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Transactbl # 7469 

Lassor: Roddy L. Harrison 

L88888: Legend Natural Gas 

LfAIE IEICRIITIIfll 

Coonty 
CULBERSON 

CULBERSON 

TERMS OffEREI 

PrinaryTam 

Boous/ Acre: 

RantaVAcre: 

Royalty: 

3 years 

PW# 
07-033088 

07-033097 

$2,000.00 

$1 .00 

1/4 

C-AlaMI 

MF# 
MF111132 

L88888 

Legend Natural Gas IV, LP 

RAL REVIEW SHID 

1888 Fill ,. Part 
135677 

135678 

all 

all 

G._t: 

LaaSB Date: 7/29/2011 II 

Gross AcreS: 1280 

Nat AcreS: 960 

sac. Bklck Twp survey 
22 114 00 PUBLIC SCHOOL LAND 

23 114 00 PUBLIC SCHOOL LAND 

Abst# 
5125 

5126 

TERMS RRIIIMEJ8EJ 

Prinary T ll'm 3 years J 
Boous/ Acre $2,000.00 

r-

RantaV Acre $1 .00 

Royalty 1/4 

Data Term Boous/ Ac. Rantav A c. Royalty llstanca 

...J 
5 years $423.00 $1 .00 1/4 Last Laasa 

1- J.Do 3 Miles East J 
--] 

r-

COimJIIItS: 180 day contionuous drilling starts at the end of the primary term 

Approved: -;;:;- t D / o / 1 

Monday, October 1 0, 201 1 
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RELINQUISHMENT ACT_ LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Legend Natural Gas 

Prim. Term: 3 years 

Roya lty: 114 

Consideration 

Recommended: --;;;--

Not Recommended: -----

Bonus/Acre 

Rental/ Acre 

Date: ;o,/;o / 1 

DATE: 

County: 

$2,000.00 

$1.00 

Comments: 180 day contionuous dri ll ing starts at the end of the primary term 

~Form 
Recommended: f2Jt/ -----'-----

Not Recommended: - ----
Comments: 

Louis Renaud , Deputy Commissioner 

Recommended: ~ 

Not Recommended: - - - --

Approved: ----'"---t'----

Not Approved: ____ _ 

Date: __ 1_0_,/'---1'->--J.A_,¥'---

Date: /r£) -c;2tJ- ! I 

Date:/J21¥tt 

Date: 

10-0ct-11 

CULBERSON 



FileNo. I 1.3-Sq ~ -------

Date Filed: l&/to/l \ 
Jcny E. Patterson, Commissioner 
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(;cncral l.;md Ollicc 
Rclmqutshrnent J\ct Lease Form 
Rcvtscd. September 1997 

O IL AN D GA LEA E 

(Give Permanent Address) 

herein ref erred 1 o as the owner of the so i I (whet her one or more), and __,L':':E":• ~G:7E7'-';::"D_,N..:..!7A'-:T:-'U:<.;R~A,_,L"-;:G'-'-A-'-"7..!.1 ~V,.,_, 7L,...P-:-:c:---------
_____________ __________ of ___ ~47l~O~W~.:-'G~t~·a~n~d=P~a~rk~- w~ay~S~o~u~th~.~S~u~it~e_4~0~0~--------

Kat Texas 77494 
(Give Permanent Address) 

here inafter called Lessee. 

I . GRANTI NG CLAUSE f-or and in consideration of the amounts stated below and of the covenants and agreements 
to be paid, kept and performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby 
grants, leases and lets unto Lessee, for the sole and only purpose of prospecting and drilling for and producing oi l and gas, laying pipe 
lines, building tanks, storing oil and building power Stations, telephone lines and other Structures thereon, to produce, save, take care 
of, treat and transpo11 said products of the lease, the following lands s ituated in C ulberson County, State ofTexas, to-wit: 

Bloc k 114, Public School La nd Sur·vcv 
Section 22: All 

cction 23: All 

Containing 1,280.00 acres, more or less. The bon us consideration paid for th is lease is as follows : 

To the tate of Texas: Nine ll undred Sixty Thousand and No/ I 00------
Dollars ($ 960.000.00 ) 

To the owner of the soil: Nine ll undred Sixty Thousand and o/ 100------
Do llars ($ 960.000.00 ) 

Tota l bonus consideration: One Million Nine llundrcd Twenty Thousand and No/ I 00-----­
Dollars ($ I ,920.000.00 ) 

The total bonus considennion pa id represents a bonus of __ 7T..!....!.!w-"'o'-·,..,n~to""t,ts,an"::d~a"':ndC'::-'-N.:.>o!!../.!..I O""O"-------_--_--_-_--_--_-_--______ ____ _ 
Dollars($ 2 000.00 ) per acre, on 960.00 net acres. 

2. TERM. ubject to the other provisions in this lease, this lease shall be for a term of T hree (3) years from this 
date (herein called primary term") and as long thereafter as oi l and gas, or either of them, is produced in paying quantities from said 
land. As used in this lease, the term "produced in paying quanti ties" means that the receipts from the sale or other authorit.ed 
commercial use of the substance(s) covered exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENTALS. If no we ll is commenced on the leased prem ises on or before one (I) year from th is date, th is 
lease shal l terminate, unless on or before such anni versary date Lessee shall pay or tender to the owner of the soil or to his credit in the 
Pay direct to Lessor at the above address 13ank, at , or its successors (which sha ll 
continue as the depository regardless of changes in the ownersh ip of said land), the amount specified below; in addition, Lessee shall 
pay or tender to the COM MI SSIONER OF T il E GENERAL LA ND OFrlCE OF T il E STATE OF TEXAS, AT AUSTIN, fEXAS, a 
like sum on or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the 
commencement of a well for one ( l) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soi 1: Four l lundred Eighty and No/ l 00--------------------------------------
Dollars ($ 480.00 ) 

To the tate of Texas: Pour llundred Eighty nnd Noll 00--------------------------------------
Dollars ($ 480.00 ) 

Total Rental: ine l lundred Sixty and o/ 1 00-----------------------------------------------------
Dollars ($ 960.00 ) 

••• • •• • • •• • • • • • • • • • • • • • • 1 • • • • • • • • • - -•• •• • • • • • • • • • •• • 
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)n a like manner and upo'n like payments or tenders annuall y, the commencement of a well may be further deferred for successive 
periods of one (I) year each during the primary term . A II payments or tenders of rental to the owner of the soil may be made by check 
or sight draft of Lessee, or any ass ignee of th is lease, and may be delivered on or before the rental paying date. If the bank des ignated 
in this paragraph (or its successor bank) should cease to ex ist, suspend business, liquidate, fail or be succeeded by another bank, or for 
any reason fail or refuse to accept rental, Lessee shall not be held in defau lt for failure to make such payments or tenders of rental until 
th i11y (30) days aft er the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to 
receive such payments or tenders. 

