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TransactDI # 7470 

Lassor: 

1..8SS8B: 

Roddy L. Harrison 

Legend Natural Gas 

lfAIEIEIC.._ 

Coonty 
CULBERSON 

CULBERSON 

CULBERSON 

TERMIIIHIEI 

Prinary TBMit 

Boous/ Acre: 

RantaVAcre: 

Royalty: 

3 years 

PB# 
07-033104 

07-032800 

07-032285 

.., 

$2,000.00 

$1 .00 

1/4 

HAL REVIEW SHEET 

Base FIB '*' Part 
135679 

135674 

143965 

all 

all 

all 

GeoDjSt: 

Laase Data: 7/29/2011 

Gross Acres: 1423.7 

Net Acres: 1067.775 

Sac. BD:k Twp survay 
24 114 00 PUBLIC SCHOOL LAND 

19 113 00 PUBLIC SCHOOL LAND 

5 111 00 PUBLIC SCHOOL LAND 

TERMI RRII1.,_. 

Prinary Tarm 3 years ---, 
Boous/ Acre $2,000.00 

RantaVAcra I $1.00 

Royalty 1/4 

Abst# 
5127 

5122 

6398 

CII1PAiaONI 

MF# 
MF111134 

1..88SB8 Data Tarm Boous/ Ac. RantaVAc. Royalty Dlstanca 
Legend Natural Gas IV, LP 5/25/2010 [5 years f $423.00 $1 .00 1/4 Lastl..aase 

Clc.'( .Jvh..,~OYI 7 ~Q-tf J [£"Yd [$ 1]00·0~ 

:=1 ~_j L I ~.-1 -----~ I.____.J ~====::::: 
I I I [ I [ 
~ ._ l Jl I .....--[ ---.... 

&onlnllltB: 180 day continuous drilling starts at the end of the primary term 

Approvad: ---,v;-- 1v UD lt 

Monday, October 10, 2011 
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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 

Loui s Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leas ing 

Tracey Throckmorton, Geoscience Manager 

Applicant : Legend Natural Gas 

Prim. Term: 3 years Bonus/Acre 

Royalty: l/4 Rental/Acre 

Consideration 

Recommended: -;;;-

Not Recommended : ----

DATE: 

County: 

$2,000.00 

$ 1.00 

Comments: 180 day continuous drill ing starts at the end of the primary term 

vk:e Form 

Recommended : fZ il'~ _ ...:....._ __ 
Not Recommended : ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ 

Not Recommended: ----

Recommended : 
-tf-'1-4-"--'--

Not Recommende 

Approved : -L-L--

Not Approved : ___ _ 

Date: __ I o-J-/~-'-~-''--

Date: / tO - 2-6- / I 

Date: 

Date: \o\i'i-t~\\ 
----~----.,.,."0--

1 0-0ct- 11 

CULBERSON 



File No. 

R)4 L RS~ .b c:~ 
Date Filed: ICD/Io f 1 1 
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By (711 



General Land Ollicc 
Rcllnqu•shrncnl Acl Lease Forrn 
Rcv1scd, Scplcmbcr 1997 

O IL AN D GASLEA E 

T illS AGREEMENT is made and entered into this __ "'-"-'"'-'--­
its agent , RODDY L. HARR I ON, TRU TE E OF 
04/25/96 A AMENDED P.O. Box 1908 Pecos Texas 79772 
____________________________________ said agent 

(G ive Permanent Address) 

DATED 

herein referred to as the owner of the so il (whether one or more), and ___,L~E:'=G:-71'7-'~N~D'""'N'-'-'-'A'--'T~U""'7-!R"-A,_,L~G!..!A-=,...:.I-;V:-'-7L~P'-:-:=---------
------------------------of ____ ~471~0~VV~.~G~r~a~n~d ~P~a~rk~- w~a~y~S~o~u~th~.~S~u~it~e~4~0~0~-------

Kat Texas 77494 
(Give Permanent Address) 

hereinafter cal led Lessee. 

