of said survey. 

(C) PENALTIES: Lessee shall incur a penalty wbeoever reports, documents or other materials are not filed in the General Land Office when due. !he 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. 

7. RETAINED ACREAGE: Notwillistanding 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 reasollllbly prudent operator in dn11iog such additional well or wells as may be reasonably necess:uy for the proper development of the leased premises and 
in marketing the production thereon. 

(A) VERTICAL: In the event this lease is in force ~d effect two (2) years a.Iler the expiration d4te of the primary or extended term it shall then terminate as to all C(f the leased premises, 
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres SUII'Ollllding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas well as provided in Paragraph 11 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 Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number ofacres as may theu be allocated for production PWJIOSCS 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 govcmmeutal authority having jurisdiction. Within.90 days of a . . 
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partfal termination of this lease in accordance with this subparagraph ud upon payment of the minimum filing fee set by General Land Office rules in effect at the tune of the partial termination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on ud across the terminated portion of the leased premises as may be reasonably oc~ for the continued operation of 
the portions of the lease remaining in force ud effect If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner bas the discrcuoa to grant or deny such application and to set the fee for such surface lease. 

(B) HORIZONI'AL: In the event this lease is in force ana 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 depth dolled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the pnmary 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 Ioog 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 form of a square with the well located in the center 
thereof, or such other shape as may be approved by the School Land Board. 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 n certified copy of same, sball 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 filed. [flesscc 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 lus sole discrctio11 may desig!llltC by wnttca ia.stnm1c11t the acreage and/or 
depths to be released hereunder and record such instrument at wsee's expense in tbc county or counties where the lease is located and in the oflicitll records of the General Land Office ud such 
designation shall be binding upon Lessee for all purposes If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are chang_cd or the well or 
wells located thereon arc reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, th!s lease sball thereupon tcnninate as ID all acreage not thereafter 
allocated to said well or wells for producllon purposes. 

8. OFFSET WELLS: [foil and/or gas should be produced in commercial quantities from a well located on land privately owned or oo State land leased at a lesser royalty, which well IS within 
O(!C thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial p!Qduction from the draining 
well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligcoUy the drilling of an offset well on the area covered by this 
lease, ud such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use oil means 
ncCCSS3IY in a good mith effort to make such offset well produce oil aod/or gas ixi commercial quantities. Only upon the determination oft&e Commissioner and with his written approval. may the 
payment of a compensatory royalty satisfy the obligation to drill an offilct well or wells required under this Pnrngrnpb. 

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land, Lcsscc 
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 lensed premises such production thereof should 
cease from any cause, this lease shall not terminate if on or before tbe expiration of sixty (60) days from date of completion of said dry bole or cessation of production Lessee commences 
additional drilling or reworking operations thereon. or pays or tcodcrs the next annual delay rental in the same manner as proV1dcd in this lease. If. during the last year of the pnmary 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 production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by 
cooductmg additional drilling or reworking operations pw,uant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10. Should the 
first well or any subsequent well drilled on the above descnbcd land be completed as a shut-in oil or gas well within the primary term hereof; Lessee may resume payment of the annual rcotal in 
the same manner as provided herem on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oll or gas well and upon the lailurc to 
make such payment, this lease shall ipso fucto terminate. If at the expiraboo. of the primary term or any bme thereafter a shut-io oil or gas well is located oo the leased premises paymcots may be 
made in accordance with the shut-in provisions hereof. 

10. CESSATION, DRILLING, AND R.EWORI<ING: If. after the expiration of the primaiy term, production of oil or gas from the leased premises, after oocc obtained, should cease from 
any cause, this lease sball oot terminate if lessee commences additional dnJling or reworking operations within sixty (60) days after such cessation, and this lease sba1l r,emain in full force 8lld 
effect for so loog as such operations cootinue in good mith aod in workmanlike manner without interruptions totahng more than sixty (60) days. If Sllcb drilling or reworlcing operations result io 
the production of oil or gas, the lease shall remain in full force and effect for so long as oll or gas is produced from the leased premises in paying quantities or paymcot of shut-io oll or gas well 
royalties or paymcm of compensatory royalties is made as provided herein or as provided by low. If the drilling or reworking operations result in the completion of a well as a dry bole, the lease 
will not terminate il' the Lessee commences additional drilliog or reworlang operations within sixty (60) days after the completion of the well as a dry bole, and this lease shall remain in effect so 
long as Lessee continues dnlliog or reworking operations in good faith and in a worlcmanlikc manner without interruptions totaling more than sixty (60) days. Lessee sball give written notice to 
the General Land Office within thirty (30) days of any cessation of production. 

11. SHUr-IN ROYALTIES: For pwposes of this paragraph. 'well' means any well that has been assigned a well number by the state agency baviog jurisdiction over the production of oil 
and gas If at any time after the expiration of the primary term of a lease that, unlll 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 premisc_s, but oil or gas is not being produced for lack of suitable production fucilities or lack of a suitable market, then Lessee may pay as a shut-io oil or gas 
royalty an amount equal to Sl0.00 per acre, but not less than Sl,200 a year for each well capable of producing oil or ~in paying quantities. To be effective, each initial sbut-in oil or~ ~yalty 
must be paid on or before: (I) 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 usscc completes a drilling 
or reworking operation in accordance with the lease provisions; whichever date is latest 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 n 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 productioo facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of ooc (I) year by paying the same amount each 
year on or before tbe el(l)iration of each sbut-in year. 

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by paymcot of the shut-ID oil or gas royalty, oil or gas is sold and delivered in paying quantincs from a 
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in uy case in which drainage is occurring, the right to continue to maintain 
the lease by paying the shut-in oll or gas royalty shall cease, but the lease shall remain cffccllve for the remainder of the year for wluch the royalty bas been paid. The Lessee may mnmtain the 
lease for four more sueeessivc years by Lessee paying compcosatory royalty at the royalty rate provided in the lease of the marl<et value of production from the well causing the drainage or which 
is completed in the same producing reservoir aod within one thousand (1,000) feet of lhe leased premises. Tb.c compensatory royalty is to be paid monthly to the Commissioner beginning on or 
before the last day of the month following the month in which the oll or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within 
ooe thousand (1,000) 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 royalty, Lessee sball pay an 
amount equal to the difference within thirty (30) days fi:Qm the eod of the 12-l!loath period; and 11oac of these provision., wtll relkvc Lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the detecmination of the Commissioner, ud with the Commissioner's written approval. the payment of 
compensatory royalties sball satisfy the obligation to dnll offset wells. Compensatory royalty p:iymeots which arc not timely paid will accrue penalty and interest in accordance with Paragraph S 
of this lease. 

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas bas not been obtained oo the leased premises but drilling operations arc being conducted 
thereon in good faith ud in a good 8lld worlcmnolilce manner, wsce may, on or before the expiration of the primary term, file in the General Lnod Office written application to the Commissioner 
of the General Land Office for a thirty (30) day cxtensioo of this lease, accompanied by payment of Three Thousand Dollars (S3,000.00) if this lease covers six hundred forty (640) aacs or less 
and Six Thousand Dollm ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing. extend this lease for a thirty (30) day period from ud 
after the expiration of the primary term and so long thereafter as oil ·or gas is produced in paying quantities; provided further, that Lessee may, so loog as such dnlling operations are being 
conducted make like application and p:iymcot during any thirty (30) day extended period for an additional extcosion of thirty (30) days and, upoo receipt of such application and payment, the 
Comnussioner shall, in wrillng, again extend this lease so that same shall remain in force for such additional thirty (30) day pcnod and so loog thereafter as oil or gas is produced in paying 
quanbtics; provided, however, that this lease shall not be extended for more than a total of three hundred oincty (390) days from and after the expiration of the primary term unless production in 
payiog quantitica bas been obtained. 

14. USE OF WATER; SURFACE: Lessee shall have the nght to use water produced on said land necessary for opcralloos hereunder and solely upon the leased premises; provided, however, 
Lessee shall not use potable water or water suitable for livestock or urigation purposes for water flood operations without the pnor written coosent of wsor. Subject to its obligation to pay 
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surface damages, Lessee shall have the riQht to use so much of the surface of the land that may be reasonably necessary for dnlling and operating wells and transporting and marlcetiog the 
production thcn:from, such use to be ccnducted wider conditions of least injlll}' to the swf.tcc of the land. Lessee shall pay surface damages in an amount set by the General Land Oflic<: fee 
schedule which is effective 011 the date when the activity requiring the payment of surfuce damages occurs. 

15. POLLUTION: In developing this area, Lessee shall use the highest degree of c:ue and all proper safeguards to prevent pollution. Without limiting the fortgoing, pollution of coastal 
weUands, natural wnteiways, rivers and Impounded w:iter sball be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground w:iter contaminntioo. In the event 
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and sh.all be responsi"ble for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and clraimgc pies and tmlc batteries so as to prolCCt livestock against loss, damage or injwy; and upon 
completion or abandonment of any well or wells, Lessee shall 611 and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(B) SUBMERGED LANDS: No discharge of solid waste or garbace shall be allowed into State w:itcrs from any drilling or support vessels, production platform, crew or supply boat, 
bargc,jaek-up rig or other equipment located on the leased area. Solid w:iste shall iDclude but sbnll not be limited to contniacrs, equipment, rubbish, plastic, glass, and any other man-made non­
biodegradable items. A sign must be displayed in a high b'aftic area on all vessels and manned platforms sllltiog, "Discharge of any solid waste or ga,bage into State Waters from vessels or 
platforms is strictly prohibited and may subject a Slllte of Texas lease to forfeiture." Such statement shall be in lettering of at least l" in size. 

(C) RIVERS: To the extent nccessmy to prevent pollution, the provisions found in subsectiODS (a) and (b) of this par.agraph shall also apply to rivers and riverbeds. 

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the 
damages caused by such fuilurc and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

16. IDENI'IFJCATION MARKERS: Lessee sball erect, at a distlDCe not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legwle sign on which shall 
be stated the name of the operator, the lease designatioa and the well number. Where two or more wells on the same lcnse or wbcrc wells oa two or more leases l1'C connected to the same tank 
battery, whether by iDdividual llow line connections direct to the tank or tanks or by use of a mwtiple header system. each line between each well and such tank or header sh.all be legibly identified 
at all times, either by a firmly attached tag or plate or an identification pcopcriy p_ainted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other idcnlificatioo marlceis shall be maintained in a lcg,'ble condition throughout the term of this lease. 

17. ASSIGNMENTS: The lease 1113y be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, iDcluding properly 
pluggiDg abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transfcn:e upon the prior written consent of the Commissioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial rcspoosibili1Y and may require a hood or other security. AU transfers must reference the lease by the 
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clede of the county where the tn.DSfer is recorded must be 
filed in the General Land Office within ninety (90) days of the executioo date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescnbcd by the Gtncral Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and 
penalties owed to tbe State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties. 

18. RELEASES: Lessee may relinquish the rights gnnted hereunder to the State at any time by recording the relinquishment in the county when: this area is situated and filing the recorded 
relin.quishmcnt or certified copy of same in the Gencrnl Land Office within ninety (90) days after its executioo accompanied by the filing fee prcscnbcd by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. LIEN: In aca,rdance with N.R.C. Section 52.136, the Slate 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 N.R.C. Section. 52.136 and any other 
appli.cable statutory lien, an express contractual lien oo and security iDterest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the stile 
of such leased minerals, whether such proceeds arc 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 i.o 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 with or without court proceedings 
in the manner provided in the Title I, Oltlptcr 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and ricord such instruments as 
may be rcasoDllbly necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there arc no prior or superior liens arisiDg from and relating to Lessee's activities upon the 
above-<lescnbcd property or from Lessee's acquisition of this lease. Should the Commissioner :at any time determine that this rcprcseotation is not true, then the CoDllDissioner may declare this 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee sb:ill fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any 
false return or fulse report concemiDgproduction or drilling, or if Lessee shall fuil or refuse to drill any o!lsct 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 fitil to comply with rules and regulations promulptcd by the General Land 
Office, the Scbool Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or ifl.e$sce or an authoiucd agent should lcnowing)y fiu1 
or refuse to give correct information to the proper authority, or lcnowiog)y fail or refuse to f\:roisb the General Land Office a COITCCt log of any well, or if lessee sball lcnowing)y violate any of the 
material provisions of this lease, or if this lease is assigned and the assignment is not filed iD the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by the Commissioner, and be sball forfeit same when sufficienUy informed of the facts which authorize a forfeiture, and when forfeited the area shall again 
be subject to lease to the highest bidder, under the same regulations controlling the original sale ofleases. However, nothing hctein 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 Ol1d regulati005 that may be 
adopted relative hereto. 

2L RIVERBED TRACr5: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domni.o and condemnation as provided for in N.R.C. Sections 
S2.092-S2.093, as a part of the consideration moving to Lessor for tho covenants herein made by Lessee. 

22. APPLICABLE LAWS AND DRILLING nEStlUCTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
Gcncrnl Land Office governing druling and produciDg operatioos on Pcnnanent Free School Land (specifically in.eluding any rules promulgated that relate to plans of opcratiOllS), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, ordets and ordinances that may affect operations under the provisions of this lease. Without 
limiting the geocrality of the foregoiDg. Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit bcarincs procedures. Said provisions are currcnUy found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Rcsourw Code Sections S2.13S 
and 52.137 through S2.140. In the evcot this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the pwpose of navigation or other pwpose 
incidcntto the operation of a port, then Lessee shall not be cntiUcd to eoter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee aball 
be entiUcd to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the 
Commissioner of the General Land Office is nccessacy to make any surface location nearer thao 2,160 feet measured at right angles from the nearest bulkhead line or from tho nearest dredged 
bottom edge of any cbmincl, slip, or turning basin whicb has been authorized by the United States as a federal project for future construction, whichever is nearer. 

23. REMOVAL OF EQUIPl\1ENf: Upon the tcr:m.i.oation of this lease fur any cause, Lessee shall Doi, in any event, be pcnnitted to remove the casing or any part of the equipment from any 
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or bis authorized representative; nor shall Lessee, without the written 
coosent of said Commissioner or bis authorized reprcsenllltive remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee 
and used by Lessee in the development and production of oil or gas therefrom nctil all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative. 
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24. FORCE MAJE URE: Should Lessee be prevented from complying wtlb any express or implied covenant of this lease, from conducting dnlling operations thereon, or from producing oil 
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, Slrikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so prevented, 
Lessee's obligallon to comply with such covenant .lhall be suspended upon proper and sallsfactory proof presented to the Commissioner of the General Land Office in support of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board}; and this lease .lhall be extended while and so long as Lessee is prevented, by any such cause, from drilling. reworking operations or producing oil and/or gas from the leased 
prcmises, provided, however, that nothtng herein .lhall be construed to suspend the pa~ent of rentals·during the P.rimary or extended term, nor to abridge Lessee's right to a suspension under any 
applicable stitute of this Stnte · " \ } 

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and 10 prevent theft of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not limited to, the instillation of all necessary equipment, se11ls, locks, or other appropriate protective devices on or at all access pomls at the lease's production, 
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas royalties thereon 
as provided berem. on all oil, gas or other hydrocarbons lost by reason of theft. 

26. REDUCI10N OF PAYMENTS: If; dunng the primary term, a portion of t.b.c land covered by this lease is included within the boundaries of a pooled urut that has been approved by the 
School Land Board in accordance with Natural Resources Code Sections 52.ISl -52153, or if, at any time after the expiration of the primary term or the extended ICJ'Dl, this lease covers a lesser 
number of acres than the total amount descnbed herein, payments that arc made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or 
otherwise severed. so that payments determined on a per acre basis under the terms of this lease dwing the primary term shnll be calculated based upoo the number of acres outside the boundaries 
of a pooled unit, or, if i.ftcr the expiration of the primary term, the number of acres actually retained and covered by this lease . 

27. SUCCESSORS AND ASS[GNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or 
assigns of Lessee herein. • 

28. ANTIQUITIES CODE: [n the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered dwing the activities authoriud by this lease, 
Lessee will unmediarcly cease activities and will immec!iately notify the General Land Office (AJTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave, Austin, Texas 78701) 
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be uodertaken to protect or recover.such discoveries or findings, as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-06, 80 Statute 915; 16 U.S.C.A 470) and the Antiquities Code ofTexas, Chapter 191, Tex. Nat Code 
Ann. (Vcmoo 1993 & Supp 1998). On state-owned land not dedicated to the PcrmatiCJlt School Fund, lessee shall nOllfy the Texas Historical Co=ssion before brullaog ground at a project 
location. An. archaeological survey might be required by the commission before construction.of the project can commence. Fwtbcr, in the event that any site, object, location, artifact or other 
feature of archaeological, scientific, educational, cultural or historic interest is encountered dwing the activities authorize by this lease, lessee will immediately notify lessor and the Texas 
Historic111 Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropnate . 

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision oftlus lease, whether express or implied, regarding 
interpretation oftlw lease, or relallng in any way to this lease or to applicable case law, stalutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis County, State 
~~- . 

30. LEASE FllJNG: Pursuant to Chapter 9 of the Tex Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk many county in which all or any part of the 
leased premises is localed, and certified copies thereof must be filed in the General Land Office. The prcscnoed filing fee sbnll accompany the certified copies scot to the General Land Office. 

r.i--= -:::-:.:.;:_:_ ' - ... -~· 
,. J' ' 1-: ... _. 
~ . , "' ''J""' ... . f : 

; , • •• - ·~ ' If? .l • . , 
1 ~ . .... ..... . 
~ I . 
f • I ~ u :-- . ., , . 

. -~ 5 

l 



• •• • • • ••• • 
• •••••• • • 

• 
•••• • • • •• • 
•• • • • • • •• 

••• • • • ••• 
• •••••• • • 

JI. EXECUTION: Tlus otl and gas lease mll.!I be ,ogned and acknowledged by the Lessee before it is filed of record III the county records and ,n !he General Land Office of the S1:11c ofTc:xru 

,~~ToQ f & GAS PROPERTIES, ~C. 

BY: PATRICK L. DONOHUE 

TrTLE:__;P,_,RB=S::.:'ID=E.,.rr,_,r,_· --------

DATE: __ s_/1_0_1_11 _________ _ 

APPJtOY£0 

Cont!n~u~ Legnl 
DC 
E:iec 

STATE OF LOUISIANA (CORPORATION ACKNOWLEDGMENT) 

PARISH I.AF A YE'.ITE 
~ OF _____ _____ _ 

BEFORE ME. the undersigned authonl)'. on lhu day personally appearcd._...,P,..,ATIU= .. =C,.K..,...L ...... _oo...,...,N.,O..,H.,.U,..E.__ _ _ ___ _____ _ 

lc:nown IO me to be the person whose n:,me as subscribed IO the forego111a trutrument. as PRESIDEtfI ________ .of 

___ AN_ G:..E_·1_.1:..R_' _&.;__OO..:...::..:..:NO..:..::lf.::U.::E:..-=O.::ll=--=&:..-=GA= S:.......:P:..:ROc=P:..:E::.RT:.=IE=::.Si,-=IN= C.::. _____ _ _ .and acknowledged to me th.at be executed the same 

for the purposes :ind constderaoon therein expressed. in the capactl)' srated. and as the act and deed of srud corporaoon 

Given under my band and seal of office this thc _ _ ...,l'-'u=-----·daY of __ ~),,,.._A ... IM-..u.A._ _ _ __ ....;,. ___ J 

J 

ST TE OF ___________ _ (INDIVIDUAL ACKNOWLEDGMEN'T) 

COUNTY OF ___________ _ 

Before me. the undersigned authoniy, on thJ9 day personally appeared. ______ ____ ____________ _ 

known 10 me 10 be the persons whose nnmes are subscnbcd 10 the foregomg insirumenl. and acknowledged 10 me tl1a1 tl1ey execu1ed the 
same for lhc purposes and considcmnon thcrc111 expressed 

Given under my band and seal of office lhis thc ______ ~ day of _______ _ ___ _ __ __, 10 _ ___ _ 

Notnry Public III and for _______ ___ _ _ _ _ 
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,.. ; Certificate of Record 

Ji ':;} S ~ Recording Fee 

f1 f J , ~ Certified Copy Fee 

~ 1 ~ -tJ_; Total Paid ©03042 

FILED FOR ~ECOi,; 

2011HA~ 17 Pl\ ti: 21 

· 1 ~ - L ·i 
Return to: 

A: 11._3e,lL::, --1 1 o ~ ,, h " , 
,. 

ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENT AL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

BEAR GRAPHICS. INC 

I' . I.. • v,· ... .. 
"C~·'TY Cl ~,: 'i l'tt' ~~ (~IH 1), TY. 

J' ") ' 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

OPR VOL. 879 PAGE_4-5~8 ___ DATE RECORDE[§)5 /27/2011 

DIANNE 0 . FLOREZ, COUNTY CLERK 

REElf~TEXAS,-.• . --:-- , 

By: ~ , Deputy 
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; .General land Office 
hellnqulshment Act Lease Fonn 
Revised, September 1997 

~ ustin, '<!texas 
OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this~ day or __ ...,A ... U,.G=U"'ST.,__~201L_ , between the State ofTexas, acting 

by and through its agen~ SANDRA KORNEGAY METCALF A/KJA HEARTSILL SANDRA KORNEGAY METCALF OF 3909 SPRINGHILL AVE. LAS 
VEGAS NEVADA 89121:§224 and ROBERTJ KORNEGAY, OF 13656 TEAGUE LANE. APT. 61 CORPUS CHRISTI, TEXAS 78410§211 

(Grvo Pom,anent Address) 

said agent herein referred to as the owner or the soH (whether one or more), and. _____ _,_P.,,ETR.....,,.O,..,H..,A.,.W,..K""PuR..,O,.,P,_E .. Ru.TI,.,...E,.S"'. LP..._ ____ _ _ 

or 6100 SOUTJ:j VALE AVENUE SUITE 500 TULSA, OKIAHOMA 74136 hereinafter called Lessee . 