4. PRODUCTION ROYALTI ES 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 Commiss ioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-half ( l/2) of such royalty to the owner of' the soil: 

(A) OIL. Roya lty payable on oi l, which is defined as including all hydrocarbons produced in a liquid form at the mouth 
of the well and also as all condensate, distillate, and other liqu id hydrocarbons recovered from oil or gas run through a separator or 
other equipment, as hereinafter provided, shall be 1/4th part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the Genera l Land Office, such va lue 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 leased premises is sold, used or processed in a plant, it wil l be run free of cost to the roya lty owners through an 
adequate oi l and gas separator of convent ional type, or other equipment at least as efficient, so that all liqu id 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 writ ing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas), which is defined as all hydrocarbons and 
gaseous substances not defined as oi l in subparagraph (A) above, produced from any well on said land (except as provided herein with 
respect to gas processed in a plant for the extraction of gasoline, liqu id hydrocarbons or other products) shall be !/4th part ofthe gross 
production or the market value thereof, at the option of tlle 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 greater; provided that the max imum 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 shal l be sixty (60) degrees Fahrenhei t, correct ion to be made for pressure according to 13oyle's Law, and for specific 
gravi ty according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the 
time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gaso line plant or other plant for the recovery of gasoline or 
other liqu id hydrocarbons shall be !/4th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at 
the option of the owner of the soil or the Comm issioner of the General Land Office. All royalties due herein shall be based on one 
hundred percent ( I 00%) oft he total plant production of residue gas attributable to gas produced from this lease, and on fi fly percent 
(50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons auributable to 
the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or 
its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) 
or the highest percent accruing to a third party processing gas th rough such plant under a processing agreement negotiated at ann's 
length (or if there is no such th ird party, the highest percent then being specified in processing agreements or contracts in the industry), 
whichever is the greater. The respective roya lties on residue gas and on liquid hydrocarbons shal l be determ ined by I) the highest 
market price paid or offered for any gas (or liquid hydrocarbons) of comparable qual ity in the genera l area, or 2) the gross price paid 
or offered for such residue gas (or the we ighted average gross sell ing price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would 
have been due had the gas not been processed. 

(D) OTHER PROD UCTS. Royalty on carbon black, sul phur or any other products produced or man ufactured from gas 
(excepting liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burn ing or any other 
process ing shall be l /4th pa11 of the gross production of such products, or the market value thereof, at the opt ion of the owner of the 
soil or the Commissioner of the Genera l Land Office, such market va lue to be determined as follows: I) on the basis of the highest 
market price of each product for the same month in wh ich such product is produced, or 2) on the basis of the average gross sale price 
of each product for the same month in which such products arc produced; whichever is the greater. 

5. MIN IMUM ROYALTY . During any year after the expiration of the primary term of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein prov ided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anni versary 
date of this lease a sum equa l to the total annual rental less the amount of royalties paid during the preceding year. If Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($ 1.00) per acre. 

• •• ••• . • • • • • • • • • • • • . • • . . • • • • • • • • •• •• • • • • • • • • • • •• • 
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6. ROYA'L. TY IN· KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Comm issioner 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 roya lties accruing to such royalty owner under this lease be made in 
kind. The owner of the soil 's or the Com missioner of the General Land Office's right to take its royalty in kind shall not diminish or 
negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
imp lied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under th is lease (including those paid in kind) shall be 
without deduction for the cost of produc ing, gathering, storing, separating, treating, dehydrating, compressing, processing, 
transporting, and otherwise making the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay 
royal ties on the gross va lue 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 
propo11ionate share of any fue l used to process gas produced hereunder in any processing plant. Not withstanding any other provision 
of this lease, and subject to the written consent of the owner or the soi l and the Commissioner of the General Land Office, Lessee may 
recyc le gas for gas li ft purposes on the leased premises or for injection into any oi l or gas producing formation underlying the leased 
premises a!ler the liquid hydrocarbons contained in the gas have been removed ; no roya lties shall be payable on the recycled gas until 
it is produced and so ld or used by Lessee in a manner which entit les the royalty owners to a royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the 
Genera l Land Office at Austin, Texas, in the following manner: 

Payment of royalty on production of oi l and gas shall be as provided in the rules set rorth in the Texas Register. Rules currently 
provide that royalty on oil is due and must be received in the Genera l 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 rece ived in the General Land Office on or berore 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 rorm and manner prescribed by the General Land Office and showing the gross amount and disposit ion 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 va lue including gas meter readings, pipeline receipts, gas line receipts and other checks or 
memoranda of amount produced and put in to pipelines, tanh.s, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may requi re to verify the gross production, disposition and market value. In all cases the au thority of a 
manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shal l be accompanied 
by a check stub, schedu le, 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 royal ty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late 
shall accrue a P.enalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest 
at a rate or 12~. per year, such interest wi ll begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting 
documents which are not fi led when due shall incur a penalty in an amount set by the General Land Office administrative rule which 
is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibi lity for paying or 
causing royalt ies to be paid as prescri bed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above pena lty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty 
in dispute as to fair market va lue. 

10. (A) RESERVES, CONTRACTS AND OTII ER RECORDS. Lessee sha ll annually furnish the Commissioner of the 
General Land Office wi th its best possible est imate of oi l and gas reserves underlying this lease or allocable to this lease and sha ll 
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 product ion, transportation, sale and marketing of the 
oi l and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and 
pipelines shall at all times be subject to inspect ion and examination by the Commissioner of the General Land Office, the Attorney 
General, the Governor, or the representat ivc of any of them. 