I. GRANTING CLAUSE For and in consideration of the amounts stated below and of the covenants and agreements 
to be paid, kept and performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby 
grants, leases and lets unto Lessee, for the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe 
lines, building tanks, storing oil and bui lding power Stat ions, telephone lines and other Structures thereon, to produce, save, take care 
of, treat and transport said products of the lease, the following lands situated in Cu lberson County, State ofTexas, to-wit: 

131ocl< 114, Public chool Land Stu·vcv 13lock Ill , Public School Land ut·vcv 
Section 24: All cction 5: N/ 143.7 acres 

13lock 113, Public c hool Land Survey 
Section 19: All 

Con taining 1,423.70 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: One Million Sixty-seven Thousand Seven Hundred Seventy-five and No/ 100------
Dollars ($ I 067 775.00 ) 

To the owner of the soil: One Mil lion Sixty-seven Thousand Seven ll undred Seventy-five and No/ 100-----­
Dollars ($ I 067 775.00 ) 

Total bonus consideration : Two Mill ion One Hundred Thirty-five Thousand Five Hundred Fifty and No/ 100-----­
Dollars ($ 2. 135.550.00 ) 

The total bonus considerat ion paid represents a bonus of __ ..,..·.!..r.:.:.w_,o_T,_,I_,_,lo""u,_,s!!.ar,_,ld~a:-:nd~N::>o,_/.!..1 0"'0,_-_--_-_--_--_-_--_--_--_-__________ _ 
Dollars($ 2 000.00 ) per acre, on I .067.775 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of T hree (3) years from this 
date (herein ca lled pri mary term") and as long thereafter as oil and gas, or either of them, is produced in paying quant ities from said 
land. As used in this lease, the term "produced in paying quantities" 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 RENTA LS. If no well is commenced on the leased premises on or before one (I) year from this date, this 
lease shall terminate, un less on or before such anniversary date Lessee shall pay or tender to the owner of the soi l or to his credi t in the 
Pay direct to Lessor at the above address £3ank, at , or its successors (which shall 
continue as the deposi tory regardless of changes in the ownership of said land), the amount speci fied below; in add ition, Lessee shall 
pay or tender to the COM MISSIONE R OF T i lE GENERAL LAND OFFICE OF Ti lE STATE OF TEXAS, AT AUSTIN, TEXAS, a 
like sum on or before said da te. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the 
commencement of a well for one ( I) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the so il : Five l lundred Thirty-three and 891100--------------------------------------
Do llars ($ 533.89 ) 

To the State ofTexas: Five ll undred Thirty-three and 89/ 100--------------------------------------
Dollars ($ 533.89 ) 

Total Renta l: One Thousand Sixty-seven and 7811 00------------------------------------------
Dollars ($ I 067.78 ) 
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In ~ like manner and upon li ke payments or tenders annually, 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 ren tal to the owner of the soil may be made by check 
or s ight draft of Lessee, or any assignee of this lease, and may be deli vered on or before the rental paying date. If the bank designated 
in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for 
any reason fail or refuse to accept rental , Lessee shall not be held in defaL.It for failure to make such payments or tenders of rental until 
thirty (30) days after the owner of the so il shall deliver to Lessee a proper recordable instrument naming another bank as agent to 
receive such payments or tenders. 

4. PRODUCTION ROYALTI ES Upon product ion 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( l/2) of such royalty to the owner of the soil: 

(A) OIL. Roya lty payable on oil , which is defined as including all hydrocarbons produced in a liquid form at the mouth 
of the well and also as all condensate, distillate, and other liqu id hydrocarbons recovered from oil or gas run th rough a separator or 
other equipment, as hereinafler provided, shall be 114th part or the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be determined by I) the highest posted price, plus 
premium, if any, offered or paid for 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 prem ises 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 convent ional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means wi ll be recovered. The requirement that such gas be run through a separator or other equipmem may be 
waived in writ ing by the roya lty owners upon such terms and condi tions as they prescribe. 

(13) NON PROCESSED GAS. Roya lty on any gas (i ncluding flared gas), which is defined as all hydrocarbons and 
gaseous substances not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with 
respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be !/4th par1 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 lor gas of comparable quali ty in the genera l area where produced and 
when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base in 
measuring the gas under th is lease shall not at any time exceed 14.65 pou nds per sq uare inch absolute, and the standard base 
temperature shall be six ty (60) degrees Fah ren heit , correction to be made for pressure according to Boyle's Law, and fo r specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the 
time of test ing. 