(Giiie Permanent Address) 

1. G~ NTING CLAUSE. For and In consideraUon or the amounts stated below and or the covenants and agreements to be paid, kepi and 
performed by Lessee under this lease, the State or Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, fO( 
the sole and only purpose or prospecting and drilling for and producing oll and gas, laying pipe Ines, building tanks, storing oil and building power 
stations, telephone Rnes a.nd other structures thereon, to produce, save, take care or, treat and transport said products or the lease, the foi!owlng lands 
situated In REEVES County, State ofTexas, to-wit: 

NORTHWEST QUARTER (NW/4) OF SECTION 23, BLOCK 53, A-4088, PSL SURVEY, REEVES COUNTY, TEXAS, CONTAINING 160 ACRES 
MORE OR LESS. 

Containing _ __.1 .. 6,..0 ____ acres, more or less. The bonus conslderatlon paid for this lease Is as ronows: 

To the State of Texas: ONE HUNDRED SIXTY THOUSAND AND 00{100'5 
Dollars (S160 000 00 ) 

To the owner or the soil: ONE HUNDRED SIXTY THOUSANf? AND QQ/100:S 

Dollars {S16Q.OOO 00 ) 

Total bonus consideration: THREE HUNDRED 1WEN1Y THOUSAND AND QQ/100 

Dollars ($320,000.00 ) 

The tolal bonus consideration paid represents a bonus of .,_JW,.,,..O:...T..,H_,,OU....,SA=N-"O=A...,N..,0'-'00/=1,..00.._ _ _____ ____________ _ 

- --------------- Dollars (S2000.QQ l per acre, on. __ 1~6=0 ____ net acres. 

Notice of Confidentiality Rights: If you are a natural person, y ou m ay remove or s trike any o f the following fnfonnatlon from 
this Instrument before it Is filed fo r record in the public records: your social security number or your driver's license number. 

2. TERM. Subject to the other provisions In this lease, this lease shaD be for a term of FIVE years 
from this date (herein called "prinary term") and as long thereafter as oU and gas, or either or them, Is produced in paying quanOOes from said land. ks 
used In this lease, the term •produced In paying quantities" means that the receipts from the sale or other authorized commercial use or the substance(s) 
covered exceed out or pocket operational expenses for the six months last past 

3. DELAY RENTAi.$, if no well ls commenced on the leased premises on or before one (1) year from this date, this lease shaR terminate, 
unless on or before such anniversary date Lessee sha8 pay or tender to tho owner of the soil or to his aedit in the __ _ 
--------------- Bank, at PAY DIRECTLY TO OWNER OF THE SOIL 
or Its successors (Which shaB continue as the depository regardless or changes In the ownership of said land). the amount specified below; In addition, 
Lessee 5haD pay or tender to the COMMISSIONER OF THE GENERAL LANO OFACE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like S1111 on 
or before said date. Payments under this paragraph shall operate as a rental and shal cover the privilege or deferring the commencement or a wet for 
one (1) year from said date. Payments under this paragraph shan be in the ronowing amounts: 

To the ownerofthesolt __________________ __________ _ 

Dollars ($. _________ _, 

To the State of Texas: _______ __,R.,,E:,.F.:E,,.R.._T"O"""A""O""O""E..,N .. D"'U"'M,.,PuA..uRA......,G"'RA..._.P_.H=40,._ _______ _ 
Dollars ($ ___ _____ _ _, 

Total Oolay Rental=--- --------- - ------------------
Oollars ($ _________ _, 

\ 
\ 

tn a like manner and upon fike payments or tenders annually, the commencement of a well may be further deferred for successive periods or one (1) 
year each during the prinary term. All payments or tenders of rental to the owner or the soil may be made by check or sight draft of Lessee, or any 
assignee or this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exls~ suspend business, liquidate, fall or be succeeded by another bank, or for any reason fail or refuse to aa:ept rental, Lessee shaD not be 
held In default ror failure to make such payments or tenders of rental unb1 thirty (301 days after the owner of the soil shall deliver to Lessee a proper 
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recordable instrument naming another bank as, ent 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 Commissioner 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 Including all hydrocarbons produced in a f,quid form at the mouth of the wea and also as 
all condensale, distillate, and other !,quid hydrocarbons recovered from oil or gas run through a separator or other equipmen~ as hereinafter provided, 
shan be 1/4 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, oondensa1e, disbllate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale !hereof, 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 effocient, so that all &quid 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 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 land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shan be 1/4 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 offered to the producer, whichever Is the grealer; 
provided that the maxlmum 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 acc:ordlng to Boyle's Law, and for specific 
gravity acc:ording to tests made by the Balance Method or by the most approved method of tesling being used by the Industry at the time of testing . 

(CJ PROCESSED GAS. Royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shan be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the markel value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shan 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 acauing to Lessee, whichever Is the 
greater, of the total plant production of fiquld hydrocarbons attnbutable to the gas produced from this lease; provided that if fiquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or its parent, subsidiary or affiliate) owns an inleres~ then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highesl 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 1) the highest mart<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or bffered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no even~ however, shan 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed . 

(0) 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 or any other processing shan be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of lhe 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 price of each product for the same month In which such products are produced; whichever is the 
greater. 

6. MINIMUM ROYAL TY. 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 shaU 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 nol specify a delay rental amoun~ then for the purposes of this 
paragraph, the delay rental amount shall be one donar ($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 sou 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 lhis lease be made In kind. The owner of the soirs 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 soirs or the Commissioner of the General land Office's rights 
or Lessee's obf,galions, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid In kind) shaa be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the off, 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 writlen consent of 
the owner of the sod and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or f'or 
lnjecllon Into any oll or gas producing formation underlying the teased premises after the foquld 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 shan be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner. 

Payment of royatty on production of oil and gas shan be as provided in the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
ls 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 or the owner, manager or other authorized agen~ completed in the form and manner prescribed by the Genetal Land Offlc:e 
and showing the gross amount and disposilion of all oll and gas produced and the marl(et value of the oll and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and marl(et value induding gas meter readings, pipeline receipts, gas Une receipts and 
other checks or memoranda of amount produced and put into pipeUnes, 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, sehedule, sunvnary 
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 royatty 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 lhe royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall Incur a penatty In an amount set by the General land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescnbed by the due date provided herein. Payment of lhe delinquency penalty shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the dale on which royaltles were originally due. The above penalty provisions shall not apply in 
cases of title aispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (AJ RESERVES, CONTRACTS AND 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 or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts Wilhin 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 authorized by Lessee. AD other contracts and records pertaining lo 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, 
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, tanks, pools, meters, and pipelines shall at I es be subject to Inspection and examination by iltJ.Ummissioner or the General Land Office, the 

Attorney General, the Govemor, or the representative or any or them. 

(Bl PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Coll'Yllissloner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandorvnent or any well or 
wells. Such written notice to the General Land Office shaR Include copies or Railroad Commission forms ror application to drill. Coples or 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 govemmental agency shall Include the word "State• In the tltle. Additionally, In accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose or 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 or the above-<lescnbed premises, which may be requested by the General Land Office, In addition to those herein 
expressly provided ror. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, rrom the base or the surface casing to 
the total depth of well, or 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 or 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 General Land Office administrative rule which Is effective on the date when the materials were due in 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. Ir, 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 plimary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereor should cease from any cause, this lease shall not terminate W on or 
before the expiration or sixty (60) days from date or completion or said dry hole or cessation of production Lessee commences additional drHing 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 on or gas should cease for any cause, 
Lessee's rights shaD remain in ruR force and effect without further operations until the expiration or the primary term; and if Lessee has not resumed 
production In paying quantities at the expiration or the primary term, Lessee may maintain this lease by conductfng additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date or cessation of production under Paragraph 13. Should the first 
well or any subsequent wen drilled on the above described land be completed as a shut-In on or gas well within the primary term hereof, Lessee may 
resume payment or 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 or completion of such shut-in oil or gas well end upon the faDure to make such paymenL this lease shall Ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-In oil or gas wen is located on the leased premises, payments may be made in accordance 
with the shut-In provisions hereof . 

12. DRILLING 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 essee is then engaged In drilling or reworking operations thereon, this lease shaU 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 wooonanlike 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 l'rom said land, or payment or shut-In oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILUNG, A ND REWORKING. If, after the expiration or the primary term, production of otl or gas rrom the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences addltlonal drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain In fuU 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 drining or reworking operations result In the production 
or oil or gas, the lease shall remain In full force end effect for so long as oil or gas is produced l'rorn the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties ls made as provided herein or as provided by law. Ir the drilllng or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate if the lessee commences additional drilling or rewor1<ing 
operations within sixty (60) days after the completion or 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 workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shan give written notice 
to the General Land Office within thirty (30) days or any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any weR that has been assigned a well number by the state agency 
having Juriscflction over the production of oil and gas. If, at any time after the expiration or the primary term of a lease thaL unbl being shut In, was being 
maintained in force and effect, a well capable or producing oil or gas in paying quantities Is located on the leased premises, but oil or gas Is not being 
produced for lack or suitable production facilities or lack or a suitable markeL 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 or producing on or gas In paying quantities. If 
Paragraph 3 or this lease does not specify a delay rental amount, then for the purposes or 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 rrom the leased premises, or (3) 60 days after Lessee completes a driDing or reworking operation in accordance 
with the lease provisions; whichever dale is latest Such payment shall be made one-hair (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 term or the lease for a period or one year from the end of the primary term, or rrom the first day or the month following the month in which 
production ceased, end, after thaL tr no suilable production raclllties or suitablo 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 or each shut-in year. 

15. COMPENSATORY ROYALTIES. Ir, during the period the loase Is kept In effect by payment or the shut-In oil or gas royalty, oil or gas is 
sold end delivered In paying quantities l'rom a well located within one thousand (1,000) feet or the leased premises and completed In the same producing 
reservoir, or in any case In which drainage Is occuning, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shan cease, but 
the lease shall remain effective for the remainder or 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 al the royalty rate provided In the lease or the market value of production from the wen causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet or the leased premises. The compensatory 
royalty is to be paid monthly, one-hair (1/2) to the Commissioner of the General 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 on 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) reel ot the leased premises Ir 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 difference within ihlrty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid wm accrue penalty end Interest in accordance with Paragraph g or this 
lease. None or these provisions will relieve Lessee or the obr,gation or reasonable development nor the obllgation to dnll 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 
or compensatory royalties can satisfy the ob~gatlon to drill offset wells. 

16. RETAINED ACREAGE. Notwilhstandlng any provision of this lease to the contrary, after a well producing or capable or producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the dUlgence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development or the leased premises and in marketing the production thereon. 

(A) VERTICAL In the event this lease ls in rorce and effect lwo (2) years after the expiration date or the primary or extended term it shal then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oH well capable or producing in paying quantities 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 weU 
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 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission or Texas, or any successor 
agency, or other govemmental authority having Jurisdiction. Ir at any time after the effectfve date or the partial termination provisions hereor, the 
eppUcable field rules ere changed or the well or wells located thereon are reclasslfied so that less acreage Is thereafter allocated to said well or wels ror 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells ror production purposes. 
Notwithstanding the termination of this lease as lo a portion or the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress l'rom the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-or-way for 
existing roads, existing pipeTines and other existing facitities on, over and across all the lands descnbed in Paragraph 1 hereof ('the retained lands"), for 
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, access io and from the retained lands and for athering or transportation of oi~ gas and other mi Jb.i,roduced from the retained lands. 

(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration date or the pri'nary or extended term It shall 
further terminate as to al depths below 100 feet below the total depth dri!ed (hereinafter "deeper depths') In each wen located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after tho primary or extended term Lessee pays an amount equal lo one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). II such amount Is paid, this lease shan be In force and effect as to 
such deeper depths, and said termination shall be delayed for an addltlonal 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 form or a 
square with the weU located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Wthin 
thirty (30) days after partial termination or 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 cer1ified copy of same, shall be filed in the General 
Land Office, accompanied by the fiting fee prescribed by the General Land Office rules In effect on the date the release Is filed. II Lessee fals or refuses 
to execute and record such release or releases within ninety (90) clays 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 tho offtelal records of tho General Land Office and such 
designation shall be binding upon Lessee for au purposes. 

17. OFFSET WELLS. Neither the bonus, delay renlals, nor royalties paid, or to be paid, under this lease shaU relieve Lessee of his oblgatlon 
to protect the off 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 
on and gas from the leased premises. In addition, if oll and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case whero the leased premises is being drained by production ol oil or gas, the Lessee, sublessee, receiver or other agent In control of the 
leased premises shal in good faith begin the drllUng of a wea or wels upon the leased premises within 100 days after the draining well or wells or the 
wea or wells completed within 1,000 feet or the leased premises start producing in commercial quantities and shaQ prosecute such drilUng with dif,gence. 
Faaure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forfeilure. Only upon the determination 
of the Convnissloner of the General Land Office and with his written approval may the payment or compensatory royalty under appfiaible slatutory 
parameters satisfy the obligation to drlll an offset well or weNs 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 driling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebeUion, riots, 
strikes, acts ol God, or any varid order, rule or regulation of government authority, then while so prevented, Lessee's obfigaUon to comply with such 
covenant shall be suspended and Lessee shan not be liable for damages for failure to comply with such covenants; addilionally, this lease shaft be 
extended while Lessee Is prevented, by any such cause, from conducting drilling and reworking operations or from producing oll or gas from the leased 
premises. However, nothing In this paragraph shan suspend the payment of delay rentals In order to maintain this lease In effect during the pri'nary 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 tiUe 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 son in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. Ir Lessee makes payments on behall or the owner or the son under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soll. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of tho 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 OY/rler 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 or the General Land Off,ce 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 Offooe, Lassee or his authorized representative must subm~ 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 soft. The Convnissloner of the General Land Office shall be paid the value of the whole production allocable to any undlvkled 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest However, in no event shan 
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) or such gross production. 

(B) REDUCTION OF PAYMENTS. 11, during the primary term, 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 or the soil In accordance with Natural Resources Code Sections 
52.151-52.164, or if, at any time after tho expiration of the primary term or the extended term, this lease covers a lesser number or acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shaD be reduced according to the number of acres pooled, released, 
surrendered, or olhelWlse severed, so that payments determined on a per acre basis under the terms of this lease during the primary tenn shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or, If after the expiration of the primary tenn, the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shaU 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 sott provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterllood operations without the prior consent ol the owner of the sol. 

22. AUTHORIZED DAMAGES. Lessee shan pay the owner of the soil for damages caused by Its operations to all personal property, 
improvements, nvestock 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 wen shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises w:thout 
the written consent of the owner or the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and al proper safeguards to prevent pollution. Without 
Umtting the foregoing, ponutlon of coastal weUands, natural w.iterways, rivers and Impounded water shal be prevented by the use of containment 
fact&tles sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use au 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 shall build and 
maintain 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 fin and level au slush pis and cellars and completely clean up the drilling site of an rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep sold premises free of all rubblsh, cans, bottles, paper cups or garbage, 
and upon completion of operations shaft restore the surface of the land to as near its original condition and contours as Is practlcable. Tanks and 
equipment wil be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to lim~aUons in this paragraph, Lessee shaU 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 soU grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable or producing oil and gas In paying quantities. Addillonally, lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Offi<:e and to the owner of the soil. The owner or the sott shal become the owner or any machinCfY, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 or this lease, the rights and eslates of either 
party to this lease may be assigned, In whole or In part, and the provisions of this lease shal extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division In ownership of tho land, rentals, or royaltJes wlU 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 effectlveness of any 
act performed by Lassee. And no change or division In ownership of the land, rentals, or royalties shall bind Lessee for any purpose untll thirty (30) days 
after the owner or the sol (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
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~n· ownersh;p, Including the original recoruell I iments of title (or a certified copy of such origri J lvtien the ownership changed because of a 
' conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assigned, reDeve and discharge Lessee of an 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 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 af{ect 
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 entlre lease shall terminate for faUure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to au obligations, NabUitles, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabiities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(s), If the owner of tho soil acquires this lease In whole or in 
part by assignment without the prior written approval or the Commissioner of the General Land Offic:e, this lease Is void as of the time of assignment and 
the agency power of the owner may be fodelted by the Commissioner. An assignment will be treated as if it were made to the owner or the soil if the 
assignee is: 

(1) a nominee or the owner or 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 corporallon or subsidiary; 
(3) a partnership in which the owner of the soil ls 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 soH; 
(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, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a fam~y member of the owner of the sea or related to the owner of the soll by marriage, blood, or adopUon . 

28. RELEASES. Under the concfltions contained In this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the son 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 re11eve Lessee of any liabilities which may have accrued urider 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 lnstnment certified by the County Clerk of the 
county In which the Instrument is recorded, must be filed In the General Larid Offlc:e within 90 days of the last execution date accompanied by the 
prescribed fifing fee. JI any such assignment Is not so filed, the rights acquired urider 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 execution of this lease and the rights and dulles of the parties. Any colaletal 
agreements concerning the development of oil and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must tuny disclose any facts affectlng 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 or the sou Is obligated to put the State's 
Interests before his personal Interests. 

32. FORFEITURE. If Lessee shall faU or refuse to make the payment of any sum within thirty days after It becomes due, or if Lessee or an 
aulhortzed agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shal fall or refuse to drill any 
offset wett 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 fan to file reports in the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Larid Board, or the Railroad Commission, or If Lessee should refuse the proper authorty aocess 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 fall 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 shall forfeit same when sufficiently Informed of the facts which authorize • forfeiture, and when forfeited the area shaU again be 
subject to lease under the terms of the Relinquishment Ad.. Ha.vever, nothing herein shaU be construed as waiving the automatic terminaUon of this 
lease by operation of law or by reason of any special Imitation arising hereunder. Forfeitures may be set aside and this lease and an 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 prOlllslons of the Jaw and of this lease and the rules and regulaUons that may be adopted relative hereto. 

33. LIEN. In aOCOldance 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 Natural Resources Code 52.136 and any other applicable statulory lien, an 
express contractual lien on and security Interest In all leased minerals In and extracted from tho 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 fudures 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 an royalties or other 
amounts due or to become due under this lease and to secure payment or 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 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instnments as may be reasonably necessary to acknowledge, attach or perfect this foen. Lessee hereby represents that there 
are no prior or superior lens arising from and relating to Lessee's activities upon the above-cfesaibed 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 owne< 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 Commissioner of the General Land Office for the pooling or unltlzing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soU agrees that the lnclusfon 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 sot1, their officers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective suocessors end assigns, of and from ell and any actions and causes of action 
of every natura, or other harm, Including environmental harm, for which recovery of damages is sought, including, but not llmlted to, all losses and 
expenscs which ere caused by the ectivltles of Lessee, Its officers, employoes, and agents arising out or, 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 or the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, Jiabnilies, losses, damages, actions, personal Injury (Including death), costs and expenses, or other hann for which recovery of damages 
Is sought, under any theory Including tort, contract, or strict JlabDity, Including attorneys' fees and other legal expenses, lnctuding those related to 
environmental hazards, on the leased premises or In any way related to Lessee's faUure to comply with any and au environmental Jaws; 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 or or be occ;asloned 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, lnv~ees, 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 State of Texas and the owner of the so~. their offocers, employees, and agents in the same manner provided above In connection wfth 
the activities of Lessee, its officers, employees, arid agents as descnoed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABJLmES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), 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. 



• •• 
:.: I 

• •••••• • • 
• 

•••• • • • •• • 
•• • • • • ••• 
• 

••• • • • • •• 
• •••••• • • 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pottutlon of any envlroMlental 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 permi!. to remain on 
the leased premises any asbestos containing materials, explos!Ves, toxic materials, or substances regulaled as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance• Is defined In the Comprehensive Environmental Response, Compensation and llab!lity Ad. 
(CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulaUon ("Hazardous Materialsj, except 
ordinary produd.s convnonly used in connection with on and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS ANO DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, 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 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 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 issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Refinqulshment Act, and other applicable statules and amendments thereto, and If any provision In this lease does not conform to these 
staMes, the statutes wll prevan 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 Olf,ce of the State ofTexas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the etrecliYe date 
of this lease shal be the date found on Page 1 . 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Convnerce Code, this lease must be filed of record In the offic:e of the 
County Clerk In any county In which an or any part of the leased premises Is IOcated, and certified copies thereof must be filed in the General Land 
Office. This lease Is not elfec:tlve unbl a certlfied copy of this lease (which is made and certified by the County Clerk from his records} Is filed in the 
General Land Office In accordance with Texas Natural Resources Code 52.183. AddlionaHy, this lease shal not be binding upon the State unless it 
recites the ad.ual and true consideration paid or promised for execution of this lease. The bonus due the state and the prescribed fifing fee shal 
aecompany such certified copy to the General Land Office . 

ADDENDUM PROVISION - #40 and #41 

40. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3") years of the primary term hereof. Lessee or ks assigns shaU have the right to keep this lease In force and aired. ror the fourth (4"') and fifth (5'") 
years of the primary tem1 provided for herein by tendering a payment of ONE THOUSAND THREE HUNDRED THIRTY THREE DOLLARS AND 34/100 
($1,333.34) per net acre prior to AUGUST 26, 2014, as to any acreage covered hereby and not olherwise being maintained by any other provision 
herein at such time. 