(B) PERMITS, DRILLING RECORDS . Wri tten notice of all operations on th is lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Rai lroad Com mission rorms ror application to drill. Copies of well tests, complet ion reports and plugging reports shall be supplied to 
the General Land Office at the time they arc fi led with the Texas Railroad Commission. All applications, permits, reports or other 
filings that reference th is lease or any spec ific well on the leased premises and that are submitted to the Texas Rai lroad Commission or 
any other governmental agency shal l include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of ident ifying 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, 
cu tt ings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in add ition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

••• ••• • • • • • • • • • • • • • • •• •• • • • • • 
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(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not fi led in the 
General Land O ffice when due. The penalty for late fil ing ~ha ll be set by the General Land Office administrat i ve rule which is 
effecti ve on the date when the materials were due in the General Land O ffice. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dur ing the primary term hereof 
and prior to discovery and production of oil or gas on said land, Lessee should drill a dry hole or ho les thereon, or if during the 
primary term hereof and after the discovery and actual production of oi l or gas from the leased prem ises such product ion thereof 
should cease from any cause, th is lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences additional dri lling or reworking operations thereon, or pays or tenders the 
next annual delay rental in th e same manner as provided in this lease. I f, during the las t year of the pr imary term or withi n 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 ef fect without further operations until the expiration of the primary term ; and i f Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dri lling 
or reworking operations pursuant to Paragraph I J, using the expiration of the primary term as the date of cessat ion of production 
under Paragraph I 3. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or 
gas wel l within the primary term hereof, Lessee may resume payment of the annual rental in the sa me manner as prov ided herein on or 
before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut- in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. I f at the expiration of the primary term or any time 
thereafler a shut- in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLIN G AN D REWORKING AT EXPI RAT ION OF PRIMARY TERM. I f, at the e>..pirat ion of the pr imary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in dri lling or reworking operations thereon, th is 
lease shall remain in force so long as operations on sa id well or for dri ll ing or rework ing of any additional well are prosecuted in good 
fa ith and in workmanlike manner w ithout interruptions totaling more than sixty (60) days during any one such operation, and i f they 
result in the production of o il and/or gas, so long thereafter as oil and/or gas is produced in paying quant it ies from said land, or 
payment of shut-in oil or gas well roya lties or compensatory roya lt ies is made as provided in this lease. 

13. CESSAT ION , DRILLING, AN D REWORK ING. If, afler the expiration of the primary term, production of oi l or 
gas from the leased premises, after once obtained, should cease from any cause, this lease shall not term inate if Lessee commences 
additional drilling or reworking operations within sixty (60) days after such cessation, and thi s lease shall remain in ful l force and 
effect for so long as such operations continue in good faith and in workmanl ike manner without interrupt ions total ing more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in fu ll force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oi l or gas well royalties or 
payment of compensatory royalties is made as provided herein or as provided by law. I f the drill ing or rework ing operations result in 
the completion of a well as a dry hole, the lease will not terminate i f the Lessee commences additional dri l ling or reworking operations 
within sixty (60) days afler the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee cont inues 
drilling or reworking operations in good faith and in a w0rkmanlike manner w ithout interruptions totaling more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of product ion. 

14. II UT-IN ROYAL TI ES. For purposes of this paragraph, " well " means any well that has been assigned a well 
number by the state agency hav ing j urisdiction over the production of oi l and gas. If, at any time afier the exp iration of the primary 
term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facili t ies or lack of a 
suitable market, then Lessee may pay as a shut- in oi l or gas royalty an amount equal to double the annual renta l provided in the lease, 
but not less than $ 1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease docs not 
specify a delay rental amount, then for the purposes of th is paragraph, the delay rental amount shall be one dol lar ($ 1.00) per acre. To 
be effective, each initial shut- in oi I or gas royalty must be paid on or before: ( I ) the expirat ion of the primary term , (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days afier Lessee completes a dri ll ing or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half(l/2) to the owner of the soil. If the shut- in oil or gas roya lty is paid, the lease 
shall be considered to be a producing lease and the payment shal l extend the term of the lease for a period of one year from the end of 
the primary term, or from the first day of the month following the month in which production ceased, and, after that, i f no suitable 
production facilit ies or suitable market for the oi l or gas ex ists, Lessee may extend the lease for four more successive periods of one 
( I ) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALT IES. If, during the period the lease is kept in ef fect by payment ofthe shut-in oi l or 
gas roya lty, oil or gas is sold and delivered in paying quantittes from a well located within one thousand ( 1,000) feet of the leased 
premises and completed in the same producing reservoi r, 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 cea.;e, but the lease shall remain effecti ve for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and within one thousand ( I ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half ( I /2) to the Commissioner of the General Land Offi ce 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 wh ich the oi l or gas is produced from the wel l causing 
the drainage or that is completed in the same producing reservo ir and located within one 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 oi l or gas royal ty, Lessee shall 
pay an amount equal to the difference w ithin thirty (30) days from the end of the 12-month period. i'e'eWAI'WH~ya lty payments 
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which arc not timely pa id will ac'crue penalty and in terc.!st in accordance with Paragraph 9 of this lease. None of these provisions will 
relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas Natural 
Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory roya lties can satisfy the obligation to drill offset wells. 

16. RETA INED ACREAG E. Notwithstanding any provision of this lease to the contrary, after a well producing or 
capable of producing oil or gas has been completed on the leased premises, Lessee shall exercise the dil igence of a reasonably prudent 
operator in dri ll ing such additional well or wells as may be reasonably necessary for the proper development of the leased premises 
and in marketing the production thereon. 

(A) VERTICA L. 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 prem ises, EXCEPT ( I) 40 acres surround ing each oi l well 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 well as provided in Paragraph 14 hereof) , or a well upon which Lessee is then engaged in continuous dri lling or reworking 
operations, or (2) the number of acres included in a producing pooled uni t pursuant to Texas Natural Resources Code 52. 151-52.153, 
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such 
producing well under the rules and regulations of the Rai lroad Commiss ion of Texas, or any successor agency. or other governmental 
authority having jurisd iction. If at any time afier the effective date of the partial termination provisions hereof, the applicable field 
rules are changed or the wel l or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells 
for production purposes, this lease shall thereupon terminate as to all acreage not thereaft er allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee sha ll 
nevertheless continue to have the right of ingress to and egress from the lands still subject to this lease for all purposes described in 
Paragraph I hereof, together with easements and right-of-ways for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the retained lands and for 
the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(13) HORIZONTA L. In the event this lease is in force and effect two (2) years after the expirat ion date of the pri mary or 
extended term it shall further terminate as to all depths below I 00 feet below the tota l depth drilled (hereina ft er "deeper depths") in 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) years afier the primary or extended term 
Lessee pays an amount equa l to one-ha lf (1/2) of the bonus originally paid as consideration for this lease (as speci fi ed on page I 
hereof). If such amount is pa id, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed 
for an addi tional period of two (2) years and so long thereafier as oi l or gas is produced in paying quant ities from such deeper depths 
covered by this lease. 