(C) PROCESSED GAS. Royalt y on any gas processed in a gasoli ne plant or other plant for the recovery of gasol ine or 
other liquid hydrocarbons shall be 114th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at 
the option of the owner of the soil or the Commissioner of the General Land Office. All royalties clue herein shall be based on one 
hundred percent (I 00%) of the total plant production of residue gas auributable to gas produced from this lease, and on fifty percent 
(50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons attributable to 
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 affi liate) 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 negotiated at ann's 
length (or if there is no such third party, the highest percent then being specified in processi ng agreements or contracts in the industry), 
whichever is the greater. The respective royalties on residue gas and on liqu id hydrocarbons shall be determined by I) the highest 
market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid 
or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which wou ld 
have been due had the gas not been processed. 

(D) OTIIER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas 
(excepting liqu id hydrocarbons) whether sa id gas be casi nghead, "dry," or any other gas, by fractionating, burn ing or any other 
processing sha ll be 114th part of the gross production of such products, or the market value thereof, at the option of the owner of the 
soil or the Comm issioner of the General Land Office, such market value to be determined as fo llows: I) on the basis or 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 arc produced; whichever is the greater. 

5. MIN IMUM ROYALTY . During any year afler the expiration of the primary term of th is lease, if this lease is 
maintained by production, the royalties paid under this le1se in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be clue and payable on or before the last day of the month succeeding the anniversary 
date of th is lease a sum equal to the total annual rental less the amoum of royal ties paid during the preceding year. If Paragraph 3 of 
this lease does not specify a delay rental amou nt, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. 

••• ••• • • •• e • • • • • • • 
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6. ROYALTY IN K IND. Notwi thstanding any other prov ision in this lease, at any t ime or from time to time, the 
owner of the soi l or the Commissioner of the General Land Office may, at the option of ei ther, upon not less than sixty (60) days 
notice to the holder of the lease, require that the payment of any roya lt ies accruing to such royally owner under this lease be made in 
kind. The owner o f the soil's or the Commissioner o f the Genera l Land O ffice's right to take its royalty in kind shal l not dim in ish or 
negate the owner of the soil's or the Commiss ioner of the General Land O ffice's rights or Lessee's obl igations, whether express or 
implied, under this lease. 

7. NO DEDUCT IONS. Lessee agrees that all roya lt ies accru ing under this lease (i ncludi ng those paid in kind) shall be 
w ithout deduction for the cost o f producing, gathering, storing, separating, trea ting, dehydrating, compressing, processing, 
transporting, and otherw ise making the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay 
royal t ies on the gross va lue rece ived, including any reimbursements for severance taxes and production related costs. 

8. PLANT FUEL AN D RECYCL ED GAS. No royalty shall be payable on any gas as may represent th is lease's 
proportionate share o f any fuel used to process gas produced hereunder in any processing plant. Not withstanding any other provision 
of this lease, and subject to the writ ten consent of the owner of the soil and the Commissioner of the General Land O ffice, Lessee may 
recycle gas for gas lift purposes on the leased premises or for inject ion into any oi l or gas producing formation underlying the leased 
premises after the liquid hydrocarbons contained in the gas have been removed; no royalt ies shall be payable on the recycled gas until 
it is produced and so ld or used by Lessee in a manner which entitles the royally owners to a royalty under th is lease. 

9. ROYALT Y PAYMENTS AND REPORT S. A l l royalt ies not taken in kind shal l be paid to the Commiss ioner of the 
General Land Offi ce at Austin, Texas, in the following manner : 