41 . If, at the expiration of the primary term, this lease Is being maintained in force under any provision of the lease, or within 180 days prior to 
the expiration of the primary term Lessee has complotod a well as a dry hole or commenced a well on the leased premises or lands pooled therewith, or 
Lessee is then engaged In operallons on the leased premises or lands pooled therewith, Lessee agrees to begin a continuous drilling program within 
180 days after the end of the primary term or within 180 days after cornpletlon of such wen or the cessation of such operations, whlcheve( Is the later 
date; and thereafter to carty on the conUnuous drilling program on the leased premises or lands pooled therewith unbl an proration units have been 
drilled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeeding well Should Lessee 
tan to begin the continuous drilling program or subsequently default in the performance thereof, then In either event, this lease shall terminate as to an 
lands covered hereby, save and except for the proration unit surrounding each wen then producing, capable of producing or upon which operations are 
being condud.ed, limlted, respoctlvely, to those depths from the surface down to the straUgraphlc equivalent of the depth 100 feet below the base of the 
deepest penetrated formation. As used In this paragraph: I) the term "convnlsslon" means the Raaroad Convnlsslon of the State of Texas or any 
successor agency, ii) the term "proration unit'" means any aaeage designated es a drilling unit or produc:llon unl In accordance with the rules of the 
commission (or any other governmental authority having jurisdlciion) or any unit formed by pooling as provldod In this lease or otherwise, lil) the \enns 
"commenced" and "commencemenr mean the date when a well ls spud, and Iv) the terms "completed" and ·completion" mean the date the initial 
potential test report ls filed v.ith the commission, if a productive well, or the dale the plugging report Is filed with the commission, if a dry hole, In either 
event no later than 60 days alter the drilling rig hes been released. Notwithstanding the partial termination of this lease, Lessee shaA conlinue to have 
the rights of Ingress and egress across all of the leased premises to and from lands that remain subjed. to this lease, or lands pooled therewith, for the 
purposes desaibed In paragraph 1 hereof, together with easements and rights of way for roads, pipelines, tlowllnes and other facllitles on or across au of 
the leased premises for the exploration, developmen~ produd.lon, gathering or transportation of oil, gas and other products from the lands sun subjed. to 
this lease or lands pooled therewith. The sole liability or penalty for the falture of lessee to drill any well or wells required or permitted by this lease shall 
be the termination or partial termination of lessee's rights under the lease as provided above. 

42. COUNTERPARTS AND MUL TlPLE SIGNATURES. This agreement may bo executed in ono or more counlerpaots and shall be binding 
upon each party execuUng the original or any counterpart hereof, regardless of whether all of the parties owning an Interest In the Subject Premises Join 
In the execution of this agreement The fallure of any party owning an Interest In the Subject Premises to sign this agreement shaD not affed. ils validity 
as to those whose signatures appear on the original or any counterpart hereof. This agreement may be executed In any number of multiple originals and 
tho signature page(s) of any orlglnal(s) may be attached to and made a part of any origlnal(s) so as to make one or more origlnal(s) containing an or any 
number of slgnature(s) (Signalure Pages) and be accompanied by respective notarial acknowledgment page(s) In order to make up one or more 
origlna~s). 

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

BY: D. R. Deffenbaugh 

Trtle: Vice president - Land 

Date: q-/ 4,-// 
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~~~zfutj 
BY SANORA KORNEGAY METCALF 
u agent ror tlle State or Texas 

Date [ ?-- fJ- q,.. f / 

STATE OF C, Kl /-Jf/Dlll r} 

COUNTY OF -p., l Sl-1 

STATE OF Te:}Jt;( 

BY ROBERT J KORNEGAY 
as agent ror the Suitt of T eus 

Date -----------

(CORPORA TlON ACKN0Wl.£0GMENT) 

BEFORE ME, tne undtralgnea authOttty on thl1 day peraonally appeared D {5_ Oc: (( c' I, lo 't .. , i, 
known to me to be the person whose name II aubsetlbed to the fo~lno lnatrumentt .. G(! t.' P, C" :, I as: I' p LG II r/ 
or pH L oer~9 l LC'. . 0<'111'.1t1.I i='ar t 11'-t ... r I elro\iou.,k P,(;p< ( /ic-;.. , LP andacknowlodge<ltomethalhe 

executed the 111me for the purposes and conalde11tlon therein expressed. In the capacity lllted, 1nd II the ,ct and deed o1 uld co,poratlon 

Given undor my nand end seal of o~t!lli11Mi1111'lW.r.'- day of ,)< ,i/[J, J t \.. . 20....fL 
,,,, b... y...AV~ 11 

/'~~.:~OTAi$Z.~i% Wfz j.d}( d[a{)LL 
~ I \ -,:)~ ~ u 
~ i # 04007821 \ ";; Notary Public In and ror O ~N ,,u:,._ i ~ !\EXP. 08127112 j § 

STATE OF tvt vo.c\o,. % ;,..,, '• .o,,... c ./ ~ f (INDIVIDUAL ACKNOWLEDGMENT) ------=-----~-------- ~ ~ '·-.::::~.~! ..... ···~o'<'.f 
COUNTY OF --'C.=l""'-6 __ r'~b~---- .,,,,,,,, O;: Ql(.\..i,; ,,,,,,, 

,,,,,11,1111111111 
BEFORE ME, the underalgnea authonry, on this d2:'r1on1lly appe11e<1 ~ (C\. ('()t:\-C.o.\-r 

(_Cn\V 
known to me to be the persona Whoae names ,re subacnbed to the ro,egolng Instrument, and acknowledged to me that they executed the same for Ille 

purposes and consideration therein exprea&ad 

Grven under my llllnd and .... , of office this the ~ day or A.v.~ , 20.l.L 

P~~f?~ c.::::::: 
Notary Public In and ror S:\o,~e C€ N~oo... 

ll'*lr. I ROWN 
...., ....... l tnofNmd1 
A,p,1111,,- .... 09· 11165·1 
~ Appl. (Jqllrl1 Oct 12, 201 3 

STATE OF ________ _ (INDIVIDUAL ACKNOIM..EDGMENT) 

COUNTY OF--------

BEFORE ME. the underalgned authority, on thtl day per11onally appeared - --------------------

known to me to be the JMl'Sona whose names are 1ub1c11bed to the loregotng lnatrument, 1nd 1Cknowlodged to me that they executed the aame ror the 

purposes and conalderollon therein expreasod 

Orvon undor my hand end aeal or office th11 the ___ day ol --------- 20 __ 

Notary Pubhc In Ind for ____________ _ 
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STATE OF TEXAS 

BY SANORA KORNEGAY METCALF 
H agent for the State of Texu 

Date -----------

STATE OF ________ _ 

COUNTY OF _______ _ 

STATE OFT~ 

1~:ft0~~ 
BY ROBERT J KORNEGAY 
II agent for the State of Texaa 

Data _..:;,~,_/ .:.3_0,_/_1_1 ___ _ 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME the undersigned authOr,ty, on thl1 day pert0nalty appeared---------------------­

known to me to be the person whose namt 11 subtcrtbtd to the roregolng lnatrumentl 11 ----------- - -------­

or Ind aeknOWledged to me that he 

executed the same for the purpoaes and c:on11der1tlon therein axpreued. In the ClptClly 11111<1, and II the 1ct and dffd of H id corpo111~on 

Given under my h1nd and SHI of offlc:e thlt tht ___ day of ________ _ 20 __ 

Notary Public In and for ____________ _ 

STATE OF ________ _ 
(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME, the undersigned 1utho11ty, on this day personally appeared ----------------------

known to me to be the person, whose names ,re 1ub1Ctlbed to the foregoing lnttrument, and aCknOWledged to m1 thlt they uecutod the ume for the 

purpotes and consldar1tlon therein expreued 

Given under my hand Ind sell of office thlt the ___ day of--------- 20 __ 

Nou,ry Pubic In and for------ -------

(INDIVIDUAL ACKNOWL£00MENT) STATEOF<.,,~~ 

COUNTY OF
1
~{cC-C> 

BEFORE ME, the undere,gned 11111lo11ty. on thl1 day pereonally 1ppe,red ......;./_~--~-_,;:_;:?.....,.d...._-'4~---·:'.="'-..."''.\-~"°""'n"''""L""":J='+-----

known to me to bo th• person, whollO namH ere 1ub1crl1>ed to the foregoing ln11rument, Ind acknowlodged to me thlt they executed tht ume for the 

purposes and con1ideratlon therein expresHd 

Given under my hind end tell of office this tht 3 0 day of U'.t6 s (('CA/L . 20..!L. 

kf<uu a-s _,(('---4t. CcM/ 
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Certificate of Record 

l /3 Ci) 
--"----- Recording Fee • 

\ La) 'J. L~e,J;i.1, ~~ 
_ _ -=..CT_,_· ___ Certified Copy lee 
_ S:xz..,,-4-7 v __ Total Paid O O 7 7 7 2 N 'lj .. 

ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

COMPARED 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
dale and al the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

OPR VOL. 907 PAGE 203 DATE RECORDED 11/18/11 

DIANNE 0 . FLOREZ, COUNTY CLERK 

REEVES~UNTY, TEXAS .,;:YJ 4 . .JL¥-
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Lease Form 
Revised 04/11 
Uplands 

%lusttn, 'filexas 

OIL AND GAS LEASE 
NO. M-lll452 

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, SI, and Chapter 52, Subcbapters A-D and H, (said Code being hereinafter referred to as N.R.C.). and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursllllllt thereto, and :ill other applicable statutes and ameodmcots to said 
N.R.C., the folloWU1g area, to-wit 

SECTION 26, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS CONTAINING APPROXIMATELY 641 ACRES, AS SHOWN ON THE OFFICIAL 
MAP OF REEVES COUNTY, TEXAS CURREl'ITL YON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS, 

was, after being duly advertised. offered for lease on the Sib day of April, 2011, at 10:00 o'clock am, by theCommissiooeroftbe General Land Office oftbc State of Texas and the School Land 
Board of the State of Texas, for the sole and only pwpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above dcscnoed area; and 

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a regular 
meeting thereof in the General Land Office, on the 5" day of April, 2011, hereinafter the "dfective date" and it was found and detcnnmed that ANGELLE & DONORlJE OIL & GAS 
PROPERTIES; INC. whose address is P.O. BOX 52901, LAFAYETTE, LOUISIANA, 7'0505 bad offered the highest and best bid for a lease of the area above dcscnbed and is, therefore, 
entitled to receive a lease thereon: 

NOW, TIIEREFORE, I, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, bcrcmafter sometimes referred to as "Lessor,• whose address is Austin, Texas, by 
virtue of the authority vested m me and in consideration of the payment by the hereinafter designated Lessee, the swn of One Million Seven Hund rtd Stvtnty-On• Tbousond Eighty-Tbret 
And 00/100 Doll•rs (Sl,771,083.00). receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid. observed and 
pcrforrned by Lessee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the 
followmg terms and conditions, to-wit: 

I. RESERY ATION: There is hereby excepted and reserved to Lessor. the full use of the property covcn:d hereby and all rights with respect to the surface and subsurface thereof for any and 
all pwposes except those granted. and to the extent herein granted to Lessee; the right to grant third parties seismic, geophysical and geological perrnits and to enter into other agreements with 
tliird parties, which allow such third panics to conduct geophysica~ geological or seismic sUJVcys on, over, under, through and across the land covered herem durmg the tcrrn of this lease; and 
the rights of ingress and egress and use of said lands by Lessor and its nuncral lessees for purposes of exploring for and producing the minerals which are not covered, or which may not be 
covered m the future, under the terms of this lease, but whicb may be located within the surface boundaries of the leased area. All of the rights in and to the leased premises retained by Lessor 
and all of the rights in and to the leased premises granted to Lessee herein shall be exercised 1n such a manner that neither shall unduly interfere with the operations of the other. 

2. TERM: Subject to the other provisions hcrcoC this lease shall be for a term of five (5) years from the effective dote hereof (hcrcm c:illed "primary term") and as loag thereafter as otl or gas is 
produced in paYlllg quantities from said area. 

3. DELAY RENTALS· If no well is commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, TCXllS, the amount specified m the following schedule multiplied by the 
number of acres in the premises, which shall operate as a rental and cover the privilege of defcmng the commencement of a well for twelve (12) months from said date. In like manner and 
upon payments or tenders of amounts set out in the following schedule, the commencement of a well may be further deferred for a like period of the same number of months. 

Anniversary Date Delay Rentnl per Acre 
First S 5.00 
Second S 5.00 
Third S 1,000.00 
Fourth ~ 5.00 

4. PRODUCTION ROY AL TIES: Upon production of oil and/or gas, the Lessee agrees to pay or cause to be paid to the Commissioner of the General Land Office m Austin, Texas, for the 
use and benefit of the State of Texas, during the term hereof: 

(A) OIL: As a royalty on oi~ which is defined as including all hydrocarbons produced m a liquid form at the mouth of the well and also all coodcnsatc, distillate, and other liquid 
hydrocarbons recovered from oil or gas run through a separator or other equipment, as herctruiller prov,dcd, l/4 part of the gross production or the market value therco~ at the option of the Lessor, 
such value to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity 
in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale 
thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an 
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liqui4 hydrocarbons recoverable from the gas by such means will be recovered. Upon 
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prcscnbed by Lessor. 

(D) NON-PROCESSED GAS: As a roy:ilty on any gas (meluding flared gas), which is defined as all hydrocarbons and gaseous subS1ances not defined as oil in subparagraph (A) above, 
produced from any well on said land (except as provided hcrem with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other producls} 1/4 part of the gross 
production or the market value thereof, at the option of the Lessor, such value to be based on the highest marlcet price paid or o.ffcred for gas of comparable quality in the general area wbcrc 
produced and when run, or the gross price paid or offered to the producer, whichever is greater prov,dcd that the maximum pressure base in measuring the gas under this lease contract 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 lest made by the Balance Method or by the most approved method oftcstmg bemg used by the mdustry at the t.imc oftestmg. 
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. . (C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recove,y of gasoline or other liquid hydrocarbons, .IB. part oflhe residue gas and the 
liqwd hydrocarl>ons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100"/o) of the total plant productio11 of residue 
gas attnbutable to gas produced from this lease., and on fifty percent (50%) or that percent accru.iug to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attributable to the gns produced from this lease; provided that if liquid hydrocarbons arc 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 gas through such plant under a processing 
agreement negotintcd at arms' 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 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of cowparable 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 ofliquid hydrocarbons), whichever is the greater. In no 
event, however, shall the royalties payable under this paragraph be less than the royalties which would )Jave been due bad the gas not been processed. 

(D) OTIIER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufuctured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghcad, • "dry" or 31'.IY other gas, by fractionating, burning or any other processing, lli part of grcm productioo of sucb products, or the market value thereof, at the option of Lessor, such 
market value to be determined as follows: 

(I) On the basis of the highest market price of each product, during 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 arc produced; whichever is the greater . 

CE) NO DEDUCTIONS: Lessee agrees that nil royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and othawise making the oil, 
gas and other products produced hcrcuoder ready for sale or use . 

(F) ROY ALTY IN IOND: Notwitbst4!Jding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of all or any"royalties accruing to Lessor under this lease be made in lcind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compcc.ssing, processing, transportin,B and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. 

(G) PLANI 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 anything contained herein to the contrary, and subject lo the consent in writing of the Commissi.oner of the Ga.era! Land Office., Lessee may recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease. 

(H) MINIMUM ROYALlY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in DO event shall 
be less than an amount equal to SS.00 per acre; otlierwise, there shall be dJic and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to $5.00 
per acre less the amount of royalties paid during the preceding year. 

(l) MARGINAL PRODUCTION ROYALlY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrccovered. Any such royalty reduction must 
conform to the requirements of any School Land Board administrative rules oo this subject. Royalty may not be reduced below the applicable statutory minimum. 

5. ROY AL TY PAYMENTS 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 production of oil and gas shall he as provided in the rules set forth in the TeXllS Register. Rules currently provide that royalty on oil is due and must be rcceivcd in the 

Ga.era! Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be rc:ccived in the General Land Office 011 or before the 
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manai;cr or other authorized agent, completed in the form and mannerprcscnl>cd by 
the General Land Office and showing th.e 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 docwnents, records or reports 
confirming the gross production, disposition and market value including gas meter readings, pipeline iueipts, gas line receipts and other checks or memoranda of amount produced and put into • 
pipelinc.s, tanks, or pools and gas linc.s or gas storage., and any other reports or records which the General Land Office may require to verify the gross production, disposition and marl<et value. In 
all cases the authority of a mannger or agent to act for the Lc.ssec 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 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 S2S.OO, 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 accruing when th.e royalty is sixty (60) 
days overdue. Affidavits and supporting· documents which arc not filed when due shall incur a penalty in an amount set by the Gcneral Land Office administrative rule which is effective oo the 
date when the aflidaMts or supporting documents were due. The Lessee shall bear all rcspoDS1oility for paying or causing royalties to be paid as prcscn"bcd by the due date provided herein. 
Payment of the delinquency penalty shl\11 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 tide dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

6. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best poss1olc estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thirty (30) 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 authorized by Lessee. All other contracts and records pertaining to the production, tranSportation, sale and 
marketing of the oil aad gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meten, and pipelines shall at all times be subject to 
inspection and cxarnuiation by the Commissiooer of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) DRILLING RECORDS: Written notice of nil operations on this lease sball be submitted to the Commissioner of the General Land Office by Lessee or operator live (S) days before spud 
date, workovcr, rc-eatry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office sbnll include copies of Railroad Commission 
forms for applicatioo to drill Copies of weU tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas Railroad 
Commission. Le=e shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other infonnation 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 wclb drilled on the above dcscnl>cd premises and shall transmit a true copy of the log of eaehswvey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES: Lessee shall incur a penalty whenever reports, documents or other materials arc DO! 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. 

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas bas been completed on the leased premises, 
Lessee shall exercise the diligence of a reason.ably prudent operator in drilling such additional well or wells au 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 tcnn it shall then terminate as to all of the leased premises, 
EXCEPT (1) 40 acre, surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well cap:ible of producing in paying quantities [10clw!ing a shut-in 
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or rewodcing operations, or (2) the number of acres included in a producing 
pooled unit pumiant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as lllllY then be allocated for production purposes to a proration unit for each 
such producing well Wider the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a 
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partial termiution of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial tcnnination, 
Lessee shall have the right to oblain a swface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operabon of 
the portions of the lease remaining in force and effect. If Lessc~ fails IO apply for a sui1ilce lease withm the 90 day period specified above, Lessee may apply for a surfll<:c lease from the Land 
Office, but the I.and Commissioner bas the discretion IO gJ11Qt or deny such application and IO set the fee for such surface lease. 

{B) HORIZONI'AL: In the event this lease is ID force nod effect two (2) years after the expiration date of the pnmary or extended term it shall further terminate as to all depths below 100 
feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended 
term le$sce pays an amount equal IO one-half (1/2) of the bonus origioally paid as CODSldcration for this 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 temi.ination shall be delayed for an additional period of two (2) years and so long thCl'Cllfter as oil or gas LS produced in paying quantities from such 
deeper depths covered by this lease. 

(q IDENrIFICA TION AND FILING: The surfuce acreage retained hcrcuoder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center 
thereo~ or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a 
release or releases contaming a satisfactory legal descripbon 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 prescnbcd by the General Land Office rules in effect on the date th.e release is filed. If Lessee fntls or refuses IO execute and record such release or 
releases within ninety (90) days after being requested to do so by the General Land Office, then the ColDIIIISSioner at his sole discretion may designate by writlen msbument the acreage and/or 
depths to be released bercundcr and record such instrument at Lessee's expense in the county or counties where the lease is located and in the oflictal reconis of the Genct21 Land Office and such 
designation shall be binding opon Lessee for all pwposes. If at any time after the effective date of the partial terminatioo provisions hereof, the applicable field rules are chnnged or the well or 
wells located thc,eon an, reclassified so that less acreage LS 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 wclls for production purposes . 

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from 11 well located on land privately owned or on State land leased at a lesser royalty, which well is within 
6ne thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall. within sixty (60) days after such initial production from the chaining 
well or the well located within one thousand (1,000) feet from the area covered by this lease bcgm in good faith and prosecute diligently the drilling of an offset well oo the area covered by this 
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means 
necessary in a good faith effort to malce such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval, may the 
payment of a compensatory royalty satisfy the obligation to dnll an offset well or wells required under this Paragraph. 

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, du.nng the primary term hereof and prior to discovery and production of oil or gas on said land, Lessee 
should drill a dry bole or holes thereon, or If during the primary term hereof and after the discovery and actual producbon of oil or gas from the lea,ed 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 bole or cessation of production Lessee commences 
additional drilling or reworicing operations thereon, or pays or 1elldcrs 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 thcrelO, a dry hole be completed and abandoned, or the procluction 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 production in paying quantities at the expiration of the pri.mary term, Lessee may maintain this lease by 
conducting additional drilling or reworlcing operations pursuant to Paragrapb 10, using the cxpirabon of the primary term as the dntc of cessation of production under Paragraph 10. Should the 
lu3t well or any subsequent well drilled on the above dcscnbed land be completed as a shut-in oil or gas well within the pnmnry term hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herein on or before tho rental paying date following the expiratioo of SIX!y (60) days from the date of complebon of such shut-in oil or gas well and upon the milurc co 
make such payment, this lease shall ipso facto termmate. If at the cxpirabon of the primary term or any time thereafter a shut-in oil or gas well LS located on the leased premises payments may be 
made in accordance with the shut-in provisions hereof. 