(C) ID ENTIFICATION AND FILI NG. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square wi th the we ll located in the center thereof, or such other shape as may be approved by the 
Commiss ioner of the General Land Office. Within thirty (30) days after partial termination of th is lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal descript ion of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be fi led in the General Land Office, accompanied by the fil ing fee 
prescribed by the General Land Office ru les in effect on the date the release is fi led. If Lessee fails or refuses to execute and record 
such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the Com missioner at 
his so le discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such instrumenl 
at Lessee's expense in the county or cou nties where the lease is located and in the officia l records of the General Land Offi ce and such 
designation shall be binding upon Lessee for all purposes. 

17. Of-FSET WELLS. Nei ther the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve 
Lessee of his obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or 
other agen t in control of the leased premises shall dril l as many wells as the facts may justify and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oi l and gas from the leased premises. In addition, if oi l and/or gas should be 
produced in commercial quantities within I ,000 feet of the lea~ed premises, or in any case where the leased premises is being drained 
by production of oil or gas, the Lessee, sublessee, rece iver or other agent in control of the leased premises shall in good fa ith begi n the 
drilling of a well or wells upon the leased premises within I 00 days after the drain ing well or wells or the well or wells completed 
within I ,000 feet of the leased premises start producing in commercial quanti ties and shall prosecute such drilling wi th diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. On ly 
upon the determination of the Commissioner of the Genera l Land Office and with his written approval may the payment of 
compensatory royalty under appl icable statutory parameters satisfy the obligation to drill an offset well or wells required under th1s 
paragraph. 

18. FORCE MAJEURE. If, after a good faith effort , Lessee is prevented from complying with any express or impl ied 
covenant of this lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased 
premises by reason of war, rebell ion, riots, strikes, acts of God, or any valid order, rule or regulation of government authori ty, then 
while so prevented, Lessee's ob ligation to comply with such covenant shall be suspended and Lessee shall not be liable for damages 
for failure to comply with such covenants; additionally, this lease shall be extended whi le Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. llowever, nothing in th is 
paragraph shall suspend the payment of delay rentals in order to ma intain this lease in effect duri ng the primary term in the absence or 
such drilling or reworking operations or production of oi l or gas. 
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19. WARR'ANTY C LAUSE. The owner of the soil warrants and agrees to defend tit le to the leased premises. I f the 
owner o f the soi l defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soi l in the 
leased premises by pay ing any mortgage, taxes or other l iens on the leased premises. I f Lessee makes payments on behalf of the 
owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and royalties due the owner of 
the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. I f the owner of the soi l owns less than the entire undivided 
surface estate in the above described land, whether or not Lessee's interest is specified herein, then the roya lties and rental herein 
provided to be paid to the owner of the soi l sha ll be paid to him in the proportion which his interest bears to the entire undivided 
surface estate and the royalties and rental herein provided to be paid to the Commissioner of the General Land Office of the State of 
Texas shall be likewise proportionately reduced . l lowever, before Lessee adjusts the royalty or rental due to the Commissioner of the 
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written 
statement which explains the discrepancy between the interest purportedl y leased under this lease and the actual interest owned by the 
owner or the soi l. The Commissioner or the Genera l Land Office shall be paid the value of the whole production allocable to any 
undivided interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. 
llowever, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the 
undivided interest not leased an amount less than the value of one-sixteenth ( I /16) of such gross production. 

(B) REDUCTION OF PAYMENTS. I f, during the primary term, a portion of the land covered by th is lease is 
included within the boundaries of a pooled unit that has been approved by the School Land Board and the owner of the soil in 
accordance with Natural Resources Code Sections 52. 15 1-52. 154, or if at any time after the expirat ion of the primary term or the 
extended term, this lease covers a lesser number of acres than the total amount described herein, payments that are made on a per acre 
basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the 
number of acres outside the boundaries of a pooled unit, or, if after the expi ration or the primary term, the number of acres actually 
retained and covered by this lease. 

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

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

23. PIPELINE DEPTH. When requested by the owner of the soi l, Lessee shall bury its pipel ines be low plow depth. 

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

25. POLLUT ION. I n developing th is area, Lessee shall usc the highest degree of care and all proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution o f coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use or containment facilities sufficient to prevent spi llage, seepage or ground water contamination. In the event of 
pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 
for all damage to public and private propert ies. 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 we lls, 
Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while 
conducting operations on the leased premises, keep said premises free or all rubbish, cans, bottles, paper cups or garbage, and upon 
completion of operations shall restore the surface of the land to as near its origina l condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentab le. 

26. REMOVAL OF EQU IPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
machinery and fixtures placed by Lessee on the leased premises, including the right to draw and remove casi ng, within one hundred 
twenty ( 120) days arter the expiration or the termination of th is lease unless the owner o f the soil grants Lessee an extension of th is 
120-day period. llowcver, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. 
Addi tionally, Lessee may not draw and remove casing until arter thirty (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the so il. The owner of the soi l shall become the owner of any machinery, fixtures, or casing which 
are not timely removed by Lessee under the terms of this paragraph. 

27. (A) A SSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights 
and estates of either party to this lease may be assigned, in whole or in part, and the provisions of this lease sha ll extend to and be 
binding upon their heirs, devisees, legal representat ives, successors and assigns. However, a change or division in ownership of the 
land, rentals, or royalt ies wi l l not enlarge the obl igations of Lessee, diminish the rights, privileges and estates of Lessee, impair the 
effecti veness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his 
heirs, devisees, lega l representatives or assigns) furnishes the Lessee with satisfactory wri tten evidence of the change in ownership, 
inc luding the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent o f the interest assigned, relieve and discharge Lessee of all 
subsequent obl igations 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 o f them to 
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'pay his share of the rentcH shall iiot affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the assignor or assignee does not file a certified copy of such assignment in the General Land Oflice before the next rental 
paying date, the entire lease sha ll terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obl igations, liabi lities, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, inc luding any liabilities to the State for unpaid royalt ies. 