Payment of royalty on product ion o f oi l and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 
provide that royalty on oi l is due and must be received in the General Land O ffice on or before the 5th day o f the second month 
succeeding the month of production, and royalty on gas is due and must be received in the General Land O ffice on or before the 15th 
day o f the second month succeeding the month of production, accompanied by the affidavit o f the owner, manager or other authorized 
agent, completed in the form and manner prescribed by the General Land O ffi ce and showing the gross amount and dispos ition of all 
oil and gas produced and the market value of the oil and gas, together w ith a copy of all documents, records or reports confirming the 
gross production, disposition and market value including gas meter readings, pipeline receipts, gas l ine receipts and other checks or 
memoranda of amount produced and put into p ipelines, tanks, or pools and gas l ines or gas storage, and any other reports or records 
which the General Land O ffice may require to veri fy the gross production, disposit ion and market va lue. In all cases the authori ty of a 
manager or agent to act for the Lessee herein must be fi led in the General Land Office. Each royally payment shal l be accompan ied 
by a check stub, schedu le, summary or other remiuancc advice show ing by the assigned General Land Office lease number the amount 
o f royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then 
Lessee owes a penalty of 5% on the royalty or $25.00, wh ichever is greater. A royalty payment which is over thi rty (30) days late 
shall accrue a P.enalty of 10% of the roya lty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest 
at a rate of 12y. per year, such interest w il l begin accru ing when the royalty is sixty (60) days overdue. Affidavits and support ing 
documents which arc not fil ed when due shall incur a penalty in an amount set by the General Land Office administrat ive rule which 
is ef fective on the date when the affidavits or supporting documents were due. T he Lessee shal l bear all responsibili ty for paying or 
causing royalties to be paid as prescr ibed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right o f forfeiture as provided by law nor act to postpone the date on which royalt ies were originally due. The 
above penalty provisions shall not apply in cases o f t itle dispute as to the State's portion of the royal ty or to that portion of the royalty 
in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annual ly furn ish the Commissioner o f the 
General Land O ffice w ith its best possib le esti mate of oil and gas reserves underlying th is lease or al locable to th is lease and shall 
furn ish sa id Commiss ioner w ith copies of al l contracts under which gas is so ld or processed and all subsequent agreements and 
amendments to such contracts wi th in th irty (30) days after enteri ng into or mak ing such contracts, agreements or amendments. Such 
contracts and agreements when received by the General Land Office shal l be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. A ll other contracts and records pertain ing to the production, transportat ion, sa le and marketing of the 
oi l and gas produced on said premises, incl uding the books and accounts, receipts and discharges of all wel ls, tanks, pools, meters, and 
pipelines shall at all times be subject to inspection and exam ination by the Commissioner o f the General La nd Offi ce, the Attorney 
General, the Governor, or the representati ve o f any or them. 

( 13) PERM ITS, DRILLING RECORDS. Written notice o f al l operations on this lease shal l be submitted to the 
Commissioner o f the General Land O ffice by Lessee or operator fi ve (5) days before spud date, workover, re-entry, temporary 
abandonment or p lug and abandonment o f any well or wells. Such wr itten notice to the General Land Offi ce shal l include copies o f 
Railroad Commiss ion forms for appl icat ion to dril l. Copies o f well tests, completion repor1s and plugging reports shal l be supplied to 
the General Land Office at the time they are fi led with the Texas Rai l road Commission. Al l applications, permits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Rai lroad Commiss ion or 
any other governmental agency shall include the word "State" in the title. A dditionally, in accordance with Rai l road Commission 
rules, any signage on the leased premises for the pu rpose of ident i fy ing wells, tank baueries or other associated improvements to the 
land must also include the word "State. " Lessee shal l supply the General Land Offi ce with any records, memoranda, accounts, reports, 
cuttings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioact iv ity survey 
made on the bore-hole section, from the base of the sur face 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 ,...,ith in fi fteen ( 15) days after 
the mak ing of said survey. A CERTIFIED COPY 
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(C) PENAL TIES. Lessee shall incur a penally whenever reports, documents or other materials are not fil ed 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 Oflice. 

II. 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, Lessee should drill a dry hole or holes thereon, or if during the 
primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof 
shou ld cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of product ion Lessee commences additional drilling or reworking operations thereon, or pays or tenders rhe 
next annual delay rental in the same manner as provided in this lease. If, during the las t year of the primary term or wit hin sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any ca use, Lessee's rights 
shall remain in fu ll 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 of the primary term , Lessee may maintai n this lease by conducting addi tional drilling 
or rework ing operat ions pursuant to Paragraph 13, us ing the expiration of the primary term as the date of cessation of production 
under Paragraph 13. Should the first well or any subsequent well dri lled on the above described land be completed as a shut-in oil or 
gas well within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the rental paying date following the expiration of s ixty (60) days from the date of completion or such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expira tion of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWORK ING AT EX PIRATION OF PRIM ARY TERM . If, at the expi ration of the primary 
term, ne ither oil nor gas is being produced on sa id land, but Lessee is then engaged in dri ll ing or reworking operations thereon, this 
lease shall remain in force so long as operations on said well or for drill ing or reworking of any additional well are prosecuted in good 
fa ith and in workmanlike manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oi l and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oi l or gas well roya lties or compensatory roya lt ies is made as provided in this lease. 