10. CESSATION, DRD..LING, AND REWORKING: It: after the expiration of the primary term. production of oil or gas from the leased premises, after once obtained, should cease from 
any cause, Ibis lease $hall not terminate if Lessee commences additional dnlling or reworlcing operations within sixty (60) days after such cessation, and this lease shall rcmoio in full force and 
effect for so long as such operabons continue in good fuith and in wor!cmanlikc manner without interruptions totaling more than sixty (60) dnys. If such drilling or reworking opernlions 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 &om 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 completioo of a ,..,u as a dry bole, the lease 
will 001 terminate if the Lessee commences additional dnllmg or reworking opcrabons within sixty (60) dnys after the completinn of the well as a dry bole, aod this lease shall remain in effect so 
long as Lessee conbnucs drilling or reworking operations in good faith and in a woncmanlike manner withnut interruptions totoling more than stXty (60) days. Lessee shall give written nobce to 
the General Land Office within thirty (30) days of any cessabon of production. 

1 L SHUI'-IN ROYALTIES: For purposes of this paragraph. "well" means any well that bas 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 be1Dg shut in, was being maintained ID force and effect, a well capable of producing oil or gas in paying 
<1uantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a sbut·in oil or gas 
royalty an amount equal to $10 00 per aae, but not less than S!,200 a year for each well capable of produemg oil or gas in paying <1uantities. To be effcebve, each initial shut-in oil or gas royalty 
must be paid oo or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases IO produce oil or gas from the leased premises, or (3) 60 days after ussee completes a drilling 
or reworking operation in accordance with the lease provisions; whichever date is latest • 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 pnmary term, or from the first day of the month following the month in which production ceased, and, after 
that, if no suitable production liK:tlities or suitable marlcet for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by paying the some amount each 
year on or before the expiration of each shut-in year. 

U. 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 (1,000) feet of the leased premises and completed in the same producing reservoir, or many ease in which drainage is occwnng, the risbt to continue to maiolllin 
the lease by paying the sbut·in otl or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty bas been paid. The Lc&cc may maintain the 
lease for four more successive years by Lessee paying compmsatory royalty at the royalty rate provided in the lease of the marlcct 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 i.s to be paid monthly IO the Commissioner beginning on or 
before the last day of the month following the month in which the oil or gas is produced from !be 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 compcnsalocy royalty paid in any 12-mooth period is in an amount less than the annual shut-in oil or gas royalty, Lessee sball pay an 
amount equal to the difference within thirty (30) days from the end or the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to drill o~t wells as provided in N.R.C. Section 52.034; however, at the detcnnination of the Commissioner, and with the Commissioner's written approval, the payment of 
compensatory royalties shall satisfy the obligalioo to dnll offset wells. Compensatory royalty payments which are not timely paid will accrue pcmlty and interest in accordance With Paragraph S 
of this lease. 

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas bas not been obtained on the leased premises but drilling opcralioos are being cooducled 
thereon in good faith and in a good and wodcmanlike manner, Lessee may, oo or before the expiration of the primary term, file in the General Land Office written applieotion to the Commissioner 
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars (S3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more tbnn six hundred forty (640) acres and the Commissioner shall, in writing. extend this lease for a thirty (30) day period from and 
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as snch drilling operations are being 
conducted make like application and payment during any thirty (30) day cxlcnded period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the 
Commissioner shall. in writing, again extend tlus lease so that same shall remain in force> for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying 
quantities; provided. however, that th.is lease shall not be extended for more than a total of three hundred ninety (390) days from and ofter the expiration of the primary term unless production in 
paying <1uantities bas been obtained. 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced oo said land necessary for operations hereunder and solely upon the leased premises; provided, however, 
Lessee shall not use potable water or water suitable for livestock or imgatJoo purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to pay 

3 



• •• • • • ••• • 
• •••••• • • 

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

• •••••• • • 

swfacc damages, Lessee shall hnvc the right t~ use so much of the swfacc of the land that mny be reasonably necessary fur drilling and operating wells and transporting and marketing the 
production therefrom. such use to be conducted un~cr conditions of least injury to the surfucc of the land. Lessee shall pay surface damages in aa amount set by the General Land Office fee 
schedule which is e:ffective on the dnte when the activity requiring the payment of surface damages occurs. 

15. POLLU!ION: In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
wetlands, natural waterways, rivers and impounded waler shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. [n the event 
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutaot and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to prolet:t livestock against Joss, 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 dn1llng site of all rubbish thereon. 

(B) SUBMERGED LANDS: No discharge of solid waste or garbage sball be allowed into State waters from any drilling or support vessels, production plntform, crew or supply boat, 
barge, jack-up rig or other equipment located oo the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non· 
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.' Such statement shall be in lettering of at least l" in size. 

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

(D) PENALTY: Farlure to comply with the requirements of this provision may result in !be maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the 
damages caused by such .failure and any costs and expenses incurred in cleaning areas affected by the discharged waste . 

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall 
be slated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease.or where wells on two or more leases arc cou.nected to the same tank 
battery, whether by individual Oow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legfbly identified 
at all times, either by a firmly attached tig or plate or an identification properly painted on such line al a distaoce not to exceed three (3) feet from such tank or header coonectioo. Said signs, tags, 
plates or other identification markers shall be maintained in a leg,ole condition throughout the term of this lease. 

17. ASSIGNMENTS: The lease may be transferre<l.at any time; provided, however, that the liability of the transferor tci properly discharge its obligation under the lease, including properly 
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at dn1I sites shall pass to the transferee upon the prior written con,scnt of the Commissioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial respon,sibility-and may require a bond or other security. All transfers must rcfcreocc the lease by the 
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clcrlc of the county where the transfer i, recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N .R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee sball succeed to all rights and be subject to n.11 obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties. 

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

19. LIEN: rn accordance with N.R.C. Section 52.136, the Stile 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 acceptaoce of this lease, Lessee grants the Stale, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable stitutory lien, an express cootractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may aCQ'Ue to Lesset: from th.e so.le 
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 coonectioo with the production or 
processing of sucli 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 aoy covenaot or condition of this lease, whether e:q,rcss or implied. This lien and security intctCSt may be foreclosed with or without court proceedings 
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such inslluments as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there arc no prior or superior liens arising from aod relating to Lessee's activities upon the 
above-descnoed property or from Lessee's acquisition of this lease. Should the Commissiooer at any time d.etcnnine that this representation is not true, then the Commissioner may declare this 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee sball fail or refuse to make the payment of any sum within thirty (30) 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 Commission\:!" of the General Land Office, or if Lessee should fail to file reports.in the manner required by J./.w or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the reco$ pertaining to operation,s, or if Lessee or an authorized agent should knowingly fail 
or refuse to give correct information to the proper authority, or knowingly fiul or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of th.e 
material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required hy 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 to the highest bidder, under the same regulations controlling the original sale of leases. 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 thcrcuoder reinslated 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 maybe 
adopted relative hereto. 

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

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office governing drilling and producing operations on Pcrmancot Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of 
royaltie.s, and auditing procedures, and shall be subjet:t to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this !cue. Without 
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions arc CWTcntly found at 31 Texas Administrative Code, Outptcr 4, and Texas Natural Resources Code Sections 52.135 
and 52.137 through 52.140. In the event this lease covers land franchised orleased or otherwise used by a navigation district or by the United States for the pwpose of navigation or other pll!pose 
incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Waler Code, but Lessee sbnll 
be entitled to develop such land for oil and gas by directional drilling; provided, however, thot no surface drilling location may be nearer than 660 feet and special permission from the 
Commissioner of the General Land Office is necessary to mnke any surfuce location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or froDl the nearest clrcdgcd 
bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer. 

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cawe, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from any 
producing, dry, or abandoned well or wells without the written con,scnt of the Commissioner of the General Land Office or his authorized representative; nor shall Lusee, without the wrillen 
con,sent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee 
and wed by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged aod unbl all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissiooer or his authorized representative. 
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24. FORCE MAJEURE: Should Lessee be prevented from complyu,g with any express or implied covtonnt of this lease, from conducting dnllinc operations thercon. or from producing oil 
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion. riots, sb'ikes, fires, acts of God or any order, rule or regulation of governmeotal authority, thco while so prevented, 
Lessee's obligation to comply with such covenant shall be suspended upon proper nnd satisfactory proof pl'C$cnted to the Commissioner of the General Land Office in support of Lessee's 
cootcotioo and Lessee shall not be liable for damages for liulure to conlply therewith (except in the event of lease operations suspended as provided in the rules and rcgulations adopted by lhc 
School Land Board); and this lease shall be extended while and so long as Lessee is preveotcd, by nny such cause, from drilling, rcworlcing operations or producing oil and/or gas from lhc leased 
premises; provided, however, that nothing herein shall be constru~ to suspend the payment of rentnls during the primary or extended term, oor to abridge Lessee's right to a suspension under any 
applicable statute of this State. ' " 

25. LEASE SECURITY: Lcsscc shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarboos produced from 
said lease. This includes, but is not limited to, the iostallatioo of all necessary equipment, seals, locks, or other appropriate protcdivc devices oo or at all access points at the lease's procluctioo, 
gathering and storage systems where theft of hydrocarbons can OCCID'. Lessee shall be liable for the loss of any hydrocarl>ons rcsulbng from theft and shall pay the State of Texas royalties thctcon 
as provided herein on all oil, gas or other hydrocarbons lost by rcasoo of theft. 

26. REDUCilON OF PAYMENTS: If, during the pnmary term, a portloo of the land covered by this lease is included within the bouodaries of a pooled unit that has bcco approved by the 
School Land Board in ac,:onlaoce with Natural Resources Code Scctioos S2.1S!-S2.JS3, or if, at any iimc after the exp118tioo of the primary term or the extended term, this lease covers a lesser 
number of acres thao the total amount dcscnbed herein. paymcots that arc made on a per acre basis hereunder shall be reduced according to the number of acres pooled, nlcascd, surrendered, or 
otherwise severed, so that paymcots dctcrmmed on a per acre basis under the terms of this lease during the primary term shall be calculated based upoo the number of acres outside the boundaries 
of a pooled unit, or, if after the expiration of the primary term, the oumbcr of acres nctually retnined and covercd by this lease . 

27. SUCCESSORS AND ASSIGNS: The covenants, coodibons and agreements contained herein shall extcnd 'to and be binding upon the heirs, executors, administrators, successors or 
assigns of Lessee herein. 

28. ANTIQUITIES CODE: In the event that any feature of archcological or historical interest on Permanent School Fund Land IS encountered during the activities authonzcd by this lease, 
Lessee will immediately cease activities and will immediately notify the Geoernl Land Office {ATTN. Archaeologist, Asset Management Division. 1700 N. Congress Ave, Austin, Texas 78701) 
and the Texas Histoncal Commission (P.O. Box 12276, Allstin. TX 7871 1) so that adequate measures may be undcr1:ikcn to protect or recover such discoveries or findings, as appropriate. Lessee 
is expressly placed oo notice of the National Historical Preservation Act of 1966 (PB-89-6~, 80 Statute 915; 16 U.S.C.A 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code 
Ann. (Vcmoo 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a project 
location. AA an:haeologic:al survey might be required by the commission before construction of the project can commence. Further, in the cvcot that any site, object, locaboo, artifact or other 
feature of archaeological, scientific, cducatiooal, cultural or historic interest is cocountcrcd dwing the activities authorize by this lease, lessee will immediately notify lessor and the Texas 
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate . 

29. VENUE: Lessor and lessee, mcluding lessee's successors and assigns, hereby agree that veouc for any dispute arising out of a provision of this lease, whether express or implied, regarding 
intcrpretal!oo of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of compctcntjurisdicbOo located m Travis County, State 
ofTeXllS. ' 

30. LEASE FCLING: Pw-suant to Chapter 9 of the Tex. Bus &: Com. Codc,this lease must be filed of record in the office of the County Clerk in any county in much all or any pan of the 
leased premises is located, and certified copies thereof must be 6led in the General Land Office. The pl'C$cnbed filing fee shall accompany the certified copies sent to the General Land Office 
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J l. EXECL,,0'1: Toss o,l and gm lease must be s,gned and acknowledged by the th county rcconb wid m the General und Office of the S1atc of T cxas 

STATEOF LOUISIANA 

~ 0 1' 1..A.FAYETIE 

LESSEE : AHCE'LLE & DONOHUE OIL & GAS PROPERTIES , INC. 

BY: PAJ:RICK L. DONOHUE 

TITLE: PRESIDENT 

DATE: 5/10/ll 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned nuthonty. on tlus day personaUy appcared. __ P_A_DU __ CK __ L_ . _DO_ N_O_U_UE __________ _ 

known to me to be the penon whose name ,s subscnbed to the foregoing instrument. as, _ _..:.P..:.:RE= S:.:ID= KN'."-'-"T"------ ---- ----'of 

__ ANCELI..E __ ;;.;c:=:::....&:::.._=cOO..=..:.;NOc=H:.:UE=-...:0:.:IL=-...:&:_;GAS:::..::,:._P:...;R!~O><P"-"'ERTIE~~·""Scs,_,,,I..,N.,,C..,. ________ wid acknowledged to me that be e.,ccuted the same 

for the purposes and coo.s1deranon thercm expressed, in the capacity stnted, and as the act and deed of srud corpornuon. 

Given under my band and SC3I of office !bu the I ( day of __ ,r,.L\JW.:....,""'.:.+--------',...,...~· 20 11 
~ I 

r- 1\ ~ 

STATE OF ___________ _ 
AL ACKNOWL EDGM ENT) 

COLNTY or __________ _ 

Before me, the undersigned authomy. on tlus day personally appeared, _____________ ________ _ 

known to me 10 be the persons whose IUUIICS ore subscnbed lo the foregou1g mstrumenl, and acknowledged 10 me that they executed the 
same for the purposes and cons1dcmnon therein expressed 

Given under my band and seal of office tlus the_ _ day of ------------~20 ____ _ 

Nowy Public in and for ____________ _ 

6 

'\ 



c ! rtlflcate of Record 

---.~'4--18.._.._-=-5. -~-~_.,,,_ Recording Fee 

4 , (.<:; __ .u_-"---.... -_1_....,.....,r- Certified Copy Fee 

~!!~ _ ..... li-'--+--t-~~---Total Paid 

ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

BEAR GRAPHICS, INC. 

fJ0304J 

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

FILED FOR RECu,, 

2011 MAY I 7 Pll L1 : 2 I 

••• • • • • • •• 

-· 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

OPR VOL. 879 PAGE 452 DATE RECORDED 05 / 27/201 1 

DIANNE 0. FLOREZ, COUNTY CLERK 

REEV~~~~~ ' 

By: ~ v ,Deputy 
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Exhibit "B" 

• Al l of Sect ion 23 and Section 26, Block 53, Public School Lands Survey, 

Reeves County, Texas, contain ing 1,282 acres of land, more or less. 
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S 88' 15'45• E 5298 7' 

22 
fnduronce Resources. LLC 23 24 

Proposed Surface Location 

21 22 

Proposed r,rst Toke Point 
Proposed Penetrot on Point 

;,, t;~ Slate Johnny Coah 2J 2H "' Elev 3313' " ~ co 

!gg N 
N i,, .,, 
"' "' ~~~ 8 Block 63 31: 
"' P.S.L. Survey . 0 .... HI Reeves County, .... 31: i,, ·.., 

0 Texas .... 
':' 

ur 
1280 Ca/It'd ... 

0 0 · ... Acr es1e z :' en 
0 

en 

22 23 23 24 
Ind 1· 

iron I O 2 1 22 
Ind 1" 27 26 N 88'04'J9" w 26 25 

901vot1i1~d pip, 5307 o· 
28 27 

io ..... 
..,; 

"' co "' N N 

"' "' 
"' 31: . 

a) co .,, .., · .. 0 
':' 'fl 
0 Proposed Bollom 0 
z Hole location 

"' 8 
Proposed Bottom 
Toke Point 

"' "Stoll!' .Johnny 

27 
IJ37'LL 

Cash 2J" 26 25 Ind I 1/2" 
27 26 iron pipe 

N 88'15 14 w 
34 35 5298 2· 35 36 

34 35 

THE STATE JOHNNY CASH 
PROPOSED 

23-2H IS LOCA TEO APPROXIMATELY 

PROPOSED 
18:1: MILES SOUTHWEST or ORLA. TEXAS 

SURFACE LOCATIO"I 
Ptooe Coordmate CN~P '8.l) 

X • 1, 146, 1 75 16 
Y • 10,558.269 96 

Plano Coocdmotc (NAP ·22> 
.I. 849.713 40 
Y 715,694 '\2 

~C®C\•C Cpord,ngtc (NAO '83) 
lot,tude • 31 'J4 '55 65 • N 

Lon9,lude • 104'01 '42 26" W 

Peo,rno1 Pcgrco INAD '8J} 
Latitude • 31 582125630' N 

Lon9,1ude • 104 028•04233' W 

Gcoac11, Coord1aotc CNAP '27) 
Lot,tude • 31•34·55 19" N 

Long,tude • 104'01'40 55" W 

PccirnRI PCQCCRI (NAO '27) 
Lot,tude • 31 5!11997450' N 

lonq,1ude • 104 027930739' w 

NOTE 

BOTTOM HOLE LOCATION 
Pfgoo Coord,natc (NAO • 8J\ 

X • 1, 145.868.67 
Y • 10,548.205 83 

Pfanc Cgord,no\o (NAO '27\ 
X ,. 849,406.86 
Y • 705.6J0.57 

Geode\,<: Coord,na\a CNAQ '831 
Lclilude • 31'3J'16.00" N 

Longitude ,. 104'01 41 QJ" W 

Decimal Pagccea CNAP '83\ 
lol•lude • 31 554445288' N 

long,tude • 104 028314613' W 

CcQdct,c Coord,nato INAD '27) 
lolilude 31' 3J' 15.54" N 

Lon9iludt • 104'01 '40 23• W 

Poc,maf Pegroc, INAP '27) 
Lot,lude • J 1.554J 16665' N 

Lon9,tude • 104 .027841 448' W 

1) Coord,nolea. Beor,n9a, 0,stoncea ona Areas 111own 
hereon ore Lambert Cr,d ond Conform to the "Texoa 
Coord,note System", Texos Cenvot 2one, North Amer,con 
Datum of 1983. 

2) THIS PL.AT IS PROVIDED fOR RA LROAO COMM SSION 
~·LINC PURPOSES ONLY ANO SHOULD NOT BE 
CONSTRUED AS A BOUNDARY SURVEY 

J) ACREAGE PROVIDED BY (NOURANCE RESOURCES. lJ.C-

2000 

Dolt Su<veytd 8/13/1~ 
~4'athtf 11ti, • Br•ur 

LECENO 
0 - D[NOT[S PIIOPOS£D WELL LOCATIO" 
• DlNOT(S EX<STit;C WClL 
@ OC~OTES rovN:> t,l()N\. 1,1[>/T AS ~01[0 

0 

ENDURANCE 
I RESOURCES, LLC 
Proposed Well LocaUon or lh e: 

STA TE JOHNNY CASH 23 2H 
203' FNL & 1337• FlfL Sec 23 (Surface) 

200' FSL & 1337 ' FWL Sec 26 (Bottom Ao\e) 
SccUon1 23 & 26. Block 53, 
Public School Land i Survey 

Reeve, County, Texu 

O.o•• By 8 Dov, Dote OclolMr t~. 201~ 

Scolo 1 • •2000' 

s .. o110f1 r',t\O Boo-. [nd1.1ronLe 01 11 13 

I \2015\2015-0504\201 ~~04 Stolt JoSnn, Cati, 2J·2H d•Q 
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December 23, 2015 

ENDURANCE 
R ES OURC ES 

Texas General Land Office, Energy Resources 
Attn: Mr. J. Daryl Morgan, CPL 

1700 N. Congress Ave., Suite 840 
Austin, Texas 78701 

Re: Executed Pooling Agreement 
Johnny Cash 23 Unit 
All of Section 23 & Section 26, Block 53, PSL, 

Reeves County, Texas 

Dear Mr. Morgan, 

Please find enclosed two executed Pooling Agreements on behalf of Endurance Resources Holdings II, LLC 
("Endu ranee"), pertaining to the Johnny Cash 23 Unit, covering all of Section 23 & Section 26, Block 53, PSL, Reeves 

County, Texas. I have also included Exhibits A-C. 

If you have any questions or need any additional information, please do not hesitate to contact the undersigned at 

(432) 242-4683 or by email at Jason@enduranceresourcesllc.com 

27? 
~ on South, CPL 

Landman 
Endurance Resources Holdings II, LLC 
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January 4, 20 16 

Mr. Jason outh, CPL 
Endw·ance Resources 
203 West Wall, Suite I 000 
Midland, Texas 79701 

T EXAS G EN ERAL LAN O OFFICE 
GEORGE P. BU S H , COMM ISS IONER 

Re: Pool ing Agreement 
Johnny Cash 23 Unit 
GLO Unit o. 7731 
Reeves County, Texas 

Dear Mr. outh: 

Enclosed is a duplicate original of the above referenced Pooling Agreement that has been 
executed by George P. Bush, Commissioner of the Texas General Land Office ("GLO"). We 
have retained the other original of the Pooling Agreement for our files. Please refer to the 
referenced GLO Unit o. w hen filing Royalty Reports with the GLO. 

Thank you for your assistance with thi s matter, if you have any questions or need 
anything further, please feel free to call. ' 

mc~:ely,7 cf d, ~ 
J. D;f!jn, CPL 7 
Energy Resow·ces Divisipn 
(5 12) 305-9106 

Enclosure 

1700 North Congress Avenue, Austin, Texas 78701 -1 495 
P.O. Box 12873, Austin, Texas 78711-2873 

5 12-463-500 I glo.texas.gov 
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To: 

Property Number: 710005 
Property Name: State J ohnny Cash 23 21-J 
Operator: Endurance Resources LLC 
Coun ty and State: Reeves Co., TX 

Property 
Descri ption: A ll ection 23 & All 26, Block 53, PSL Survey 

Production: ____ Oil _ __,X""""'--Gas _ __,X'""-- -

Date: 5/4/16 
Effective Dute: date of l" production 

Other: - ---- ---

OW ER NUM BER: Owner a me 
A nd Address: COM 1I STO ER TX GE ' ERAL LAND OFFICE 

GLO U IT NO 7731 - ST TX MF 11 3664, I 12451, 112452 
1700 CO 'GRESS A VENUE 
AUSTIN TX 78701- 1495 Type of Interest: O R 

Decimal Interest: 0.234375 

The undersigned certifies the ownership of their decimal interest in production or proceeds as described above payable by 
Endurance Resources LLC (Payor). 