(13) ASSIGNMENT LIM ITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soi l 
acquires this lease in whole or in part by assignment without the prior written approval of the Comm issioner of the General Land 
Office, this lease is void as of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An 
assignment will be treated as if it were made to the owner of the soil if the assignee is: 

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute 
and deliver to the owner of the soi l and place of record a release or releases covering any por1ion or por1ions of the leased premises, 
and thereby surrender thi s lease as to such por1ion or portions, and be relieved of all subsequent obl igations as to acreage surrendered . 
I f any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by the prop011ion that the 
surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release 
will not relieve Lessee of any liabi lities which may have accrued under this lease prior to the surrender of such acreage. 

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in 
this instrument, includ ing the statement of the true consideration to be paid for the execution of this lease and the rights and duties of 
the parties. Any collateral agreements concerning the development of oil and gas from the leased premises which arc not contained in 
this lease render this lease inval id. 

3 1. FIDUCIARY DUTY. The owner of the soi l owes the State a fiduciary duty and must full y disclose an y facts 
affecting the State's interest in the leased premises. When the interests of the owner of the soi l conflict with those of the State, the 
owner or the so il is obligated to put the State's interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thiny days after it becomes 
due, or if Lessee or an authorized agent should knowingly make any fa lse return or false report concerning production or drilling, or if 
Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by the 
Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with 
ru les and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee 
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly 
fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the Geneml Land Office a 
correct log of any well, or if Lessee shall knowingly vio late any of the material provisions of thi s lease, or if this lease is assigned and 
the assignment is not fil ed in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. llowever, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising 
hereunder. forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future comp liance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto . 

.>.> . LIEN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oil and 
gas produced from the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become 
due under this lease. 13y acceptance of this lease, Lessee grants the State, in add ition to the lien provided by Texas Natural Resources 
Code 52.136 and any other applicable statutory lien, an express contractual lien on and secu rity interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds 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 in order to secure the payment of all royalties or other amounts due or to become 
due under th is lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condit ion of this lease, whether express or implied. This l ien and security interest may be foreclosed with or without court 
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proceedings in the mann~r provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commiss ioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relat ing to Lessee's activities upon 
the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. 

34. POOLING . Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the so il under 
this lease wi th 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 13oard and the Commissioner of the General Land Office for the pooling 
or unitizing of the interes t of the State under this lease pursuant to Texas Natural Resources Code 52. 15 1-52. 153. The owner of the 
so il agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural Resources Code 
52. 152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soi l, their officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
and any actions and causes of act ion of every nature, or other harm, including environmental harm , for which recovery of damages is 
sought, including, but not limited to, al l losses and expenses which are caused by the activities of Lessee, its officers, employees, and 
agents arising ou t of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that may 
arise out of or be occas ioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or 
strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the State of Texas and the owner of the soi l, their officers, employees and agents, their successors or assigns, against any and 
al l claims, liabi lit ies, losses, damages, actions, personal injury (i ncluding death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort , contract, or strict liability, including attorneys' fees and other legal expenses, 
inc luding those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any 
and all environmental laws; those aris ing from or in any way related to Lessee's operations or any other of Lessee's activities on the 
leased premises; those aris ing from Lessee's use of the sur face of the leased premises; and those that may arise out of or be occasioned 
by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of Lessee, its directors, officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their 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 il , their officers, employees, and agents in the same manner provided above in connection with the activities of 
Lessee, its offi cers, employees, and agents as described above. EXCEPT A OTII ERWI E EX PR E LY LIMITED II EREI , 
ALL OF T il E I OEM ITY OBLIGATION A D\OR LIABILITIES A UMED U DER T HE TERM OF T HI 
AGRE EMENT II ALL BE WITHOUT LIMIT AND WITHOUT REGARD TO THE CAU E OR CAU E TH EREOF 
(EXCLUDING PR E-EXI T ING COND ITION ), TR ICT LIABILITY, OR T il E EG LI E CE OF ANY PARTY O R 
PARTI E (INCLUDI NG T HE NEGLIGENCE OF T il E INDEN INlf<IED PARTY), WH ET III.i:R SUCII EG LI GENCE IJ E 
OLE, JOINT, CONCU RRE T, ACTIVE, OR PA lYE. 

36. ENV IRONMENTA L HAZARDS. Lessee shal l use the highest degree of care and all reasonable safeguards to 
prevent contamination or pollution of any environmental medium, includi ng soil, surface waters, groundwater, sediments, and surface 
or subsurlace strata, ambient air or any other environmental medium in, on, or under the leased premises, by any waste, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 
materials, or substances regu lated as hazardous wastes, hazardous materia ls, hazardous substances (as the term "llazardous Substance" 
is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et 
seq.), or toxic substances under any federal, state, or local law or regulation (" Jiazardous Materials"), except ordinary products 
commonl y used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LE EE' VIOLATIO OF TH E FO REGO! G PRO IIIUI TIO HALL CO T ITUTE A MATE RIAL 13REACII A D 
DEFAU LT HEREUN DER A D LE SEE II ALL I OEM l f<'Y , IIOLD HARML E A D DEFE D T HE TATE Of< 
TEXAS A 0 T il E OWNER OF THE O IL FROM A D AGA INST A Y C LA IM , DAMAGE , JUDGME T , 
PENALTIE , LIAiliLITI ES, AND COST {I CLU DI NG REA 0 AllLE ATTOR EY ' FEE A D COURT CO TS) 
CAUSE D IJY OR ARI INC O UT OF {I) A VIOLATION OF T il E FOREGOI G PROHIUITIO OR {II) T HE PRE E CE, 
RELEA E, OR Dl PO AL OF A Y II AZARDOU MAT ERIAL 0 , U DER, OR ABO UT T il E LEA ED PR EMI E 
DURI G LE EE' OCCU PA NCY O R 0 TROL OF T il E LEA ED PREM I E . LE EE II ALL C LEA UP, 
REMOVE, REMEDY A D REPAIR A Y O IL O R C RO U D WATE R CO TAM I AT IO AN D DAMAGE CAU ED BY 
THE PR E E CE OR RELEA E OF A Y IIAZA RDOU MATER IALS I , 0 , U DER, O R AllO UT T HE LEA ED 
PREM I E DUR I G LE EE' OCCU PA CY OF THE LEA ED PREM I E IN 0 FORMA C E WITH T HE 
REQUIREME T OF AJ>J>LI CABLE LAW. T ill I OEM IFI ATIO A D A UMPT ION II ALL APPLY , BUT I 
NOT LIMI TE D TO, LIABILITY FOR RE PO E A T IO U DERTAKE PUR UANT TO CE RC LA OR A Y 
OTHER EN VIRONMENTAL LAW O R REGULATIO . LE EE HALL IMM EDIAT ELY GIVE T HE TATE OF 
TEXA A D T HE OWNER OF T HE SOIL WR ITTE OTICE OF A Y 13REAC II OR PECTE D BREAC H OF T HI 
PARAG RAPH, UPO LEAR I G OF T il E PRE E E OF A Y HAZARDOU MAT ERI AL , O R UPO RECE IVI G 
A NOTICE FROM A Y COVER M E TAL AG E C Y PERT AI I G TO HAZA RDO U MATlW. IAL WH ICH MAY 
AFFE T T il E LEA ED PR EM I ES. T il E OBLIGATIO OF LE EE II ERE Dli:R II ALL URVJ VE T HE 
EX PmATIO OR EA RLI ER TE RMI ATIO , FO R A Y REA 0 , OFTHI AGREEME T. 