13. CESSATION, DR ILLING, AND REWO RKI NG. If, after the expiration of the primary term , production of oil or 
gas from the leased premises, after once obtai ned, shou ld cease from any cause, this lease shall not terminate if Lessee commences 
addit ional drill ing or reworking operations with in sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good fai th and in workmanlike manner without interrupt ions totaling more than sixty 
(60) days. If such drill ing or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises in pnying quantities or payment of shut-in oil or gas well royalties or 
payment of compensatory royalties is made as prov ided herein or as provided by law. If the drilling or reworking operations result in 
the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drill ing or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee cont inues 
drilling or reworking operations in good fai th and in a workmanl ike manner without interruptions totaling more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within th irty (30) days of any cessat ion of production. 

14 . SII UT-IN ROYAL TIES. For purposes of this parngraph, "we ll" means any well that has been assigned a well 
number by the state agency havi ng j urisdiction over the production of oil and gas. If, at any time after the expi ration of the primary 
term of a lease that , until being shut in, was being maintained in force and effect , a well capable of producing oi l or gas in paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a 
suitable market, then Lessee may pay as a shut-in oil or gas roya lty 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 does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($ 1.00) per acre. To 
be effective, each initial shut-in oi l or gas roya lty 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 Lessee completes a drill ing or reworking 
operation in nccordance with the lease provisions; whichever date is lates t. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half (ll2) to the owner of the soil. If the shut-in oi l or gas royalty is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of 
the primary term , or from the first day of the month following the month in which production ceased, and, aft er that, if no suitable 
production facilities or suitab le market for the oil or gas exists, Lessee may extend the lease for four more success ive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTI ES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in payi ng quantities from a well located withi n one thousand ( I ,000) feet of the leased 
premises and comp leted in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to 
maintain the lease by paying the shut-in oil or gas roya lty shall cease, but the lease shall remain effective for the remainder of the year 
for which the royally has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory roya lly at the royally rate provided in the lease of the market va lue 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 
roya lty is to be paid monthly, one-half ( 112) to the Commissioner of the General Land Office and one-half ( 112) to the ovmer of the 
soil, beginning on or before the last day of the month followin g the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located within one thousand ( I ,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oi l or gas royalty, Lessee shall 
pay an amount equal to the difference within th irty (30) cloys from the end of the 12-month period. Compensatory roya lty payments 
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which are not timely paid ~il l accrue penalty and interest in accordance with Paragraph 9 of th is lease. None of these provisions w ill 
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 determ ination of the Commissioner, and with the Commissioner's wriuen approval, the 
payment of compensatory royalties can satisfy the obl igation to drill offset wells. 

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

(A) VERTICAL. In the event th is 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 well capable of 
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (inc luding a shut-in 
oi l or gas wel l as provided in Paragraph 14 hereof), or a wel l upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled un it 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 regu lat ions of the Rai lroad Commission of Texas, or any successor agency. or other governmental 
authority having jurisdict ion. I f at any time after the effective date of the partial term ination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon arc rec lassified so that less acreage is thereafter allocated to said well or wells 
for production purposes, this lease shall thereupon terminate as to al l acreage not thereafter allocated to said well or wells for 
production purposes. Notwi thstanding the terminat ion of this lease as to a portion of the lands covered hereby, Lessee shall 
nevertheless continue to have the r ight of ingress to and egress from the lands still subject to th is lease for all purposes described in 
Paragraph I hereof, together with easements and right-of-way~ for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I hereof (" the retained lands"), for access to and from the retained lands and for 
the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