(Company Name) 

Payor shall be notified in writing, of any change in ownership, decimal interest. or payment address. All such changes 
shall be e!Tccti vc the fi rst day of Lhc month following receipt of such not ice. 

Payor is authorized to withhold payment pend ing resolution ofa ti tle di spute or adverse claim asserted regarding the 
interest in production claimed herein by Lhc unders igned. The undersigned agrees to indemni fy and reimburse Payor any 
amount attributable to an interest to which the undersigned is not entitled. 

Payor may accrue proceeds unti l the total amount equals $100.00, or pay December 31" whichever occurs first, or as 
required by applicable state statute. 

This Division Order does not amend any lease or operating agreement between the undersigned and the lessee or operator 
or any other contracts for the purchase of oil or gas. 

In addit ion to the terms and conditions of th is Division Order, the undersigned and Payor may have certain statutory 
rights under lhe laws oflhc state in which the property is located. 

S pec ial Clau ses: 

Owner(s) S ignature(s): 

Owner(s) Tax ID umber(s): 

Owner Daytime Telephone#: 
Owner Email or FAX Telep hone # : 

Federal Law requires you to furnish your Social Security or Taxpayer Identificat ion N umber. 
Failure to comply will result in 28% tax withholding and wi ll not be refundable by Payor. 



August 23, 20 16 

Mary Van Pelt 

T EXAS G EN ERAL LAN D O FFLCE 
GEORGE P. BU H . COMM I SI ON ER 

Division Order Analyst 
Endurnnce Resources, LLC 
15455 N. Dallas Parkway, Suite 1050 
Addison, Texas 75001 

/ 
Re: tate Lease os. MF l 12451 , ,ff l 12452 and MF11 3664 tate Johnny Cash 23 2H 

Dear Mrs. V ru1 Pelt: 

The Texas General Land Office (GLO) has received yom Division Orders for the referenced 
unit. This Division Order has been filed in the appropriate mineral fil es. 

The payment of royalties attributable to state-owned mineral and royalty interests is set by 
contract and applicable statutes and rules. The execution of division orders may in some cases, 
affect the manner in which such payments ru:e made or calculated. Therefo re, Titl e 3 1, 9.32, of 
the Texas Administrative Code specifies that GLO staff cannot execute a divis ion order or bind 
the state to any terms conta ined with in it. 

ubject to applicable state law and the state's ri ght to take its production in-kind, the GLO 
acquiesce to the sale of oi l and gas in accordance with the terms and conditions set out in U1e oil 
and gas leases. If you have questions concerning this matter, please feel free to e-mail me at the 
address below my signatme. 

We look fo rward to being put on pay status as soon as you are able to set up the wells in our 
RRAC system. 

Thank you, 

\JWW'.\\ 
Vivian Hernandez ~ 
Landman, Energy Resources 
512-475-0428 
512-475-1 543 (fax) 
vivian .her~andez@glo.texas.gov 

1700 North Congress Avenue, Austin, Texas 78701 -1 495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo.tcxas.gov 
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File No. /1£- //2 t/5 / I 

Date Filc<l : 'd' / 2-3 ljC,, 

Bv 

George P. Bush, Commissioner ~ 



RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

PERMIT TO DRILL, DEEPE , PLUG BACK, OR RE-ENTER O A REGULAR OR A DM I ISTR.ATIVE EXCEPTION LOCATIO 

PERM IT UMBER 

829039 

API UMBER 

DATE PERM IT ISSUED OR AME DED 

(AMENDED) Aug 25, 2017 

FORM W-1 RECEIVED 

42-389-36178 Aug 18, 2017 

TYPE OF OPERATION 

NEW DRILL 

OPERATOR 

WELL BORE PROFILE(S) 

Horizontal 

DISTRICT 

* 08 

COU TY 

REEVES 

ACRES 

1282 

OTTCE 

ATLANTIC RESOURCES COMPANY, LLC 

PO BOX 3759 

036555 
Thi permit and any allowable as igncd may be 
revoked if payment for fee(s) submi11ed to the 

Commission is not honored. 

MIDLAND, TX 79702-0000 

LEA E AME 
STATE JOHNNY CASH 23 

LOCATION 
33 miles NW direction from PECOS 

Sectio n, Block and/or Survey 

ECTION < 23 OLOCK < 53 

URVEY < PSL/BRYAN, w p 

DISTA CETOSURVEYLI ES 
275 ft. NORTH 630 ft. EAST 

DISTANCE TO LEASE LINES 
275 ft. NORTH 630 ft. EAST 

FIELD(s) and LIM ITATlO S: 

District O ffice Telephone No: 

(432) 684-5581 

WELL UMBER 
6H 

TOTAL DEPTH 
10600 

AB TRACT < 4088 

DISTA CE TO EA REST LEASE LINE 
330 ft. 

DISTANCE TO NEAREST WELL ON LEASE 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

FI ELD NAME ACRE DEPTI I WELL# DI T 
LEA E AME NEARE TLEA E EARE T WE 

FORD, WEST (WOLFCAMP) 

STATE JOHNNY CASH 23 

1282.00 

330 

10,600 6H 08 
3614 

WELLBORE PROFILE(s) FOR FIELD: Horizontal 

RESTRICTIO S: This is a hydrogen sulfide field. Hydrogen Sulf i de Fields with perforations must be 
isolated and tested per State Wide Rule 36 and a Form H-9 filed with the district o ffice. 
Fields with SWR 10 authority to downhole commingle must be isolated and test ed 
individually prior to commingling production. 

Lateral: THl 
Penetration Poin t Location 

Lease Lines : 775 . 0 F NORTH L 
330 . 0 FEAST L 

Terminus Location 
BH County: REEVES 
section: 23 Block : 53 
Survey : PSL/STATE 
Lease Li nes: 2827 . 0 F SOUTH L 

Survey Lines: 
330.0 FEAST L 

244 0.0 F NORTH L 
330.0 FEAST L 

Abstract : 

THE FOLe <:1'ftNG ~TR1CTI9'--..S APPLY TO ALL flELDS 
-. . . .. -· ... 

Data Validation Time Stamp: :A,ig ~ ~201 iw!,8 AM( Cu,~eflt Version) Page 3 of 5 



RAILROAD COMMISSION OF T EXAS 
OJL & GAS DIVJSION 

PERMIT TO DR_ILL, DEEPEN, PLUG BACK, OR RE-ENTER ON A R_EGULAR OR ADMI ISTRATI VE EXCEPTIO LOCATIO 

PERM IT UMBER 

829039 
DATE PERM IT ISSUED OR AME OED 

(AMENDED) Aug 25, 2017 

API UMBER FORM W-1 rtECEIVED 

42-389-36178 Aug 18, 2017 

TYPE OF OPERA T IO WELLBOR_E PROFILE(S) 

Horizonta l NEW DRILL 

OPERATOR 

ATLANTIC RESOURCES COMPANY, LLC 

PO BOX 3759 
MIDLAND, TX 79702-0000 

LEASE AME 
STATE JOHNNY CASH 23 

LOCATION 
33 miles NW direction from PECOS 

Section, Block and/or Survey 

036555 

DISTRICT 

* 08 

COU TY 

REEVES 

ACRES 

1282 

NOTICE 
Thi pem1it and any allowable assigned may be 
revoked if payment for fee(s) submitted to the 

Commission is not honored. 
District O ffice Telephone o: 

(432) 684-5581 

WELL NUMBER 
6H 

TOTAL DEPTH 
10600 

SECTION < 23 13LOCK < 53 AB TRACT < 4088 

URVEY < PSL/BRYAN, w p 

DISTANCE TO SURVEY LINES 

275 ft. NORTH 630 ft . EAST 

DISTANCE TO LEASE LINES 
275 ft. NORTH 630 ft. EAST 

FIELD(s) and LIM ITATIONS: 

DISTANCE TO NEAREST LEASE LI E 
330 ft. 

DISTANCE TO NEAR_EST WELL ON LEASE 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES • 

FI ELD NAME ACRE DEP'IH WELL# DI T 
LEA E NAME EARE T LEA E EARE 1 WE 

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

• ••• •• • • • -. . . •• • •• - .. . .. 
Data Validation Time Stamp: : 1.tg ~ 2011 ~!>8 AM( C~~t Version ) Page4 ofS 



Formation Shall ow 
Top 

FORD-DELA WAR 2 500 
E 
CASTILLE 2,800 

BELL CANYON 4,800 

DELAWARE 2,500 

DELAWARE 6,500 
CONSOLIDATED 
GAS 
CHERRY 3,800 
CANYON 
BONE SPRJNGS 7,500 

PERMlAN 11 ,300 

WOLFCAMP 10,000 

PENNSYLVANlAN 11 ,000 

MJSSISSIPPIAN 10 000 

DEVONLAN 13 600 

FUSSELMAN 14,000 

ELLENBURG ER 15,000 

RAJLROAD COMMlSSJON OF TEXAS 
OIL & GAS DIVISION 

SWR #13 Formation Data 

REEVES (389) County 

Deep Remarks 
Top 

2,500 

2,800 

5,000 

5,700 

6,500 

7,800 

9,800 

11,300 

12,300 

14,900 

16,000 

17,800 

17,800 

20,800 

Geological Effecti ve 
Order Date 

I 12/17/2013 

2 12/17/2013 

3 12/17/2013 

4 12/17/2013 

5 12/ 17/2013 

6 12/ 17/20 13 

7 12/17/2013 

8 12/ 17/2013 

9 12/17/20 13 

10 12/ 17/20 13 

11 12/1 7/2013 

12 12/17/20 13 

13 12/17/20 13 

14 12/1 7/2013 

The above Ii t may not be all inclu ive, and may al o include formations that do not intersect all well bore . Fonnation "TOP" 
information listed reflects an estimated range based on geologic variance aero the county. To clarify, the "Deep Top" is not the 
bottom of the formation; it i the deepe t depth at which the "TOP" of the fonnation has been or might be encountered. Thi i a 
dynamic list subject to updates and revisions. lt i the operator's respon ibility to make sure that at the time of spudding the well the 
most current list is bei ng referenced. Refer to the RRC website at the fo llowing address for the mo t recent information. 
http://www.rrc.texa .gov/oil-gas/compliance-enforcement/ru le-13-geologic-formation-info 

• ••• •• • • • • • • • • • • • • • • •• • • • • •• • • • ••• • ••• • 
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BLOCK 53 
PUBUC SCHOOL 
LAND SURVEY 

REEVES COUNTY. 
TEXAS 
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Lost Toke Point de 
Bot tom Hole Locotlon 

t,282.00 Acres 
·stole Johnny Cosh 2J. 

Ceodot;c (0. 11.S.) 

35 

13 
-6JO' 

JJO 
rirst Toke Point ct 
Per,etrotlon Point 

State Johnny Cash 23 
Acreoae Allocotlon Tobie 

24 
Troe! t - 160.25 Acres 

25 
Troe! 2 - 480. 75 Acres 
Troe! J - 641.00 Acres 

~ lo! - 1 28?.00 Acres 
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25 

36 
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All in Block 53 

Public School land Survey 
Reeves County, Tau 

Scale: I._ 2000' W.O.: 2017-0S20 
• • Surveyed: 07/11/17 Drawn By: SC 
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RAILROAD COMMISSION OF TEXAS 
1701 N. Congress 

P.O. Box 12967 
Austin, Texas 78701-2967 

Status: 

Date: 

GAU No.: 

Version: 

Pymt Trace No: 

GROUND WATER APPLICATION REPORT 

PREPARER INFORMATION 

Issued 

07/25/2017 

176034 

1 

455RM001 Jl92QB6 

Preparer Name: Haylie Urias 

hurias@arcoperating.com 

Phone Number: 432-253-831 2 

E-mail Address : Fax Number: 

FILING INFORMATION 
Reason for Filing: New Drill Expedite: y 

API Number: 

Areal Extent: 

Operator Name: 

Address Line 1: 

Address Line 2: 

State: 

County: 

Lease Name: 

Alternate Well ID: 

NAO: 

Latitude Degrees: 

Latitude Minutes: 

Previous GAU No. for this Well: 

Radius Radius: 200 DP Number: 

OPERA TOR INFORMATION 
ATLANTIC RESOURCES COMPANY, LLC 

PO BOX 3759 

Operator Number: 

TX 

REEVES 

Johnny Cash 23 

27 

City: 

Zip Code: 

WELL IDENTIFICATION INFORMATION 
District: 08 lease ID: 

Well Number: 

GPS COORDINATES INFORMATION 
State Plane Zone: 

Longitude Degrees: 

Longitude Minutes: 

Latitude Seconds: Longitude Seconds: 

036555 

MIDLAND 

79702 

280225 

6H 

Decimal Degrees l atitude: 31 .582049 Decimal Degrees longitude: -104.016748 

State Plane X-Coord inate: 

Survey Name: 

Block: 

Tract: 

Labor : 

Reference Line: 

First Distance: 

PSL 

53 

Second Distance: 

Section 

275 

480 

Elevation: 3293 

Total Vertical Depth: 10500 

State Plane Y-Coordinate: 

SURVEY INFORMATION 
Abstract Number: 

Township: 

lot: 

Porcion : 

REFERENCE LINES INFORMATION 

Firs t Direction : 

Second Direction: 

ADDITIONAL INFORMATION 

Section: 

league: 

Share: 

North 

East 

Formation at Total Vertical Depth: Wolfcamp 

Remarks: 

• . ... •• ~ w • • • • ~ • • . ' .. • • ... • • • • •• • • • 

3972 

23 
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Febmaiy 5, 2018 

Mr. Douglas Prieto 

TEXAS GENERAL LAND OFFI CE 
GEORGE P. BUSH, COMMLSSIONER 

CERTIFIED MAIL: 7016 2070 0000 7391 9875 

Chief .Commercial Officer 
Atlantic Resources Company 
300 North Marien£eld, Suite 1000 
Midland, TX 79701 

RE: Request to Surface Commingle Oil and Gas Production from wells Armstrong State #1, GS 

State # 1, Robe1ts State #1, Brackenridge State 57-44 # 1, HaiTison State 56-37 #1, and Harrison 
State 56-38 #3ST in Conjunction with Railroad Commission of Texas Commingling Permit 

(Unavailable) in Reeves County, Texas 

Dear Mr. Prieto 

The Texas General Land Office (GLO) has received notification by letter on November 28, 2017 
of your intent to surface commingle oil and gas production from the above wells. GLO staff 

have performed an administrative and technical review of your request. 

Based on yom failure to file an application as ofFeb111ai-y 5, 2018, permission to swface· 

commingle the above leases is hereby denied. 

1700 North Congress Avenue, Austin, T exas 78 701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-5001 glo.texas.gov 



Mr. Douglas Prieto 
February 5, 2018 
Page #2 

Please be advised that GLO is providing a copy of this letter to the Railroad Commission of 

Texas and that any commingling permit granted by them for Exception to Statewide Rules 

(SWR) 26 and/or 27 associated with the above leases may be subject to forfeiture. Furthermore, 

any sur{ace commingling that occurs on the above leases in the absence of GLO permission 

represents a breach of your State leases, and may make the leases subject to forfeiture as well. 

If you have further questions, please feel free to contact me at tom.ortiz@glo.texas.gov or 512-

463-5296. 

Sincerely 

Thomas Manuel Ortiz, Ph.D. , P.E. 

Petroleum Engineer 

TMO/tmo 

cc: Dale Sump, Director of Minerals Audit 

Darlene Williams, Railroad Commission of Texas 



• J 
,, 

February 2, 2018 

Mr. Douglas Prieto 

Vice President 

TEXAS GcNERAL LAND 0 FF1 CE 
GEORGE P. 13USH , COMM LSS!ONER 

CERTIFIED MAIL: 7016 2070 0000 7391 9868 

Atlantic Resources Company 
300 North Marienfield; Suite 1000 
Midland, TX 79701 

RE: Request to Surface Commingle Oil and Gas Production from State Mineral Leases 
MF112682; MF112396, MF ! 11869, MFll 7754, MFll 7755, MFll 7756, MFl 17757, 
N1F1 17758,MF1 12451,MF1 12452, 1VfF113664,MF115616,MF1 16656,MF118155, 
MFl 17612, MFl 14473, and MFl 16869 (Muddy Waters 30 2H, BB King 32H, Gateway 22 2H, 
Orbison28 Unit, Johnny Cash 23 Un.it, Gateway 38 2H, State Dagger 37-48 Unit, State-Clark 
38-47 Unit, State Gateway 37-48 Unit, State Pedro 9) in Conjunction with Railroad Commission 
of Texas Commingling Permit (Unavailable) in Reeves County, Texas 

Dear Mr. Prieto 

The Texas General Land Office (GLO) has received notification by letter on November 28, 2017 
ofyom intent to surface commingle oil and gas production from State Mineral Leases 
MF112682,MF112396,MF111869, MF117754, MF117755,MF117756,MF117757, 
MF1 17758,1vfF1 12451,MF112452, MF113664,MF115616,MF116656,MF118155, 
MF11761-2, MFl 14473, and M.Fl 16869 (Muddy Waters 30 2H, BB King 32H, Gateway 22 2H, 
Orbison 28 Unit, Johnny Cash 23 Unit, Gateway 38 2H, State Dagger 37-48 Unit, State Clark 
38-47 Unit, State Gateway 37-48 Unit, State Pedro 9), and to utilize gas lift with off-lease gas on 

the same State Mineral Leases. GLO staff have performed an administrative and technical 

review of your request. 

1700 North Congress Avenue, Austin, Texas 78701-1495 
· P.O. Box 12873, Austin, Texas 78711-2873 

512-463-5001 glo.texas.gov 



•, Mr. Douglas Prieto 
February 2, 2018 
Page #2 

Based on your failure to fi le an application as of February 2, 2018, permission to surface 
commingle the above leases is hereby denied. 

Please be advised that GLO is providing a copy of this Jetter to the Railroad Commission of 
Texas and that any commingling permit granted by them for Exception to Statewide Rules 
(S\VR) 26 and/or 27 associated with the above leases may be subject to forfeiture. Furthermore, 
any surface commingling that occurs on the above leases in the absence of GLO permission 

represents a breach of yous State leases, and may make the leases subject to forfeiture as well. 

If you have further questions, please feel .free to contact me at tom.ortiz@glo.texas.gov or 512-
463-5296. 

Sincerely 

Thomas Manuel Ortiz, Ph.D., P.E. 
Petroleum Engineer 

TMO/trno 

cc: Dale Sump, Di.rector of Minerals Audit 

Darlene Williams, Railroad Commission of Texas 
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May 22, 2018 

Mr. Douglas Prieto 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH , COMMIS IONER 

CERTIFIED MAIL: 70 11 1150 0001 2420 5547 

Chief Commercial Officer 

Atlantic Resomces Company, LLC 

300 North Marienfield, Suite 1000 

Midland, TX 7970 1 

RE: Application lo Smface Conm1ingle Oil and Gas Production from State Mineral Leases 

MF! 1245 1, MFl 12452, MF l 13664, .tvIF112682, MFl 18838, MFl 17754, MFl 17755, 

MF1 17756, MF117757, MF117758,MF112396,MF1 11869, MF114473,MF 11 6893, 

MFl 176 12, MF115616, MF116656, and MF l 18155 (Orbison 28 Unit, BB King 32 2H, State 

Clark 38-47 U11it, State Dagger 37-48 Unit, State Gateway 22 2H, State Gateway 37-48 #3H 

Unit, tate Gateway 38 #2H, Johnny Cash 23 Unit, State Muddy Waters 30 2H) in Conjunction 

with Railroad Commission of Texas Commingling Permit /A in Reeves County, Texas 

Dear Mr. Prieto 

The Texas General Land Office (GLO) received your application, dated March 2, 201 8 as 

revised on May 4, 20 18, to surface commingle oil and gas production from and to utilize gas lift 

wilh off- lease gas on the above State Mineral Leases. GLO staff have performed an 

administrative and technica l review of your application. 

On the condition that Atlantic Resources Company, LLC first satisfies all of the requirements set 

out in # 1 - #15 on p. l - 3 of this Jetter, then, in that event, the application is approved. 

1. Per 3 1 Texas Administrntive Code (TAC) §9.35(a)(2), al l fluids produced from the wells 

to be commingled must Dow "tlu-ough oil and gas separators of ample capacity and in 

good working order .. . before sale or surface commingling with production from any other 

lease and/or pooled unit" . Gross production shall be measmed by single-phase oil , gas, 

and water meters installed at the separator outlets prior to sa le or surface commingling. 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-5001 glo.texas.gov 



M r. Douglas Priet o 
May 22, 2018 
Page #2 

2. Per 31 TAC §9.35(a)(2), you are required to conduct aJJ measurement " in accordance 

with the American Gas Association (AGA) standards and al l applicable chapters of the 

American Petroleum Institute (API) Manual of Petro leum Measurement Standards 

(MPMS)". Measurement shaJl be conducted, per those standards for both the quantity 
and quality of all fl uid streams. 