37. APPLICA BLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 
52. 190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in 
this lease does not conform to these statutes, the statutes will prevai l over any nonconforming lease provisions. 
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38. EXECUTION.' Th is oi l 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 Stat~.: of Texas. Once the fi ling requiremen ts found in Paragraph 39 of this 
lease have been satisfied, the effective date of this lease shal l be the date found on Page I. 

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

40 . See attached Exhibit "A" for add itional provisions. 

LEGEND NATURAL GAS IV, LP A CERTIFIED COPY 
IF IT BEARS THE SEAL OF THE COUNTY CLERK 
ATTEST: ?f"-!9-dibt'l 

LINDA McDONALD, COUNTY CLERK 
e Presiden t CULBE SON COUNTY, T S 

TATE OFTEXA 

/? 
8Y: .. •f /C::: ~~~ 
Indi vidually and as agent fo r the State of Texas 
Roddy L. llarTiso n, Trustee of the H a r-riso n T r·ust 
Und e r Trust Indenture dated 04/25/96, as amended 

DATE: 7- ;z_ q' -// 

STATE OFTEXA 

OU TV OF IIARRI 

..p~~~~:;z'l~~:s:::..uEPUTY 

TATE OFTEXA 

BY:~-..--.------~~-=--~~--­
lnd ividually and as agen t for the State ofTexas 

DATE: ________________________ _ 

(CORPORATE A Ct< OWLEOGM E 'T ) 

BEFORE ME, the undcrs rgned authority, on this day p~.:rsonally appeared Car l Wimberley J.-no11n to me to be the person whose name 
is subscribed to the foregoing instrument, as Vice President of Legend :~tu r·:~ l Gas IV. LJ>, a Delaware limited par1ner~hrp, and acknowledged to 
me that he executed the same for the purposes and consideration therein expr~.:ssed, in the capacity stated, and as the act and do.:~.:d of sard partne~hip 

Givo.:nundo.:r my hand and seal ofonicc this the c;)t'\. day of~· 2011 

''''""'' /;.~~~~.' ~~~~~ CASSANDRA FAYE VAlK 
~ i j ~ Notary Public, State of Texas 
\~~·· .. ·~~~ My Commrssion Exprres 
,,,,M,itl~··· Jun~ 01 , 20 13 

Notary Public in and for the State of'l EXI\S 

STATE OF TEXAS (I OIVID AL AC Kr OWLEDCM E T) 

0 TV OF REEVE 

Before me, the undt.:rsigncd authori ty, on this day personally appeared Roddy L. Hr~rrison, Trustee of the ll arr ison Tru~t Under Trust Indenture 
d:~ted 04n S/96, r~s amended known to me to be the person whose name rs subscribed to the foregoing rnstrumo.:nt, and aci-nowledgcd to me that they 
executed the same for the purposes and consideration therein expressed ;:NA 

Gi•"~:ndo. my hnnd nnd ' "'of offioo thi' '"' 4 dny of t:W;~S ()' ~ 
•• • 

Notary Publrc) n and for the State of J'EXI\S 

.. • :·. - 9 -
• • • 



.. 
EXHIBIT "A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED AUGUST 1, 2011 , BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, RODDY L. HARRISON, TRUSTEE OF THE HARRISON TRUST UNDER TRUST 
INDENTURE DATED 014/25/96, AS AMENDED, AS LESSOR, AND 

LEGEND NATURAL GAS IV, LP, AS LESSEE 

The provisions of this Exhibit shall prevail and control over any inconsistent language 
contained in the foregoing provisions of said lease. 

41 . Lessor has advised that certain, specific, individual(s) shall not be allowed access to the lands herein described. 
Lessee hereby agrees to restrict access to the specific ind ividual(s) defined by Lessee. Lessor agrees to deliver by 
wri tten requ est notice to Lessee of the specific individual(s) to be denied access. 

42. At the end of the primary term, this lease shall terminate as to all of the above described land, except as to each 
proration unit allocated for production allowable purposes under the rules and regulations of the Railroad Commission of 
the State of Texas, or other governmental authority having jurisdiction to each well producing oil and/or gas in commercial 
quantities, and as to each such proration unit. as to all depths 100 feet below the base of the deepest formation from 
which such production is being obtained on such proration unit unless Lessee commences that actual drilling of an 
additional well within one hundred eighty (180) days of the last to occur of (i) the expiration of the primary term (only if a 
well was completed prior to the expiration of the primary term) or, (ii) the date that any well actually being drilling at the 
expiration of the primary term is completed as a well capable or producing oil and/or gas in commercial quantities or as a 
dry hole, and thereafter Lessee sha ll continuously develop the above described land with no more than one hundred 
eigh ty days elapsing between the date one well is completed as a well capable of producing oil and/or gas in commercial 
quantities or as a dry hole and the date the actual dri lling of the next succeeding well commences, until said land has 
been drilled to the density necessary to obtain the maximum production allowable per well under the rules and regulations 
of the Railroad Commission of Texas. or other governmental authority having jurisdiction. Upon the cessation of such 
continuous development, this lease shal l term inate except as to each proration unit allocated as aforesaid upon which a 
well is producing oil and/or gas in commercial quantities. At the end of the primary term or the date that this lease shall 
expire as to any part hereon, whichever is later, Lessee shall select and designate a producing unit around each 
producing oil and gas wel l. The acres in each unit are to be limited to or expanded to conform with the minimum area 
provided for or established directly or indirectly, in the applicable rules and regu lations of the regulatory authority having 
jurisdiction of the premises with reference to the spacing of wells or the size of producing wells. A well shall be deemed to 
have been completed on the first to occur of (i) the date the completion or plugging report required by the Railroad 
Commission of the State o f Texas or other governmental authority having jurisdiction is filed, or, (ii) thirty (30) days after 
the completion rig that drilled the relevant well is released from the well location . 