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

(C) IDENTIFICAT ION AND FILl G. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square with the wel l located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. Within thirty (30) days after partial termination of this 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 cert ified copy of same, shall be fi led in the Genera l Land Orfice, accompanied by the filing fee 
prescribed by the General Land Office ru les in effect on the date the re lease is filed. I f Lessee fai ls or refuses to execute and record 
such release or releases wi thin ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at 
his sole discretion may designate by wriuen instrument the acreage and/or depths to be released hereunder and record such instrument 
at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royal ties paid, or to be paid, under this lease shal l relieve 
Lessee of his obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or 
other agent in control of the leased premises shall drill as many we lls as the facts may justi fy and shall usc appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addition, if oi l and/or gas should be 
produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being drained 
by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the 
drilling of a wel l or wel ls upon the leased premises within I 00 days after the drain ing well or wells or the well or wells completed 
withi n I ,000 feel of the leased premises start producing in commercial quantities and shall prosecute such dril l ing with diligence. 
Failure to sat isfy the statutory offset obligation may subject this lease and the owner of the so il's agency rights to forfeiture. Only 
upon the determination of the Commissioner of the General Land Oflice and with his wriuen approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset wel l or wells required under this 
paragraph. 

18. FORCE MAJEURE. I f, after a good fa ith effort, Lessee is prevented from complying with any express or implied 
covenant of th is lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased 
premises by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then 
while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee shall not be liable for damages 
for failure to comply with such covenants; addi tionally, this lease shall be extended whi le Lessee is prevented, by any such cause, 
from conducting drilling and reworking operat ions or from producing oi l or gas from the leased premises. llowever, nothing in th is 
paragraph shal l suspend the payment of delay ren tals in order to maintain th is lease in effect during the primary term in the absence of 
such dri l ling or reworking operations or production of oi l or gas. A CERTIFIED COPY 
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19. WARRANTY CLA:U SE. 'rhe owner o f the soil warrants and agrees to defend title to the leased premises. I f the 
owner of the so il defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soi l in the 
leased premises by paying any mortgage, taxes or other liens 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 o f these payments from the remal and royalties due the owner of 
the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. I f the owner of the soil owns less than the entire undivided 
surface estate in the above described land, whether or not Lessee's interest is speci lied herein, then the royalties and rental herein 
provided to be paid to the owner of the soil shall be paid to him in the proportion which his interest bears to the entire undivided 
surface estate and the royalties and rental herein provided to be paid to the Commissioner of the General Land Office o f the State of 
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of the 
General Land Office, Lessee or his authorized representative must submit to the Commissioner o f 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 so il. The Commiss ioner of the General Land Offi ce shall be paid the value of the whole production allocable to any 
undiv ided interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. 
l lowever, in no evem shall the Commissioner of the General Land Office recei ve as a royalty on the gross production allocable to the 
undivided interest not leased an amount less than the value of one-sixteenth ( 11 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. I f, 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 of the soil in 
accordance with Natura l Resources Code Sections 52. 151-52. 154, or if at any time after the expiration of the primary term or the 
extended term, this lease covers a lesser number of acres than the total amount described herein, payments that are made on a per acre 
basis hereunder shall be reduced according to the number of acres 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 ca lculated based upon the 
number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of' acres actually 
retained and covered by this lease. 

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

22. AUTIIORI ZED DAMAGES. Lessee shall pay the owner of the soi l for damages caused by its operations to all 
personal property, improvements, li vestock and crops on sa id land. 

23. PIPELINE DEPTH. When requested by the owner of the so il, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now 
on sa id premises without the written consent of the owner of the so il. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to 
prevent pollution. Without l imiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of conta inment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of 
pollution, Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall bui ld 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 fill and leve l all slush pits and ce llars and completely clean up the drilling site o f all rubbish thereon. Lessee shall, while 
conducting operations on the leased premises, keep said premises free o f all rubbish, cans, bottles, paper cups or garbage, and upon 
completion of operat ions shall restore the surface of the land to as near its original condition and contours as i~ practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQU IPM ENT. ubject to l imitations in this paragraph, Lessee shall have the right to remove 
machinery and fixtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred 
twenty ( 120) days after the expirat ion or the termination of this lease unless the owner of the soil grants Lessee an extension of this 
120-day period. llowever, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. 
Additionally, Lessee may not draw and remove casing umi l after 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 machmery, fixtures, or casing which 
are not timely removed by Lessee under the terms of this paragraph. 