3. Sampling freq uency shall be equal to or greater than the recommendation in MPMS 20. 1 

§ 1.11.3, as required for accm ate allocation. Samples shall be taken at the outlets of each 

first separator stage, at each gas lift supply and distribution meter, and at all points of 

custody transfer. Industry standard laboratory analysis shall be performed on each 

sample, with sampl ing and analysis performed in comp liance with MPMS 8. 1, 8.2, 9.1, 
14.1 and any other applicable chapters. 

4. Meter proving, testing and cal ibration plans as required per MPMS 20.2 §5, §6.5.1, 

§7.5. l and §7.5.3 shall be made available to GLO staff fo r inspection upon request. 

5. All lease oi l and gas production royalties shall be due based upon the terms in your lease, 

and royalty payments shall be made per 3 1 TAC §9.51 . Note that roya lty is also due on 

all non-sales hydrocarbon di spositions (e .. g. flare, fuel, instrument, lift, and vent gas) . 

6. Processed gas aJJocation factors shall be calculated on a mass (molecular) balance basis, 

i. e. each processed gas component shall be allocated individually in accordance with the 

requirements in MPMS 20.1 §1.15.3. on-processed gas allocation factors shall be 
calculated on an energy balance basis. 

7. You sha ll retain, for lease audit purposes, all meter and test records, vo.l ume 

statements/report s, oil and gas sample/stream analysis reports, shrinkage/flash calculation 

reports, and any other docw11ents within the scope of this comm ingling approval for a 

period of at least seven (7) years after creation of each document. 

8. You shall obtain permission from GLO before making any l:ha.nges to the Dow process or 

metering scheme, adding leases or wells to the list of those being commingled, or making 

any other material change to the commingling application as approved by this letter. 

9. You shall obtai n approval of yo ur pending surface commingling permit application from 

the Railroad Commission of Texas, if applicable, and provide GLO with a copy within 

ten days of its approva l. 

10. You shall calculate all allocation factors on a proportional bas is, i.e. gross (metered) lease 

production divided by gross (metered) commingled prod uction. You shal l not allocate by 

difference. The term production as used in this condition shal I be defined as appropriate 

(i.e. volume, mass, energy) fo r each allocated phase (e.g. see Condition 6). 



Mr. Douglas Pri eto 

May 22, 2018 
Page /:13 

11. You shall continuously meter the gas lift supply to each well and the gas that passes 

through any other gas lift supply and distribution meter. 

l 2. You shall account for the presence of any lift and/or buyback gas that is produced along 

with in s itu reservoir gas at the a llocation meters when calculating gas allocation factors: 

this accounting shal l be by mass ba lance (processed gas components) and by energy 

balance (non-processed gas) as appropriate (see also Condition 6). 

13. You shall samp le and analyze, in the manner specified by Condition 3, the flare on each 

lease for which gas is not being sold through the allocation meter tmti l such time as 

sufficient gas is being so ld through the allocation meter to al low sampling at that 

location. At that time, the allocation meter analysis may be used for the flare . 

14. You shall al locate and pay royalty on hydrocarbon liquids collected at the Lowe 

Compressor tation ("Lowe liquids") as oil. 

15. You shall allocate all buyback, fuel and lift gas in the manner specified by Condition 6. 

Siu-ink sha ll be subtracted from gross energy content before computing residue allocation 

factors . Total residue to be allocated sha.11 be the quantity reported on the processing 

plant settlement statement. Buyback allocation facto rs shall be determined using the 

quantities and analyses measured at the individual lease meters. 

Please be advised that you have an ongoing obligation to maintain compliance with these 

standaJds and conditions. GLO staff will verify compliance during periodic financial aud its, 

which will include, but are not limited to, independent allocation verification stud ies. GLO 

reserves the right to validate or question your measurement and detailed allocation methodology 
based on our own analysis. 

If you have fl.nt her questions, please feel free to contact me at tom.ortiz@glo.texas.gov or 512-
463-5296. 

Sincerely . 

~Y'!\__. ~ 
Thomas Manuel Ortiz, Ph.D. , P .E. 

Petroleum Engineer 

TMO/trno 

cc: Dale Sump, Director of Minerals Audit 
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August 28, 2019 

Mr. Travis Hutt 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH, COMMISSION ER 

Atlantic Resources Company, Inc. 
300 N. Marienfeld, Suite 1000 
Midland, Texas 79701 

Re: Amendment of Pooling Agreement 
Johnny Cash 23 Unit 
GLO Unit No. 7731 
Reeves County, Texas 

Dear Mr. Hutt: 

Enclosed is a duplicate original of the above referenced Amendment of Pooling 
Agreement that has been executed by George P. Bush, Commissioner of the Texas General Land 
Office ("GLO"). We have retained the other original of the Amendment Agreement for our files. 
Please refer to the referenced GLO Unit No. when filing Royalty Reports with the GLO. 

Thank you for your assistance with this matter, if you have any questions or need 
anything further, please feel free to call. 

S.i i 
J. Morgan, CPL 
Energy Resources Divisi n 
(512) 305-9106 

Enclosure 

1700 orth Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo. texas.gov 
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Unit Number 

Operator N ame 

Customer ID 

Unit N ame 

County 1 

County 2 

County 3 

County 4 

Unit type 

DO NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

UPA159005 

7731 

Endurance R esources LLC Effective Date 

Unitized For 

Unit Term 

C000088611 

Johnny Cash 23 Unit 

12/01/2015 

Oil And Gas 

Reeves RRC District 1 08 Old Unit Number Inactive Status Date 
RRC District 2 

RRC District 3 

RRC District 4 

Permanent 

State Net R evenue i nterest Oil 0.23437500 

State Part in Unit 1.00000000 

Unit Depth 

From Depth 

To Depth 

Specified Depths 

Lease N umber Tract Lease Acres 
No in Unit 

MF11 2451 480.750000 

MF11 2452 2 641 .000000 

MF11 3664 3 160.250000 

Well 

Formation Top of Wolfcamp to Base of Wolfcamp 

Participation Basis Surface Acreage 

If Exc/11io11s Apply : S ee Rem arks 

Total Unit Tract Lease Royalty 
Acres Participation 0 /G 

1,282.000000 0.37500000 0/G 0.25000000 

1,282.000000 0.50000000 0/G 0.25000000 

1,282.000000 0 .12500000 0/G 0.1 2500000 

NRJ of Lease Royalty Rate 
in Unit Reduction 

Clause 

0.09375000 No 

0.12500000 No 

0.01 562500 No 



~ 

APJ N umber 

4238935064, 42389361 78 

Remarks: 

Prepared By: 

GLO Base Updated By: 

RAM Approval By: 

GIS By: 

Well Inventory By : 

,/2019 7:50:57 AM 

~12 

~) 

Prepared Date: ~~ffl GLO Base Date: 

RAM Approval Date: 

GIS Date: 

WI Date: aci, li lzai9 
\ ' 
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To: 

Date of Board 
Meeting: 

Effective Date: 

Unit Expiration Date: 

Applicant: 

Attorney Rep: 

Operator: 

Unit Name: 

Field Name: 

Pooling Committee Report 

School Land Board 

06/18/2019 

12/01/2015 

Atlantic Resources Company, LLC 

Atlantic Resources Company, LLC, 

Johnny Cash 23 Unit 

FORD, WEST (WOLFCAMP) 

County: Reeves 

Lease Lease 
TuM Number 

RAL MF113664 

U Fee MF112451 

U Fee MF11 2452 

Private Acres: 

State Acres: 

Total Unit Acres: 

Unit Type: 

Permanent 

Term: 

6/5/2019 7:57:04 AM 

Lease Expiration 
Royalty Date 

0. 12500000 08/26/2016 

0.25000000 04/05/2016 

0.25000000 04/05/2016 

0.000000 

1282.000000 

1282.000000 

Unitized for: 

Oil And 
Gas 

Lease Lease 
Term Acres 

5 years 160.000000 

5 years 480.700000 

5 years 641.000000 

Participation Basis: 

Surface Acreage 

State Acreage: 

State Net Revenue Interest: 

RRC Rules: 

Yes 

UPA159005 

UPA159005 

Unit Number: 7731 

Lease Acres Royalty 
In Unit Participation 

160.250000 0.01562500 

480.750000 0.09375000 

641.000000 0.12500000 

Surface 
Acreage 

100.00% 

23.44% 

Spacing Acres: 

1,830 acres for a 10,069 foot 
lateral (FTP to L TP). 

1 of 1 



Working File Number: UPA159005 

REMARKS: 

Atlantic Resources Company, LLC is requesting to amend the drilling commitment dates for 
the Johnny Cash 23 Unit which was aprroved by the School Land Board on December 1, 
2015. 

Under the current agreement the second unit well must be spud by or before August 26, 2019 
and the third and fourth wells in accordance with 180 day continuous development terms of 
lease MF113664. 

The applicant is requesting that the drilling obligation be amended to have three remaining unit 
well be spud by or before June 26, 2020 or the unit will reduce in size. 

The applicant also agrees that the lateral length of the three remaining unit wells be at least 
9,800 feet in length or the unit will reduce in size based on the lateral length times 0.032 
acreage formula. 

POOLING COMMITTEE RECOMMENDATION: 

The Pooling Committee recomends Board approval of the amended Johnny Cash 23 Unit 
under the above-stated provisions. 

bW 
Mark Steinbach - Office of the Attorney General Date 

Robert Hatter - General Land Office Date 

~-
G?a'c,e Bennett - Office of the Governor 

[p/1(212/Cf 
Date 

6/5/2019 7:58:31 AM UPA159005 1 of 1 
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A''lEl\DMEl\T OF POOLIJ'\"G AGREEMEl\T 
E:\"DURANCE RESO RCES HOLD li GS II, LLC 

JOH 'NY CASH 23 UNIT 
G LO U ' IT NO. 7731 

REEVES COUl\TY, TEXAS 

WI IE REAS, on December I, 20 15, the Johnny Cash 23 Unit (·'Unit") was presented to and approved by the School Land Board of the 
State of Texas pursuant to the provisions of Subchapter E. Chapter 52. of the Texas Natural Resources Code; and 

WHEREAS, pursuant to such approval, Endurance Resources 1-!oldings II. LLC and the Commissioner of the General Land Office of 
the State of Texas entered into that certain Pooling Agreement ("Agreement") to pool certain State lands into the 1,282-acre Unit in Reeves County, 
Texas, as more particularly cl..:scribed in said Agreement on file in the Archives and Records of the Texas General Land Office, Austin, Texas, in 
Mineral File No. M- 112451 ; and 

WI IER.EAS, Atlantic Resources Company, LLC is the current operator of the Unit; and 

WHEREAS, on June 18, 2019, Atlantic Resources Company, LLC made application and the School Land Board approved its 
application to amend Addendum "A" to the Agreement; and 

Wl IEREAS, the Commissioner of the General Land Office finds that amending said Agreement as approved by the School Land Board 
is in the best interest of the State of Texas: 

NOW THEREFORE, in consideration of the premises and of the mutual agreements contained in the Agreement, it is agreed that the 
Agreement is amended by deleting Addendum "A" to the Agreement in its entirety and substituting the attached Addendum "A". 

Nothing in this Amendment, nor the approval of this Amendment by the School Land Board, nor the execution of this Amendment by 
the Commissioner shall: ( I) operate as a ratification or rcvivor of any State lease that has expired, terminated, or has been released in whole or in 
part or terminated under the terms of such State lease or the laws applicable thereto; (2) constitute a waiver or release of any claim for money, oil, 
gas or other hydrocarbons. or other thing due to the State by reason of the existence or failure of such lease; (3) constitute a waiver or release of any 
claim by the State that such lease is void or voidable for any reason, including, without limitation, violations of the laws of the State with respect to 
such lease or fai lure of consideration; or (4) constitute a confirmation or recognition of any boundary or acreage of any tract or parcel of land in 
which the State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the State with respect to any 
violation ofa statute, regulation, or any of the common laws of this State. or any breach of any contract, duty, or other obligation owed to the State. 

This Amendment of Pooling Agreement may be executed in counterparts and, if so executed, shall be valid, binding and have the same 
efTect as if all the parties hereto actually joined in and executed one and the same document. For recording purposes and in the event counterparts 
o f this Amendment of Pooling Agreement arc executed, the executed pages, together with the pages necessary to show acknowledgments, may be 
combined with the other pages of this Amendment of Pooling Agreement so as to form what shall be deemed and treated as a s ingle original 
instrument showing execution by all parties thereto. 

IN WITNESS WHEREOF, the parties hereto have executed th is Amendment o f Pooling Agreement upon the respective dates indicated 
below but effective a of December I, 2015. 

Legal JJl 
Content !.il;Q_ 
Geology lifn,.L_ _ 
Executive ~ 

f);l 
STATrnFTEXAS 9 
n,L- . 

G-c-o-rg_e_P ___ B_u_s~h-, _C_o_n-1,-n-is-s,...io_n_e_r ----

General Land Office 

CERTIFICATE 

I. Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a meeting of the School Land Board duly 
held on the 181h day of June, 20 19, the foregoing instrument was presented to and approved by said Board under the provisions of Subchapter E, 
Chapter 52, of the 1atural Resources Code, all of which is set forth in the Minutes of the Board of which I am custodian. 



Date Executed 7/z¢4 . 

ST A TE 01' TEXAS 

couNTY or- ~ PNd.a 

ATLANTIC RESOURCES COMPA1 Y, LLC 

Its: -------- ------ --- -

This instrument was acknowledged before me on::::r:.P,,. ,2..2- , 2019, by ~A~ J }du._;f;f 
as \k c.e- P-&?< &lJ -lr;J ~ &.o,,,!M £).glJ<i,~ of Atlantic Resources Company, LLC, a £J QJ,c l<.J .c......g__ 

limited liabil ity company on behalf of said company. 

MARv QUINF.NA 
My Notary ID r, 4103302 
Expires January 9. 2021 



Date Executed O] /z.~} /4 
I I 

STATEOF EWYORK § 

s 
COUNTY OF . EW YORK § 

This instrument was acknowledged before me on 

NORTII REEVES DEVELOPMENT LLC 
By: Midtown Acquisitions GP LLC. its Manager 

.:5-,J~ z.y . 20 19. by fJ\orrao B/o,uc"'1el I 
d 

of Midtown Acquisitions GP LLC. a J)e)qwql'L As A,db<:>r",n-6 S,~r'ito<J 
_ \,_,_'l.,_,_ffi.,_.;\,._,-t.,.e.._~.,__ ...... J _...,1 n ... b.._..,_r .... / .,_1+:,_7-+------- company on behalf of said company. 



Addendum "A" 

To that certain Pooling Agreement for the State Johnny Cash 23 Unit 

The parties hereby agree that should a conflict exist between this Addendum and the 

body of the agreement that this Addendum shall prevail. 

The pooled unit shall consist of all of the lands herein described in the attached Exhibit "B" and 
depicted in the attached plat as Exhibit "C". Lessee, in addition to the State Johnny Cash 23 2H 
(API: 42-389-35064) (the "Existing Horizontal Well"), agrees to drill a minimum of three (3) 
additional horizontal wells within the unit, provided however that, should Lessee fail to meet the 
"Dri lling Obligation Timeframe", as specifically defined below, then such unit shall remain in full 
fo rce and effect as to any and all wells drilled upon the unit acreage, but shall shrink down to allow 
for a maximum size of 320 acres per well drilled in the unit, as close as is reasonably practicable 
to the shape of a rectangle surrounding the wel l or wells. Furthermore, within six (6) months 
fo llowing the first production date of the last well drilled under the Drilling Obligation Timeframe 
below, this pooled unit shall terminate as to all of the lands EXCEPT 240 acres surrounding the 
Existing Horizontal We ll p lus the amount of acreage calculated when the total measured feet of 
the lateral portion of all additional horizontal wells drilled in the pooled unit is multiplied with 
.032, rounded up to the nearest whole number divisible by 20. As an example, should Lessee, 
within six (6) months fo llowing the first production date of the last well drilled under the Drilling 
Obligation Timeline below, have drilled three (3) additional horizontal wells located in the pooled 
unit with horizontal laterals that extend 7,500 feet each, the pooled unit shall remain active as to 
960 acres and Lessee sha ll be required to release the difference in the current pooled unit size, as 
described on Exhibit "B" and depicted in Exhibit "C", and the new unit size as calculated above. 
In the event that Lessee chooses to drill wells ahead of the Drilling Obligation Timeframe detailed 
below, then Lessee shall not be penalized for doing so and shall still conserve the benefit of the 
Dri lling Obligation Timeframe described below. 

Drilling Obligation Timeframe: 

Lessee shall have commenced actual Dri lling Operations in the following manner: 

Second, Third and Fourth wells - spud on or before June 26, 2020 

Once actua l drilling operations have been commenced on a particular well, Lessee shall 

continue drilling and completion operations thereafter on such well with due diligence, as 

a reasonably prudent operator would under the same or similar circumstances. In an effort 

to prevent physical and economic waste, subject to the terms and provisions of the Leases, and rules 

and regulations of the Texas Railroad Commission or any other applicable regulatory agency, 

Lessee shall make every effort to drill each horizontal well with the longest productive lateral, so 

long as the longest productive lateral is feasible geologically and a reasonable prudent operator 

would drill the same in such situation, within the boundaries of the Unit. 

End of Addendum "A" 
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Date Filed: -------,t-----1--+----­

George P. Bush, Co~ioner 
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. TRA.v,s HUTT 
Vice President of Land and Business Development 

3oo North Marienfeld 
Suite 1000 

Midland, Texas 79701 
PO Box 3759 

Mid/and, Texas 79702 

0 432.683.3272 
D 432.253.8330 
M 214.532.8889 

h tt@arcop erating.com 
t u . m 
www.arcoperat rng .co 
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Certified Mail Provides: 
■ A mailing receipt 
■ A unique identifier for your ma1lp1ece 
• A recon.l of delivery kept by the Postal Service for two years 

Important Reminders: 
■ Certified Mail may ONLY be combined with First-Class Mail® or Priority Mail®-
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delivery. To oblain Return Receipt service, please complete and attach a Return 
Receipt (PS Form 3811) to the article and add applicable postage to cover the 
fee. Endorse mailpiece 'Return Receipt Requested'. To receive a fee waiver for 
a duplicate return receipt, a USPS@ postmark on your Certified Mail receipt 1s 
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Travis llutt 

T EXAS G ENERAL LAND OFFICE 
G EO RG E P. BU SH , COMM I SSI O N ER 

August 22, 20 19 

Certified USPS # 70 11 11 50 0001 2420 71 14 

Atlantic Resources Company, LLC 
300 North Marienfeld, Suite 1000 
Midland, TX 79701 

Re: Partial Release of State Lease No. MF 11 245 1 
State Johnny Cash 23 Well No. 2H / APT No. 42-389-35064 / RRC Lease No. 08-280225 
S/2 & E/4 of Section 23, Block 53, Public School Lands Survey, Reeves County, Texas, 
containing approximately 480.7 acres 

Mr. Hutt: 

The Texas General Land Office (GLO) has completed a review of the above captioned State Lease 
of which Atlantic Resources Company, LLC is the current listed operator. The review of our 
internal records ind icated that the GLO has not received a Partial Release as required under the 
Retained Acreage Clause located in Paragraph No. 7 of the above referenced State Lease. 

In accordance with Paragraph o. 7(8 ) of the State Lease dated April 5, 2011 , it appears the above 
referenced State Lease terminated as to all depths lying below 9,693' subsurface, being 100' below 
the tota l depth drilled in the State Johnny Cash 23 Well No. 2H (API No. 42-389-35064), said well 
being the deepest well drilled, as reflected in the Haliburton Energy Services, Inc. (AKA Sperry 
Drill ing Services) survey dated February 13, 2016. 

Please provide the GLO with a Partial Release of the above referenced State Lease as to the 
terminated depths as required under Paragraph No. 7, effective as of the date of said tem1ination. 
Additionally, Title 31. §9.92, of the Texas Administrative Code requires that a recorded original 
or ce11ifted copy of the Partial Release, along with a fil ing fee of twenty-five do llars ($25 .00) for 
each State Lease affected by said Pmtia l Release, is to be filed with our office. 

Should you disagree with this assessment please provide evidence to the GLO at the address shown 
below within thirty (30) days of receipt of this letter. If you have questions concerning this matter, 
please feel free to e-mail me at the address below my signature. 

Brian Gray · · 
Energy Resources 
512-463-5 118 
brian.gray@glo.texas.gov 

1700 orth Congress Avenue. Austin. Texas 7870 1-1 495 
P.O. Box 12873. Austin. Texas 7871 1-2873 

512-463-500 I glo.texas.gov 
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OSBORN , MARSLAND & HAR GROVE 
ATTORNEYS AT LAW 

WILL IAM S . OSBORN 

ANA MARIA MARSLAND 

ROBERT G, HARGROVE 

Mr. Ken Mills 
Texas General Land Office 
P.O. Box 12873 
Austin, Texas 78711 -2873 

515 CONGRESS AVEN U E, SUITE 2 4 50 

AUST IN , TEXAS 78701 

( 5 12 ) 476-3529 

FACSI MILE: 

(5 12) 4 76-8310 

September 12, 2019 

Via First Class Mail and via Email 

E LMER F. PATMAN 

(1 907-19B7) 

PHI L IP F' . PATMAN 

( 1937-2005) 

RE: State of Texas Lease Nos. MF 113664, MF 11 2451 , and MF 112452; Johnny 
Cash 23 Unit (GLO Pooled Unit 7731), Reeves County, Texas 

Dear Mr. Mills : 

I represent Victerra Energy f/k/a Atlantic Resources Company, LLC ("Victerra"). On 
August 22, 2019, Brian Gray wrote to Victerra, on behalf of the Texas General Land Office 
("GLO"), asserting that the above-referenced Leases have partially terminated and requesting 
partial releases of certain depths related to the Leases. Please accept this letter as Victerra's 
evidence and argmnent that the leases have not partially terminated. See 31 TEX. ADMIN. CODE 
§9.94(b). Resp ectfully, Victerra declines to provide the Partial Releases requested in the GLO's 
letters. 