••• ••• • • •• 
• • • • • • • 
• • • • • • • - 10 -• • • • • • • • • 
•• •• • • • • • 
• • • ••• • 
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THE STATE OF TEXAS 

CO UNTY OF CULBFRSON T, Linda McDonald , Clerk of the County Court in an 

for said County and Stale, do hereby certify that the foregoing is a true and 

correct copy o f A/-Yb415 ./gC'.5¢:. dated J?- 5 -dib/1 
--==- fi led fo r record in my office this~ day of ~ 
~ at ..3- ¥...:? fJ .M, under Clerk's File No. tb /2.3 to be 

recorded in the ?Jif r b a ...S Records of Culberson Count)' 

Texas. / 9 
TO C ERT:WHICH, Wlm"' my h"d " .' •~I " ' ' " Hom lhl• - . - -

day of ~ A v9z:v' I 
· LINDA McDONALD. COUNTY CLEIU 

By 7£~ ~ Deputy CULB ERSON COUNTY, TEXAS 

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



Legend Natural Gas IV, LP 
410 W. Grand Parkwa South Suite 400 • Kat CHECK NO. 00 2319 

109 - AP- 3813 09/ 26/ 11 CKR092611 8921925.00 0 . 00 8921925 . 00 

f 

Harrison Ranch Culberson County Leases Blk 113, Sections : 8, 9, 10, 
13, 14, 15, 16, 19, 20, 21, 22, 24 Blk 114, Sections : 12, 13, 22, 23, 
24 Blk 111, Sections: 1, 4, 5 

CLAY JOHNSON 

General Land Office - State of Texas 

1 

FIRST NATIONAL CH Filing Fees-Harrison-Legend 

1270J 305 

9/26/2011 

~ ..:;'. cfu v 
~\ •' ( >- \ _,____ 

) o- ' 

• r 

15067 

225.00 

225.00 

1161 Texas General Land Office 09/29/11 8,921,925 . 00 

BOL0 -100 
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· Clay Jo.hns.Oil & Gas Properties 

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

AAPL-CPL 

September 26, 20 11 

GENERAL LAND OFFICE 
Stephen F. Austin Bldg. 
1700 North Congress Ave. 
Austin, TX 7870 1 

Attn: Mr. Drew Reid 

Dear Drew: 

Re: Relinquishment Act Lease Culberson 
County, Texas 

Find enclosed for your fi les and further handling a certified file stamped copy of the 
following described Relinquishment Act Oil and Gas Lease: 

1) Oil and Gas Lease dated July 29, 201 1, by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67190, Culberson County, Texas. 

Oil and Gas Lease covers All of Section 8 and 9, Block 113, Public School Land Survey, 
Save and Except that Portion of Bexar Preemption Survey 199, lying within the 
boundaries of Section 8 and 9, (840.00 net acres). 

States 1/2 Bonus: $ 840,000.00 

2) Oil and Gas Lease dated July 29, 2011 , by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67191 , Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 113. Public School Land Survey 
Section 10: All 
Section 16: All 
(960. 00 net acres) 

States l/2 Bonus: $ 960,000.00 



, ' 

3) Oil and Gas Lease dated July 29, 2011 , by and between The State ofTexas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67192, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 114, Public School Land Survey 
Section 12: All 
Section 13: All 
(960. 00 net acres) 

States 1/2 Bonus: $ 960,000.00 

4) Oil and Gas Lease dated July 29, 2011, by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 61793, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 114. Publie-School Land Survey 
Section 22: All 
Section 23: All ff\ d- \ \3 e:J~o 
(960.00 net acres) 

States 112 Bonus: $ 960,000.00 

5) Oil and Gas Lease dated July 29, 2011 , by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67194, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 114. Public School Land Survey 
Section 24: All 

Block 113, Public School Land Survey 
Section 19: All 

Block 111. Public School Land Survey 
Section 5: N/143.7 acres 
(1,067.775 net acres) 

States 112 Bonus: $ 1,067,775.00 



' . 

6) Oil and Gas Lease dated July 29, 2011, by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67195, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 113, Public School Land Survey 
Section 20: All 
Section 21 : All 

Block 111, Public School Land Survey 
Section 4: N/392.2 acres 
(1 ,254.1 5 net acres) 

States 1/2 Bonus: $ 1,254,150.00 

7) Oil and Gas Lease dated July 29, 2011, by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67196, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 113. Public School Land Survey 
Section 15: All 
Section 22: All 
(960.00 net acres) 

States 1/2 Bonus: $ 960,000.00 

8) Oil and Gas Lease dated July 29,2011, by and between The State of Texas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67197, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 113. Public School Land Survey 
Section 24: All 

Block 11, Public School Land Survey 
Section 1 : All 
(960.00 net acres) 

States 1/2 Bonus: $ 960,000.00 



I ' 

\ 

9) 

, 
Oil and Gas Lease dated July 29, 2011 , by and between The State ofTexas, acting by and 
through its agent, Roddy L. Harrison, Trustee of the Harrison Trust under Trust Indenture 
dated 4-25-96, as Amended, as Lessor and Legend Natural Gas IV, LP, as Lessee, File 
Stamp 67198, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 113, Public School Land Survey 
Section 13: All 
Section 14: All 
(960.00 net acres) 

States 112 Bonus: $ 960,000.00 

STATES TOTAL 112 BONUS FOR ALL NINE LEASES:$ 8,921,925.00 

Above I have broken out what each lease covers and the State of Texas' 112 Bonus that 
they are to receive under each Oil and Gas Lease. 