27. (A) A S IGNMENTS. Under the cond itions contained in this paragraph and Paragraph 29 of this lease, the rights 
and estates of either party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. However, a change or division in ownership of the 
land, rentals, or royal ties will not enlarge the obligations of Lessee, diminish the rights, pri vileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soi l (or his 
heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, 
inc luding the original recorded munirnents 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 of the interest assigned, relieve and discharge Lessee of all 
subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay 
rentals shall be apportioned as between the several owners ratably, according to the area of each, and fai lure by one or more ofthern to 
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pay his share of the rental"shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the ass ignor or ass ignee does not file a certified copy of such assignment in the General Land Office before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obligations, liabilities, and pena lties owed to the State by the original lessee or any prior assignee of the 
lease, including any liabi lities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil 
acquires this lease in whole or in part by assignment without the prior written approval of the Commissioner of the Genera l Land 
Office, this lease is void as of the time of ass ignment and the agency power of the owner may be forfe ited by the Commissioner. An 
assignment wi II be treated as if it were made to the owner of the soil if the ass ignee is: 

(I ) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the so il 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 empl oyee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnershtp which is the owner of the soi l; 
(6) a fi duciary for the owner of the soi l; includ ing but not limited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil ; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

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

29. FILING OF ASSIGNM ENTS AND RELEASES. If all or any part of this lease is assigned or re leased, 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 count y in which the instrument is recorded, must be fi led in the General Land Office 
within 90 days of the last execution date accompanied by the prescribed filing fee. If any such assignment is not so filed, the rights 
acqui red under this lease shall be subject to forfe iture at the option of the Commissioner of the General Land Office. 

30. DI SCLOSURE 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 execut ion of this lease and the rights and duties of 
the parties. Any collateral agreements concerning the development of oi l and gas from the leased prem ises which are not contained in 
this lease render this lease in valid. 

3 1. FIDUCIARY DUTY. The owner of the soil owes the State a fiduc iary du ty and must fully disclose any facts 
affecting the State's interest in the leased premises. When the interests of the owner of the soil connict wi th those of the State, the 
owner of the soil is obligated to plllthe State's interests before his personal interests. 

32. f-ORF EITURE. If Lessee shall fail or refuse to make the payment of any su m wi thin thi rty days after it becomes 
due, or if Lessee or an authorized agent should knowingly make any false return or fa lse report concerning production or drill ing, or if 
Lessee shall fail or refuse to drill any offset well or wells in good fai th as required by law and the ru les and regulations adopted by the 
Comm iss ioner of the General Land Offi ce, or if Lessee should fa il to fil e reports in the manner required by law or fai l to comply wi th 
ru les and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee 
should refu se the proper authority access to the records pertai ning to operations, or if Lessee or an authorized agent should knowingly 
fa il or refuse to give correct information to the proper authori ty, or knowingly fail or refuse to furnish the General Land Office a 
correct log of any well , or if Lessee shall knowingly violate any of the material provisions of th is lease, or if this lease is assigned and 
the assignment is not fi led in the General Land Offi ce as required by law, the rights acqu ired 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 forfe ited the area shall again be subject to lease under the terms of the Relinqu ishment Act. l lowever, nothing herein shall be 
construed as waiving the automatic termination of th is 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 
satis factory evidence to the Commissioner of the General Land Offi ce of fut ure compliance wi th the provis ions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

33. LI EN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oi l and 
gas produced from the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become 
due under this lease. By acceptance of th is lease, Lessee grants the State, in add it ion to the lien provided by Texas Natural Resources 
Code 52. 136 and any other applicable statutory lien, an express contractual lien on and security in teres t in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fi xtures on and im provements to the leased premises used in connection wi th 
the production or processing of such leased minerals in order to secure the payment of all royalt ies or other amounts due or to become 
due under th is lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
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pro.ceedings in the manner' provid~d in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, auach or 
perfect this lien. Lessee hereby represents that there are no p1 ior or superior liens arising from and relating to Lessee's act ivities upon 
the above-described property or from Lessee's acquisi tion of th is 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 royal ty interest of the owner of the soil under 
this lease with any other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them 
upon the same terms as shall be approved by the School Land Board and the Commissioner of the General Land Office for the pooling 
or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources Code 52.151-52.153. The owner of the 
soil agrees that the inclusion of this provision in this lease sati sfies the execut ion requi rements stated in Texas Natu ral Resources Code 
52. 152. 