The Leases themselves were executed in favor of Victerra's predecessor-in-interest in 
April, 2011. They each have a five-year primary term, which would have ended in April, 201 6. 
The Leases contain the standard GLO retained acreage clause of that era. 

Effective December 1, 2015, the GLO agreed to pool the Leases, creating the Johnny Cash 
23 Unit, GLO Unit No. 7731. A true and correct copy of the Pooling Agreement is attached as 
Exhibit A to this letter. The Pooling Agreement pooled the Leases, creating a unit that consisted 
of Sections 23 and 26, Block 53, PSL Survey, Reeves County, Texas, containing 1,282 acres (more 
or less). Pooling was effective as to the entire Wolfcamp formation. 

The Pooling Agreement contains an Addendum "A," which contains certain negotiated 
terms in addition to the standard terms from the GLO's form pooling agreement. The provisions 
of Addendum A prevail in the event of a conflict between them and any other terms in either the 
Pooling Agreement or the Leases. See Pooling Agreement, 19. 



Mr. Ken M ills 
September 12, 2019 
Page 2 

Addendum A to the Pooling Agreement modifies the Leases and the Pooling Agreement 
in important ways. It is a provision commonly referred to as a continuous development clause. It 
provides a schedule whereby each well must be spud. The first well was due to be spud on 
February 15, 2016, the second on August 26, 2019, and wells 3 and 4 each 180 days later. It also 
sets out that each well can retain only 320 acres, accomplished by reducing the size of the Unit in 
the event the drilling schedule is not met. In other words, it both modifies the terms of the vertical 
retained acreage clause (in a manner favorable to tbe GLO) and delays the date on which the 
retained acreage clause triggers. 

On January 19, 2016, the State Johnny Cash 23 Well No. 2H was spud (API No. 389-
35064). It first produced on February 11, 2016, and it has consistently produced since then. 
Consistent with Railroad Commission special field rules for the Ford, West (Wolfcamp) Field, into 
which the well was completed, 1,282 acres were assigned to this well for proration purposes. 
Under the Leases, this single well could have therefore held 1,282 acres at the end of the pi·imary 
term. 

On June 18, 2019, Victerra applied for an amendment to the Pooling Agreement, which 
the School Land Board approved. The amendment changed the manner in which the acreage 
retention would work (by adding a formula based on well bore length, a further modification to the 
GLO's benefit) and changed the dates by which the remaining three wells must be spud. 

On August 22, 2019, Mr. Gray sent the letters referenced above, asserting that the leases 
have terminated as to all depths below 100' below the depth driJled in the State Johnny Cash 23 
Well No. 2H. The GLO's assertion in this regard was based on the horizontal retained acreage 
clause found in each of the Leases (if7(B) of MF 112451 and MF 112452, and ~16(B) of MF 
113664). 

Victerra docs not agree that the Leases have terminated as to any depths. First and 
foremost, it is Victerra's position that the Leases' horizontal retained acreage clause has been 
modified by the Pooling Agreement's definition of lmitized interval, which includes the entire 
Wolfcamp formation. See Albert v. Dunlap Exploration, Inc., 457 S.W.3d 554, 563 (Tex. App. -­
Eastland 2015, pet. denied). 1 

But even viewing the issue in what we believe is the light most favorable to the GLO, we 
still do not believe the horizontal retained acreage clause can even arguably apply until after the 
end of the Drilling Obligation Timefrarne set out in Addendum A to the Pooling Agreement (as 
amended). The Drilling Obligation Timeframe changed the date on which the retained acreage 
clause applied. 

Absent the Pooling Agreement's Addendum A, the Leases' vertical and horizontal retained 
acreage clauses would have triggered two years after the end of the primary term, since a well was 

1 This is the argument made by BHP against Double Eagle in Cause No. 18-04-904 in the 143rd Judicial District Court 
of Loving County, Texas (the same judicial district that includes Reeves County), in a case interpreting the GLO form 
pooling agreement. In that case, Judge Swanson granted BHP's Motion for Summary .Judgment, ruling that the depth 
provision in the pooling agreement modified the horizontal reta ined acreage clause in the underlying leases. 



Mr. Ken Mills 
September 12, 2019 
Page 3 

drill ed that perpetuated the Leases beyond the primary term. This two year "development" period 
was extended by Addendum A to the Pooling Agreement. In exchange for Victerra agreeing to 
drill three wells more than would otherwise be required by the Leases,2 the GLO agreed to extend 
the time period by which those wells must be drilled. 

As the Texas Supreme Court has recently explained, a continuous development clause, like 
the Pooling Agreement's Addendum A, extends the date on which a retained acreage clause 
triggers, so long as the continuous drilling obligation is complied with: 

Continuous-development clauses often work in tandem with other clauses, 
including retained-acreage clauses. While a habendmn clause generally extends 
the entire lease so long as some production is occurring on the lease, and a 
continuous-development clause further extends the entire lease so long as the 
operator remains engaged in the required development efforts, a retained-acreage 
clause typically divides the leased acreage such that production or development will 
preserve the lease only as to a specified portion of the leased acreage. 

Endeavor Energy Resources, LP. v. Discovery Operating, Inc., 554 S.W.3d 586, 597-98 (Tex. 
2018). The clauses are companions and, working together, benefit both lessors and lessees: they 
allow time for full development, but do not allow retention of that which is not developed. Id. 
Lessors and lessees can agree in advance how much development is required, and by when, and 
what the development will earn, just as the GLO and Victerra did here. 

A leading treatise on oil and gas law, Williams & Meyers, has also recently explained the 
timing component at play here: 

It is becoming increasingly cornmon for leases to include a combination of a 
continuous operations clause and a retained acreage clause. Where such clauses 
are combined in a lease, the lease will typically not terminate as to the undrilled 
acreage until such time as the lessee has failed to comply with the continuous 
operations clause even if that date is well into the secondary term. 

Patrick H. Martin and Bruce M. Kramer, Will iams & Meyers, Oil & Gas Law, §617.6 (2018). 

Under the GLO's construction of these documents, the Pooling Agreement delays the 
triggering date of the vertical retained acreage clause (which is in turn amended to the GLO's 
benefit), but it does not delay the triggering date of the horizontal retained acreage clause. This 
interpretation is at odds with the authorities cited above, and it would imdermine the entire purpose 
ofVicterra's recent negotiation with the GLO: the development of the deeper horizons within the 
Wolfcamp Formation. 

2 The Johnny Cash 23 Well No. 2H was assigned enough proration acres to hold the entire Unit, under the Leases 
vertical retained acreage clause, but for Addendum A to the Pooling Agreement. 
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In summary: the only case of which we are aware that specifically addresses the issue of 
whether a pooling agreement modifies a lease's depth severance provision holds that it does. T his 
is A lberl v. Dunlap (cited above). Based on briefing relying heavily on that case, the District Court 
for the district that includes Reeves County ruled that a definition of "pooled mineral" in a GLO 
pooling agreement over-ruled the horizontal retained acreage provision in the underlying GLO 
leases, allowing an additional 1,000 feet of depth to be retained. A_nd that pooling agreement in 
that case did not appear to contain an Addendum, whereas Victerra' s does. It adds a continuous 
drilling clause, which in our view clearly delays the operation of the retained acreage clause 
pursuant to the agreed-upon deadlines. It expands by agreement the development period in the 
Leases. 

Victerra, therefore, respectfully disagrees with the propositions set out in Mr. Gray's letters, 
declines to provide the requested Partial Releases, and requests from the GLO a letter concluding 
that the Leases did not partially terminated, pursuant to 31 TEX. ADM IN. CODE §9.94(b)(4). Please 
do not hesitate to contact me if you have any questions or wish to discuss the matter further. 

Very Truly Yours, 

Robert G. Hargrove 
for Victerra Energy, LLC 

cc: Mr. Robert Hatter (via email) 
Mr. Brian Gray (via email) 
Mr. Larry Hargrave (via email) 





Brian Gray 

From: 
Sent: 
To: 
Cc: 
Subject: 

Ken Mills 
Friday, November 22, 2019 3:39 PM 
Rob Hargrove 
Robert Hatter; Brian Gray; Larry Hargrave 
GLO Pooled Unit No. 7731, Reeves County (Johnny Cash) 

Rob -As you and I had briefly previously discussed, and as we discussed aga in today, your client, Victerra Energy (fka 
Atlantic Resources Company), may disregard the depth termination letter sent by the GLO on August 22, 2019. Please 

note that GLO staff wil l continue to monitor both lease and Unit operations, including with regard to t he drilling 
schedule described in the pooling agreement. Please let me know if I can answer any further questions. Thanks, Ken. 

Ken M ills 

Director - Oil, Gas & Energy Section 
Office of General Counsel 
Texas General Land Office 
(512) 463-7341 
Ken.mills@glo.texas.gov 

1 





MEMORANDUM 
TEXAS GENERAL LAND OFFICE • GEORGE P. BUSH • COMMISSIONER 

TIME SENSITIVE: Action Required by: December 20, 2019 

Date: December 17, 2019 

To: Commissioner Bush 

From: 

Through: 
(if applicable) 

Susan Draughn / Energy Resources (3-6521) 

Energy Resources __,_F ...... )t¢'--'--- Legal Ljf Executive ~ 

Subject: Force Majeure suspension request by Victerra Energy, LLC 

SUMMARY: Victerra Energy, LLC ("Victerra") is requesting a lease suspension under the Force 
Majeure provision for Oil and Gas Leases MF112451, MF112452, MF113664 due to a fire on 

November 26, 2019 that began in the battery area of the pad site for the State Johnny Cash 23 
2H well (Unit 7731} 

DETAILS: The fire is believed to have been started by static electricity present from high winds 
and caused significant damage to the production facilities. The well will be off production for a 

period as repairs are made. Repairs are expected to take three to four months. 

RECOMMENDATION: Pursuant to TAC Rule §9.38(a}(3} staff recommends the Commissioner 
approve suspending the referenced State Mineral Leases from November 26, 2019 until 
production resumes. The suspension is granted with the condition that Victerra furnish the GLO 
monthly updates as to the condition of the lease facilities beginning January 1, 2020 and that 
the suspension not go beyond March 31, 2020 without GLO review and approval. 

GEORGE P. BUSH 
COMMISSIONER, GENERAL LAND OFFICE 



VICTERRA 

December 12, 2019 

Via Certified Mail and Email 
Texas General Land Office 
Attn: Glenn Rosenbaum 
Energy Resources/Mineral Leasing 
1700 101th Congress A venue. Suite 840 
Austin, TX 78701-1495 
E-Mail:Glenn.Rosenbaum@glo.texas.gov 

(432) 253-8334 
info@victerra.com 

4000 N. Big Spring St. 
Suite 230 
Midland, Texas 79705 

RE: Force Majeure Notice. State Johnny Cash 23 2 1-1 . GLO Uni t 773 1 

Dear Mr. Rosenbaum, 

This letter shall serve as formal notice that Yicterra Energy, LLC C--Victerra'"), as operator 
of the State Johnny Cash 21-1 (the "Well"), located in Section 23. Block 53. Public Land Survey, 
Reeves County, Texas, hereby applies to envoke that ce1tain Force Majeure provision included in 
the oil and gas leases MF! 12451. MFI 12452, and MF ! 13664, between the State of Texas and 
Victerra (the '·Leases"). 

Yicterra seeks relief under the Force Majeure prov1s1011 because on the morning of 
ovember 26.2019, a fi re began in the battery area of the pad site for the Well. Significant damage 

to the production facilit ies for the Well were sustained and will likely cause the Well to be off 
production for a period of time. The cause of the fire has not been definitively detenn ined but static 
electricity present from high winds has been identified as a likely contributing factor. Additional 
in formation related to this incident is attached on Exhibit A for your review. 

Yicterra is working to remediate any damage caused by the fire and wi ll re-construct the 
production faci lities as soon as possible. Once production faci lities are re-built, Yicterra wi ll place 
the well back on production. Until such time as the Well is back to producing, we formally request 
that any obligations present in the Leases be suspended under the Force Majeure provision. 

8330. 
Should you have any questions regarding this notice. fee l free to contact me at ( 432) 253-

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

••• ••• • • • • • • • •• . • • • 

••• • • • •• • 

Sincere I 

.. Travis utt 
Vice President - Land & Business Development 
Yicterra Energy. LLC 



Exhibit A 

See attached 

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



Johnny Cash 23 Battery Fire Copy 
LSUSA Incident Report 

Failed items 

0 

Audit Title 

Johnny Cash 23 Battery Fire 

Document No 

000007 

Client / Site 

Yicterra / Johnny Cash 23 Battery 
RRC ID #280225; Sec. 23, Blk. 53 PSL 
Reeves County 

Conducted on 

□ 27th Nov, 2019 0 8:30 AM CST 

Prepared by 

Clifton King 

Personnel 

" s. 

••• • • •• • • • • • • • •• • • 

• • •• • • • • • • • • •• ••• • 

•••••• • • • • • • • •••• • • 

Created actions 

0 

Complete 

Private & Confidential 



Audit 

SECTION I 

Date and time of incident 

□ 26th Nov, 2019 0 8:45 AM CST 

Date and time incident was reported. 

□ 26th Nov, 2019 0 9:00 AM CST 

To whom was the incident reported? 

J onah Melancon 

Location of incident. (Specify site location) 

South water tank at the Johnny Cash 23 Battery 

Were there any witnesses? Give their names. 

Kenny Long and Josh England 

DETAILS OF INJURY, IF APPLICABLE 

Describe mJury 

There were no injuries. 

Detail any first-aid or medical treatment administered. (Provide names) 

NA 

DETAILS OF DAMAGE, IF APPLICABLE 

Property Damage: 

Photo of damage. 

- Photos 

Photo 6 

Property Damage: 

.~. 
• • •• • . . .. 
... " .. . . 

Photo 7 

. ·­• • • • • .. . . ..~ ... (, . 
... .... . .. 
• • 

ill, • •• 

.. " • 9 • • 

Photo 8 

... 

Major 

Equipment 

Private & Confidential 



.. . 
•••••• • .... 
• • • •• • 

t • 

•••••• • .. .. 
• • • •• •• 

• • 
· ·~·· J • .. 
• • • ..... 

Tl. 

Mf I I ZrYSl 
Fi le No. u.u...__ County 

fpra,f½a11JAg ) 

Date Filed: :2.0 

By--~~~§~!.);)_ _____ _ 



December 23, 2019 

Mr. Travis Hutt 
Victerra Energy, LLC 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH , COMMI SS IONER 

4000 N. Big Spring Street, Suite 230 
Midland, TX 79705 

RE: Suspension of State Leases MF112451, MF112452, and MF113664 and MF072432 
Sections 23 and 26, Block 53, Reeves County, TX 
Unit: State Johnny Cash 23 2H, Unit #7731 

Dear Mr. Hutt: 

The Texas General Land Office acknowledges receipt of your letter dated December 12, 2019, 
regarding the referenced State Leases and outlining the damage caused by a fire in the battery 
area of the pad site for the well damaging the production facilities. In your letter, you request a 
suspension of the referenced leases by reason of the Force Majeure clause due to the damage 

caused to the facilities. 

Staff has recommended and the Commissioner of the Texas General Land Office, George P. 
Bush, has approved suspending the leases from November 26, 2019, until the facilities are 
operational and accepting production. Enclosed is a copy of the memorandum signed by the 
Commissioner evidencing his approval of the suspension and outlining the t erms. 

Please note: The suspension was granted with the condition that Victerra furnish the GLO with 
monthly updates as to the repairs beginning January 1, 2020, and that it not go beyond March 
31, 2020, without GLO review and approval. 

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

Sincerely, 

Susan Draughn, Landman 
Energy Resources/Mineral Leasing 
Direct: 512.463.6521 / Email : susan.draughn@glo.texas.gov 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711 -2873 

512-463-500 I glo.texas.gov 



George P. Bush, Commir,sioner 

By-------- ---------



Victerra Energy, LLC 
~ 

Johnny Cash Battery ..... VICTERRA 
Operation Summary- Battery Clean Up 

DISTRICT AFE # I COUNTY I FIELD NAME I SURFACE LOCATION 

PERMIAN BASIN 19-5001 I REEVES I Ford West, Wolfcamp I 
START DATE I 121212019 I ENO OATE I 12-02-2019 to 01-29-2020 I 

START 
ENO DATE Daily Operations DATE 

12/2119 12/13119 Pre- Remediation. Asses site and prep site for dean up operations. 
E-Tech started breaking out hnes inside of containment. 

12/16/19 12116/19 Removed stairway from inside containment. 
Cleaned up remains of water tank #1 and the area around tank 

t, ...,,....t..inn n n ..... ,,-4,..,.. ,.,, ·' nf ,,.. ........ inc; of w;:at~r 1~nk H? 

ETech finished cleaning up the remains of water tank # 2. 

12117/19 12117/19 Cleaned area instde of containment where water tanks set. 
Removed clean out hatch on oil tank #1 and cleaned out inside or tank. 

lo,.. ............ ..i ... i ............. • • ...... , ... i... nn nil t,::,ink #2 and ,:i,-,.. wnritinn on rf,:o::1n1nn ni rt thtl! ins ide of tan~ 

Finished cleaning all tanks 
Sent one of the vac boxes today 10 disposal at PetroWaste (60 bbls) 

12/18/19 12118/19 Two more boxes with 60 bbls each are scheduled to be picked up tomorrow and taken to PetroWasle. One 60obl vac box has elevated readings of NORM 
was sampled and 1s below regulatO<}' limits for NORM, sent on to disposal Sampled the area where the transformers leaked and impacted the s oil to start 
the process of generating a profile for that soil as ii will need to go to a Class I disposal facil ity. 

12/19/19 12119/19 Finished decon today Hydrovac released Started taking down the hnes and electrical. Will start laying down tanks tomorrow 

12120/ 19 12120/19 
Started demo work Several items have been disconnected and staged for recycling Started laying down tanks Scheduling a recycler to pick up a load 
1/6/20 - ~ truck 1s available. Disposal or any of the boxes will be done as soon as a truck is available. 

Mobed to site and loaded a truck of scrap metal !hat was taken to Odessa to be recycled. Started cutting one or the steel tanks Started removing the fioor 
liner and loading 1t into a rolloff to be disposed of at PetroWaste and the remaining fiberglass material. Started breakmg down the steel wall which will go to 

1/7/20 1/7/20 
Republic's Charter Landfill 1n West Odessa as commercial debris waste. 
There is one 14' joint of pipe lhat can't be recycled because it is above the recyclers limit for NORM - wi ll try and clean It some more or take it to AEL for 
disposal. 
The transformer impacted soil has been approved at the disposal facility, began excavating and placing that material in the roll arr 

1/8/20 1/8120 Conlinued tearing down the containment and cutting the steel tanks 
Mobed enutnment to the site to benin remediation w ork tomorrow 

1/9/20 1/9120 Continued to cut uo and scrao material. Continued remed1at1on work. 
The remaining fiberglass was disposed of at Petro \Naste. 
The steel walls were laken to Charter for disposal. 

1/ 10/20 1/ 10/20 The impacted soil from the transformers was disposed of al Abilene Environmental Landfill.A ll the vac boxes have been disposed of al Petro Waste. We wi 
be d1spos1ng or the hner tornorrcw.• at Petro Waste. There was some heavily saturated soil underneath the hner that was encountered during cleanup. This 
was excavated and placed into a roll off to be disposed of at Petro Waste to speed up deanup activities. 

1/12120 1/12120 Recycle !ruck picked up remaining scrap metal. The demo work is completed Crews demoned from site 01/12/2020 
Waitina on samcle results to come back for the dirt work so we can comclete the remediation work 

1/12/20 1/21/20 Sample resulls indicated additional remedialion was needed Additional remediation performed on 01/17/2020 . Second sample sent 1n for analys is. Analysi 
results received on 01/21/2020 • analvsis came back clean Movina forward with reconstruction of batterv 

1/21/20 1/29/20 Preping site for building of containment. Starting to move in ballery equipment. 



FH,N~tl/5\ 
jO() ~ - . County 

farce (Vl ~ 
Date Filed: l / / w{ 2,C)'2_,0 

Geoi:ge P. Bush, Commissioner 
By-__.'.7>...._7:,._.c(::i""-....,__ _____ _ 



Victerra Energy, LLC 
~ 

Johnny Cash Battery 
,..... VICTERRA 

Ooeration Summarv- Batterv Clean Up 
DISTRICT I AFE # I COUNTY I FIELD NAME I SURFACE LOCATION 

PERMIAN BASIN I 1s-soo1 I REEVES I Ford West, Wolf camp I 
START DATE I 121212019 I END DATE I 12-02-2019 10 03-02-2020 I 

START 
END CATE Daily Operations DATE 

1212119 12113/19 Pre- Remediation. Asses site and prep site for dean up operations. 
E-Tech started breaking out lines inside of containment. 

12116/19 12116/19 Removed stairway from inside containment. 
Cleaned up remains of water tank # 1 and the area around tank. 
\"'"'11<inn on hvdrnvarrinn ~Iu~ ...... n111 of remains of water tank #2 
ETech finished deaning up the remains of water lank #2. 

12117/19 12117/19 Cleaned area inside of containment where water tanks set. 
Removed clean out hatch on oil tank # 1 and deaned out inside of tank. 
R0 m"'ved clean out hatrh on nil tank #2 and are wnrkinn nn "1""'ninn 0111 the inside of tan~ 
Finished deaning all tanks. 
Sent one of the vac boxes today lo disposal at PetroWaste (60 bbls). 