Please find enclosed, a payment for the State's 1/2 bonus due for the first 3 years for the 
above nine (9) Oil and Gas Leases in the amount of$8,921,925.00. 

To cover the required filing fees for handling this matter find enclosed Clay Johnson 
Check in the amount of $225.00 made payable to the order of General Land Office - State of 
Texas. 

WCJ/cj 

Enclosures: 





TE X./~. § 

June 6, 2012 

Carl Wimberly 
Legend Natural Gas fV, LP 
410 W. Grand Parkway South, Suite 400 
Katy, Texas 77494 

Re: tate Lease MF 113598A 

Dear Mr. Wimberly: 

] ERRY PATTERSO \ COMMISSIO JER 

RAL Lease dated July 29, 20 I I recorded File 6 I 793, covering 
Sec. 22, 23, Blk I 14, PSL Survey, Culberson County, TX, 
Harrison Trust, agent for State of Texas, Lessor 

The certified copy of the Relinquislunent Act lease covering the above referenced tract has been approved 
and filed in our records under Mineral File numbers MF-113598A. Please refer to this lease number when 
making payments to the State and in all future correspondence concerning the lease. Failure to 
include the mineral file number may delay processing of any payments towards the lease. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section I O(B) which requires submission of written notice for all 
drilling, production and related activities. When forms are filed with the Texas Railroad Commission, they 
are required to be submitted to the General Land Office as well. Examples are W-1 , Application to Drill; W-
2, Oil Well Completion Report and Log; G-1 , Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12. 
inc lination Report; electric logs; directional surveys. 

Chapter 52 of the Texas atural Resources Codes specifies that the surface owner's right to receive a portion 
of the revenues generated by the lease shall be in lieu of a ll damages to the soil. Therefore, any payments 
made for surface use or damages other than the authorized damages set out in the lease form must be shared 
equally with the state. 

Of your remittance of$8,921,925.00, $960,000.00 has been applied to the State's portion of the cash bonus. 
ln addition, we are in receipt of the filing fee. However, we are not in receipt of the $ 100 processing fee, 
which we request you send as soon as possible. 

Sincerely yours, 

Drew Reid 
Mineral Leasing, Energy Resources 
(5 12) 475- 1534 
drew.reid@glo.texas.gov 

Stepht:n 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. . t I 5-S 0( <J 



PETROHAWK ENERGY CORPORATION 1 0 4 0 3 3 
~OOO~UI31ANASTREET, SUITE5600 · HOUSTON,TX770~0~2~8~32~-2~04~-~27~87~~~~~~~~~~C~H~E~C~K~N~O~. ~~~~~~~ 
r REFERENCE INVOICE DATE INVOICE NO. INVOICE AMT. + PRIOR PAYME_NT---+-- DISCOUNT t AMOUNT PAID 

KCS07JUN2012- 6/4/12 1019 480.00 480.00 

LAND2 DELAY RENTAL-TX1703-047 

12713031 

VENDOR 

... ... .·. ·:· .·. 
• • • • • •• . : . . . . .. , ~ ( 

--'-~-------": • • • • • • :~· - ··. l- ... ~-'--~~~~-
tHECK DATE TOTAL 

437294 COMMISSIONER Of THE TEXAS 06/08/12 $480.00 



. PETROHAWK ENERGY CORPORATION 
1000 LOUISIANA STREET SUITE 5600 • HOUSTON TX 77002 832-204-2787 CHECK NO. 

104033 
' 

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

KCS07JUN2012- 6/4/12 1019 480.00 480.00 
LAND2 DELAY RENTAL TX1703-047 

!Vt~ !135qg ~ ~ 12713C 31 

, . · .. ··a ·t f' 
( ~~~~'.: '\\) \' ·~; t; , I , • " 

~ JUN 1~ 

12 r 
VENDOR CHECK DATE 

TOTAL I 
437294 COMMISSIONER OF THF TFX AS nR/nAL1? S480.00 

BOL0-200 

WARNING: DO NOT ACCEPT THIS DOCUMENT UNLESS YOU CAN SEE A WATERMARK. 

PETROHAWK ENERGY CORPORATION BankofAmerlca~ 104033 ACCOUNTS PAYABLE DISBURSEMENT ACCOUNT 
1000 LOUISIANA STREET, SUITE 5600 

HOUSTON, TX 77002 
832-204-2787 

PAY Four Hundred Eighty Dollars And Zero Cents ....... ... . .. .. 

TO THE 
ORDER 
OF 

COMMISSIONER OF THE TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
STEPHEN F AUSTIN STATEOFFICE BUILDING 
AUSTIN, TX 78701 USA 

64 · 12781611 Gil 

DATE 

06/08/12 .1.2713031 

AMOUNT $********480.00 

VOID AFTER 180 DAYS 



June 11, 2012 

Commissioner of the Texas 
General Land Office 
1700 North Congress Avenue 
Stephen F. Austin State Office Bldg. 
Austin, TX 78701 

Re: Annual Delay Rental 
State of Texas Lease 
Recorded: Bk. 106, Pg. 530 
Culberson County, Texas 

Gentlemen: 

PETROH~_> 

Enclosed please find check #104033 in the amount of $480.00 to cover annual delay rental for above captioned 
agreement. I kind ly request that you acknowledge receipt of this payment by signing and dating in the spaces 
provided below and return in the provided envelope. 

Thank you for your attention to this matter. Should you have any questions, I can be contacted at (918) 497-4536. 

Sincerely, 

~~ 
Theresa Skelton 
Lease Analyst 

Enclosures 

ABOVE PAYMENJM~cJN~JLqlkEo ON 
THIS __J DAY OF _ ____ _J 2012 

By: ~R_E_N_T:_A_L_P_A_Y_M_E_N..:....:T __ 

Lease TX 1703-04 7/ 002 

••• ••• • ••• • • • • • • • • • • • • • • • • . ~ .. . . .. 
6100 South Yale, Suite 500 ·Tulsa, OK 74136 · Ph: 918.488.8283 . .-x: 911 8.488.€ 182' 

www.petrohawk.com · www.bhpbilliton.com 

• • • • • •• • •• 
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