12118/19 12118/19 Two more boxes with 60 bbls each are scheduled to be picked up tomorrow and taken to PetroWaste. One 60bbl vac box has elevated readings of NORM 
was sampled and is below regulatory limits for NORM. sent on to disposal. Sampled the area where lhe transformers leaked and impacted the soil to start 
the process of generating a profile for that soil as it will need to go to a Class I disposal facility. 

12119/19 12/19/19 Finished decon today. Hydrovac released. Started taking down the lines and electrical. Will start laying down tanks tomorrow. 

12/20/19 12/20/19 
Started demo work. Several items have been disconnected and staged for recycling. Started laying down tanks. Scheduling a recycler to pick up a load 
1/6/20 - if truck is available. Disposal of any of the boxes will be done as soon as a truck is available. 

Mobed to site and loaded a truck of scrap metal that was taken to Odessa to be recycled. Started cutting one of the steel tanks. Started removing the floor 
liner and loading ii into a rolloff to be disposed of at PetroWaste and the remaining fiberglass material. Started breaking down the steel wall which will go to 

1f7/20 1(7/20 Republic's Charter Landfill in West Odessa as commercial debris waste. 
There is one 14' joint of pipe that can't be recyded because it is above the recyclers limit for NORM -will try and clean it some more or take it to AEL for 
disposal. 
The transformer imDacted soil has been approved at the disposal facility, began excavating and placing that material in the roll off. 

1/8/20 1/8/20 Continued tearing down the containment and cutting the steel tanks. 
Mobed eauioment to the site to beQin remediation work tomorrow. 

1/9/20 1/9/20 Continued to cut uo and scrao material. Continued remediation work. 
The remaining fiberglass was disposed of at Petro Waste. 
The steel walls were taken to Charter for disposal. 

1/10/20 1/10/20 The impacted soil from the transformers was disposed of at Abilene Environmental Landfill.All the vac boxes have been disposed of at Petro Waste. We wil 
be disposing of the liner tomorrow at Petro Waste. There was some heavily saturated soil underneath the liner that was encountered during cleanup. This 
was excavated and placed into a roll off to be disposed of at Petro Waste lo speed up deanup activities. 

1/12120 1112/20 Recycle truck picked up remaining scrap metal. The demo work is completed. Crews demoned from site 01/12/2020. 
Waitinn on sample resulls to come back for the dirt work so we can comilete the remedialion work 

1/12/20 1/21120 Sample results indicated additional remediation was needed. Additional remediation performed on 01/17/2020. Second sample sent in for analysis. Analysi 
results received on 01/21/2020 • analvsis came back dean. Movinq forward with reconstruction of baller\ 

1/21/20 1/29/20 Preping site for building of containment. Starting to move in ballery equipment. 

1/30/20 1/30/20 Laser level and build 115' x 40' pad for containment. 

213/20 213/20 Build and Line Secondary Containment 105' x 30'. 

2/10/20 2110/20 Met Banta crane and haul trucks. Went to Pedro. Removed stairways and catwalks. Loaded 2 500 bbl. water tanks and 2 500 bbl oil tanks. Hauled to 
Johnnv Cash and set inside of containment. Installed catwalks and stairwavs. SDFD 

2111/20 2111/20 Plumbed in 4" load lines on water tanks. Plumbed in 4" toad lines on oil tanks. Plumbed in 4" equalizing line on water tanks. Started plumbing 2· recirculating 
line. SDFD. 

2112120 2/12120 Plumbed in 4" spillover l ines on oil and water tanks. Start fabricating dump lines. Horsepower Electric disconnected power lines to the VRU at Gateway 38 
Ballerv and the water transfer oumo at the Gatewav 22 Ballerv. SDF[ 

2/17120 2117/20 Unhooked VRU at Gateway 38 Ballery and moved lo location. Unhooked water transfer pump at Gateway 22 Battery and moved to location. 
Moved Danel rack from vard to location and set in Dlace. SDF[ 

2118/20 2118120 Set water transfer pump in place. Set VRU in place. Connected new water and oi l lines to existing lines. Electricians continued running conduit. 
JW Powertine Dulled the transformers from the Clark/Daooard. Loaded ooles at the vard. SDF[ 

2119/20 2/19/20 Plumbed in water transfer pump and filter to water line. Start fabricating 2· roll line. Electricians finished hanging conduit on containment. 
At reDort time JW Powertine unloadina DOies on location. 

2120/20 2/20/20 Fabricated and tied in 4· discharge line from water pump. Worked on 1· roll line. Electricians installed transducers on tanks and started pulling wire thru 
conduit. JW Power1ine set ooles and huna transformers. Lonestar Safetv tested QYVnen tanks and struna hose on cat\valk 

2/26/20 2/26120 Hooked up dump line for VRU. Set comer posts for fence. Electricians installed H2S monitors, dug ditches and started installing main Powertines. 
XJ Automation terminatino lines and oroorammino PLC CentriPump serviced water transfer oump. Ordered new impelle1 

2127/20 2/27/20 Electricians continued pulling wire. Wired in water transfer pump and recirculating pump. XJ Automation continued terminating wires in PLC CentriPump 
installed new imoeller in transfer oumo Built fence around 3 sides of containment 
Installed grounding on tanks and containment. Checked rotation on motors. Installed lights. XJ Automation finished programming PLC and added alarms. 

2/28/20 
Tank Safety Gauges installed external gauges on tanks. Put extensions on load lines. Worked on fence. 

2/28/20 Rescheduled tum on until Monday. Kinder Morgan unable to start plant due to an issue with the air compressor. Salt Creek's l&E will be out tomorrow. 

312/20 3/2120 
Well back online at 12:00PM. 
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Date Filed: r4_24 ( 20 
George P. Bush, Commissioner 
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Susan Draughn 

From: 
Sent: 
To: 

Travis Hutt < hutt@victerra.com> 
Monday, March 2, 2020 5:00 PM 
Susan Draughn 

Subject: 
Attachments: 

RE: [EXTERNAL) Johnny Cash 23 2H 
Johnny Cash 23 2H Battery Ops Rpt vF.pdf 

Susan, 

Please see the attached operations report for the month of February. Note t hat we turned the well back to production 

this morning. Let me know if you have any questions. 

Travis Hutt I VP - Land & Business Development 

D: (432) 253-8330 I M: (214) 532-8889 I E: hutt@victerra .com 
4000 N. Big Spring I Suite 230 I Midland, Texas 79705 

VICTERRA 

From: Susan Draughn <Susan.Draughn@GLO.TEXAS.GOV> 

Sent: Thursday, February 06, 2020 1:23 PM 
To: Travis Hutt <hutt@victerra.com> 
Subject: RE: [EXTERNAL] Johnny Cash 23 2H 

Thank you Travis, 

I have updated the file. 

Susan Draughn I Direct: 512.463.6521 

Energy Resources/Mineral Leasing I Texas General Land Office 

From: Travis Hutt <hutt@victerra.com> 
Sent: Tuesday, February 4, 2020 3:34 PM 
To: Susan Draughn <Susan.Draughn@GLO.TEXAS.GOV> 

Subject: RE: [EXTERNAL] Johnny Cash 23 2H 

Susan, 

Please see attached the latest operations report for t he Johnny Cash well. Let me know if you have any questions. 

Travis Hutt I VP - Land & Business Development 

D: (432} 253-8330 I M : (214} 532-8889 I E: hutt@victerra.com 
4000 N. Big Spring I Suite 230 I Midland, Texas 79705 

1 



VICTERRA 

From: Susan Draughn <Susan.Draughn@GLO.TEXAS.GOV> 
Sent: Thursday, January 16, 2020 10:31 AM 
To: Travis Hutt <hutt@victerra.com> 
Subject: RE: [EXTERNAL) Johnny Cash 23 2H 

Thank you Travis, 

Please send a report on or about the first of every mont h until the wel l is returned to production. 

Susan Draughn I Direct: 512.463.6521 
Energy Resources/Minera l Leasing I Texas General Land Office 

From: Travis Hutt <hutt@victerra.com> 
Sent: Thursday, January 16, 2020 10:16 AM 
To: Susan Draughn <Susan.Draughn@GLO.TEXAS.GOV> 
Subject: [EXTERN AL) Johnny Cash 23 2H 

Susan, 

I got you r voicema il. Please see the attached report covering clean-up operations on the Johnny Cash 23 2H. Let me 
know if you need anything further. 

Travis Hutt I VP - Land & Business Development 

D: (432) 253-8330 I M: (214) 532-8889 I E: hutt@victerra.com 
4000 N. Big Spring I Suite 230 I Midland, Texas 79705 

VICTERRA 

2 
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Query Results by Lease Page 1 of 2 

Production Re ports 

PR Queries Ho me New Lease ID's Built Query 

Query Results Production by Lease 

Current Opera t or : VI CTERRA ENERGY, LLC (8852 13) District: 08 
Field: FORD, WEST ( WOLFCAMP) RRC Identifier: 280225 

Lease: STATE JOHNNY CASH 23 Gas W ell#: 2H 

Prod Month Range: Jan 2019 - May 2020 Lease Type: Gas 

I Return I Showing : 1 - 12 of 17 results 

Oil/ Condensate ( Whole Barrels) Gas/ Casinghead Gas - MCF 

On Hand Disposition On Ha nd Disposit ion 
Prod Commingle Beginning End of Form at ion 

Month Pe rmit No. of Month Production Volume Code Month Production Volume Code 

01/2019 651 3,771 4,128 01 294 25,229 24,027 03 

1,202 04 

Gas 04 Flare 

02/ 2019 294 2,472 2,337 01 429 21,300 19,341 03 

1,959 04 

Gas 04 Flare 

03/2019 429 218 51 01 596 481 481 04 
Gas 04 FLARE 

04/2019 596 4,667 3,986 01 1,277 45,173 45, 173 0 3 

05/ 2019 1,277 3,898 4 ,228 C.1 947 37,447 34,607 0 3 
2,840 04 

Gas 04 FLARE 

06/2019 947 3,873 4,102 01 718 37,629 35,131 03 

2,498 04 

Gas 04 FLARE 

07/2019 718 3, 197 3,183 0 1 732 35,606 29,516 03 

6,090 04 

Gas 04 FLARE 

08/2019 732 3,040 3, 183 01 589 24,488 21,764 03 

2,724 04 

Gas 04 FLARE 

09/2019 589 2,947 2,820 01 716 32,301 31,115 03 
1,186 04 

Gas 04 FLARE 

10/2019 716 2,638 2,68 1 01 673 28,230 24,000 03 

4,230 04 

Gas 04 FLARE 

11/ 2019 673 2,228 2,403 01 0 25,676 22,625 03 

498 05 3,051 04 

Gas 04 FLARE 

12/2019 0 0 0 0 

I Return I Pov'c.e, ~r-
[ Next > ] I Page : 1·~ of~ 

I Lease Comme nts 

none I 

http://webapps.rrc.texas.gov/PR/publicQueriesMenuSubmitAction.do?pager.offset- O&sub... 6/24/2020 



, , ~1ery Results by Lease Page I of I 

Prod uction Reports 

PR Queries Home New Lease ID's Built Query 

Query Results Production by Lease 

Current Operator: VICTERRA ENERGY, LLC (885213) District: 08 
Field: FORD, WEST (WOLFCAMP) RRC Identifier: 280225 

Lease: STATE JOHNNY CASH 23 Gas Well#: 2H 

Prod Month Range: Jan 2019 - May 2020 Lease Type: Gas 

I Return I Showing: 13 - 17 of 17 results 

Oil/ Condensate (Whole Barrels) Gas/ Casinghead Gas - MCF 

On Hand Disposition On Hand Disposition 
Prod Commingle Beginning End of Formation 

~ 
Month Permit No. of Month Production Volume Code Month Production Volume Code 

01/2020 0 0 0 0 
02/2020 0 0 0 0 
03/2020 0 111 111 199 199 04 

Gas 04 FLARE 

04/2020 111 1,089 931 01 269 5,324 4,385 03 

939 04 

Gas 04 FLARE 

05/2020 NO REPORT ON FI LE 

I Return j [ < Previous ] I Page: 1 2 of J 

I Lease Comments 

none I 

Disclaimer I RRC Online Home I RRC Home I ~ 

http://webapps.rrc.texas.gov/PR/publicQueriesMenuSubmitAction.do?pager.offset= 12&su... 6/24/2020 
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DocuSi:;n -'.::n·1el:-.pe ID: AEBA63B9-04C7-4F89-B59E-AA 1868634C93 

MEMORANDUM 

TEXAS GENERAL LAND OFFICE • GEORGE P. BUSH • COMMISSIONER 

TIME SENSITIVE: Action Required bv: (September 8, 2020) 

DATE: August 27, 2020 

TO: Commissioner Bush 

FROM: Joy McCauley 

SUBJECT: First Amendment of Pooling Agreement for the Johnny Cash 23 Unit to defer 
2020 Drilling Obligation Wells for Six (6) Months for signature. 

······················· ············· ································ ·· ····························· ··· ·········· ····· 
SUMMARY: Attached for your approval and signature are duplicate originals of an Amended 
2020 Plan of Development for the Johnny Cash 23 Unit for Drilling Deferral that was approved 
by the School Land Board on April 21 , 2020, whereby the School Land Board delegated to the 
Commissioner, until December 3 1, 2020, the authority to grant extensions of time not to exceed 
six (6) months in duration. 

DETAILS: This agreement complies with existing GLO rules and policies and has been 
reviewed and approved by Energy Resources staff and the Legal Services Division. Chapter 52, 
Subchapter F of the Texas Natural Resources Code, which constitutes the owner of the soil as 
agent for the State to lease the o il and gas that in certain State lands upon such tenm and 
conditions as such owner may deem best and gives authority to the Commissioner to approve 
such lease and the terms and conditions therein contained. 

Document Name 

First Amendment of Pooling Agreement 
Six (6) Month Drilling Deferral for 
Jolumy Cash 23 Unit 
Reeves County, Texas 

Recipient 

Endurance Resources Holdings II, LLC 

Recommendation: Please sign and return to Joy McCauley in Energy Resources (3-4 704 ) . 

Attachments: Two (2) First Amendments of Pool ing Agreement for the Johnny Cash 23 Unit 

Thru: Larry Hargrave 
Legal 
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SECOND AMENDMENT OF POOLING AGREEMENT 
ENDURANCE RESOURCES HOLDINGS II, LLC 

JOHNNY CASH 23 UNIT 
GLO UNIT NO. 7731 

REEVESCOUNTY,TEXAS 

For mutual and adequate consideration, hereby acknowledged as received, the undersig11ed "Lessor" and "Lessee", as 
they are so identified in the Pool ing Agreement dated effective December 1, 20 15, creating GLO Unit No. 7731 (Johnny <::ash 23 
Unit) (the "Pooling Agreement"), hereby amend the Pooling Agreement as follows: 

T he Drilling Obligation Timeframe as set out on Addendum "A" to the Pooling Agreement is amended so that the second, 
thi rd, and fourth unit wells must be spud on or before December 26, 2020. 

The parties agree that the Pooling Agreement is hereby ratified and that no provision of the Pooling Ab•reement, including 
all attachments thereto, is amended except as expressly amended above in this Second Amendment. 

Th is Second Amendment, once fully executed, is made effective as of April 21, 2020. 

Given under my hand and seal of office on------------'' 2020. 

MM'\\~cc\ 
STATE OF 11 EX-A-S 

(¼ --~r~0 J 
COUNTY OF TR-A-¥+8 

Content 
Dep. Dir. 
OGC 
Executive 

STATE OF TEXAS 

By:------- - - ------ -
GEORGE P. BUSH, COMMISSIONER 

GENERAL L AND OFFICE 

VICTERRA ENERGY, LLC 

This instrument was acknowledged before me on ~~ / 5 ,.~ , 2020, by D x:~v 1)\c ~ .,_,.. c1 \ ..JL 

11s C'lW of icterra Energy, LLC, a -0..-.\ ti,,...l C":» 11,,A-, 
1 

liability company on behalf of said company. ~ ) 

-~;; :;,. , )6.£,.. 
Notary Public, State of:r~~ :r ;,, A-71"-J 

'J 

J· 

STEPHANO T. NAM 
Notary Public I 

State of Maryland 
Howard County 

_- .' L Mycommissionexp.November 16,2023 
·( 

/ _., 
· '..., 

) 

limited 
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SECOND AME DMENT OF POOLI G AGREEME 'T 
ENDURANCE RESOURCES HOLDINGS 11, LLC 

JOHNNY CASH 23 UN IT 
GLO U IT NO. 773 1 

REEVES COUNTY, TEXAS 

For mutual and adequate consideration, hereby acknowledged a recei ved, the undersigned '·Lcssor" and "Lessee". as 
they are so ide111i fied in the Pool ing Agreement dated e ffective December I, 2015, creating GLO Unit No. 773 1 (Johnny Cash 23 
Uni t) (the ''Pooling Agreement" ), hereby amend the Pooling Agreement as fo llows: 

The Drill ing Obligation Time frame as set out on Addendum '"A" to the Pooling Agreement is amended so that the second, 
third, and fourth unit well s must be spud on or before December 26. 2020. 

The parties agree that the Pooling Agrecment is hereby ratified and that no provis ion of the Pooling Agreement, including 
all attachments thereto, is amended except as expressly amended above in this Second Amendment. 

This Second Amendment, once fully executed. is made effective as o r April 21 , 2020. 

Given under my hand and sea l of office on<.. ~ k::ev-- )-5' , 2020. 

MPtl\.'\\~c:::.\ 
STATE OF ff~ 

i--1-u~~ d 
COUNTY OF"'fRA¥.IS 

Con1cnt 

Dcp. Dir. 
OGC 
Exccuth·e 

:~·z:s? fJl 
G EORGE P. B USII. COMMISSIONER 

G ENERAL LAND OFFICE 

VICTERRA El\ERGY, LLC 

This instrument was acknowledged before me on J::j / 5 1-~ , 2020, by 1>z--s..,._, _l;\< ~~ a)~ 
as C-;ro or icterra Energy. LLC. a D•\ .--.,Jr.,~ 

1 

liability company on behal f of said company. ~ ? ~ 

Notary Pu~lic, State of:r~ )rt ~7i~ 

STEPHANO T. NAM 
Notary Public 1· 

~ ~;~c State of Maryland 
~ " Howard County 

Mycommis.wn exp. Novembef 16. 2023 

limited 
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STATE OF TEXAS 

COUNTY O~DD.ll~ 

ACKNOWLEDGEMENT 

This instrument was acknowledged before me on [;f; of~- , 2020, by George 
P. Bush as Commissioner of the General Land Office of the State of Texas on behalf of the State 
of Texas. 

NOTARY n JBLIC~TATE OF TEXAS 
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By ~cg, P. Bush, Comm;s,;one, 















Texas General Land Office 
Reconciliation Billing POBox12873 

Austin, TX 78711-2873 
(800) 998-4456 
8:oo - 5:00 M -F Commissioner Dawn Buckingham, M.D. 

EOG Resources, Inc. 
Attn: Kaitlyn Marr 

1111 Bagby Sky Lobby 2 
Houston, TX 77002-2548 

Total Due 

Billing Date: 

Billing Due Date: 
Customer Number: 

5/9/2024 

6/8/2024 
C000027065 

$1,159.55 

Penalty and interest have been calculated thru 5/31/2024. Payment remitted after 5/31/2024 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 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 . 

Reconciliation Billing 

EOG Resources, Inc. 

Billing Date: 5/9/2024 

Billing Due Date: 6/8/2024 

Customer Number: C000027065 

Detach and return with payment 

- - . -

·] Miner~I-File • Ga~ -R~y~lty I - ·oil Royalty f Invoice 

24I00733 MF112451 $0.00 $1,002.76 

Total Due $0.00 $1,002.76 

Amt. Paid 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

-Pen~lty [ 
·--- l 

Interest i 
. 

$100.28 $56.51 

$100.28 $56.51 

- --- ---

Total Due 

$1,159.55 

$1,159.55 



I 

Customer ID: 
Invoice Number: 
GLO Lease: 
GLO Review: 
Review Period : 

1 

COMMENTS: 

C000027065 

MF112451 
EOG RESOURCES, INC 
Sept 2022 - Aug 2023 

2 

BILLING IS FOR UNDERREPORTED VOLUMES FOR RRC ID: 08-280225 08-291005 

Category Oi l 
Auditor/AE : Eric M 
Billing Date: 5/6/2024 

P&I Calculation Date: 5/31/2024 

08-291006 08-291007 

COLUMN (3) UNDERERPORTED VOLUMES REPORTED TO THE GLO VERSUS VOLUM ES REPORTED TO THE RRC 
COLUMNS (5) & (6) AVERAGE PRICE AND BTU REPORTED TO THE GLO ON THE GLO 1'S 
COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASS ESSMENTS: 

http:/fw\.vlN.glo.texas.qov/enerqy-business/oil-gastrrac/formsfpenalty-interest-assessment-rules.pdf 

NOTE 1: 

EMAIL: 

FOR QUESTI ONS REGARDING THIS INVOICE PLEASE E-MAIL: eric.martinez@glo.texas.gov 

PAYMENT OF THIS INVOICE MAY BE MADE BY CHECK OR ACH DEBIT. 
PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. 
WH EN PAYMENT IS REM ITTED, PLEASE SEND AN EMAIL TO: account.services@glo.texas.gov and eric.martinez@glo.texas.gov 
NOTING YOUR COMPANY NAME, CUSTOMER ID, INVOICE NUMBER(S) AND AMOUNT OF PAYMENT. 

RRAC EOG RESOURCES INC(Admin) 
Stephanie_ Toy@eogresources.com 

Kaitlyn Marr 
kaitlyn_marr@eogresources.com 
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