35. IND EMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil , 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 action of every nature, or other harm, including environmental harm, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses wh ich are caused by the activities of Lessee, its officers, employees, and 
agents arising out of, incidental to, or resulting fi·om, 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 om ission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the State ofTexas and the owner of the soi l, their officers, employees and agents, their successors or assigns, against any and 
all claims, liabili ties, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort , contract, or strict liability, including auorneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way re lated to Lessee's failure to comply with any 
and all environmental laws; those arisi ng 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 usc of the surface of the leased premises; and those that may arise out of or be occasioned 
by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of Lessee, its directors, officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee 
of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the tate of Texas 
and the owner of the soil , their officers, employees, and agents in the same manner provided above in connection wi th the activities of 
Lessee, its officers, employees, and agents as described above. EXCEPT A OTHERW I E EX PR E LY LIM ITED HERE! , 
ALL OF T il E I OEM tT Y OIJLICATIO A 0 \0 R LIAIJILITI E A UMED UNDE R T il E TERM OF T ill 
ACREEME T HALL IJE WITHOUT LI M IT A 0 W IT HOUT REGA RD TO THE CAU E OR CA E THEREOF 
(EXC LUOI C PR E-EX I T l C CON DIT IO ), T RI CT UAIJ ILITY, OR T il E EC LICE E OF A Y PARTY OR 
PART IE (I C LUDI C T il E EC LICE CE OF Til E I DE I IFIED PARTY), WH ETHER UC H EC LI CE CE IJ E 

O L E, JO I T, CO CUR RE T , ACTIVE, OR PA IVE. 

36. ENV IRONMENTA L IIAZA RDS. Lessee shall usc the highest degree of care and all reasonable safeguards to 
prevent comamination or po llution of any env ironmental medium, including soil , surface waters, groundwater, sedi ments, 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 perm it to remain on the leased premises any asbestos containing materials, explosives, toxic 
materials, or substances regu lated as hazardous wastes, ha.:ardous materials, hazardous substances (as the term "lla.:ardous 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 federa l, state, or local law or regulation (" Hazardous Materials"), except ordinary products 
common ly used in connection with oil and gas exploration and development operat ions and stored in the usual manner and quantities. 
LE EE' VIOLATION OF T HE FORECOI C PRO IIllliT IO HALL CO T ITUTE A MATER IAL llR EACH A 0 
DEFAULT HEREUN DER AND LE EE HALL I OEM IFY, II OLD HARMLE A 0 OEFE 0 Ti lE TATE OF 
TEXA A 0 T il E OWNE R OF Til E O IL FROM A 0 ACA I T A Y CLA IM , DAMAGE , JUDCME T , 
PE ALT IE , LIAIJILITIE , A 0 CO T (I CL 0 1 REA 0 ABLE ATTOR EY ' FEE A 0 CO RT CO T ) 
CAU ED BY O R ARI I C OUT OF (I) A VIOLATIO OF T HE FO RECO I C PROHIIJ IT IO OR ( II) T HE PI1 E E CE, 
RELEA E, O R 01 PO AL OF A Y II AZARDOU MATE RI AL 0 , U OER, OR ABO T T il E LEA EO PREM I E 
DURI NG LE EE' OCCUPA CY OR CO T ROL OF Til E LEA ED PREM I E . LE EE II ALL C LEA UP, 
REMOVE, REMEDY AND REPA IR ANY O IL O il C ROU 0 WATEil CO TAM I AT IO A 0 DAMAGE CAU EO IJY 
T HE PR E ENCE OR RELEA E OF ANY HAZAROOU MATERIALS I , ON, U DER, 011 AIJOUT THE LEA EO 
PREM I ES DURI NG LE EE'S OCCU PANCY OF T il E LEA ED PREMI E I CONFORMA CE WIT H T il E 
REQU IR EMENT OF APPLICAIJLE LAW. Till ' I DEMN IFICAT ION AND A UM PTIO II ALL APPLY, IJUT I 
NOT LIM ITED TO, LI AIJ ILITY FOil RESPO E ACTIO U OERTAKE PU R UA T TO CERCLA O R A Y 
OTII ER E VIRONME TAL LAW O R R ECULATIO . LE EE HAL L IMMED IATELY G IVE Ti lE TATE OF 
TEXA A 0 T il E OW ER OF T HE O IL WRITT E OTICE OF A Y IJREAC H OR U PE TEO llREACH OF TH I 
PARACRAP II , UPON LEAR INC OF T il E PRE E CE OF A Y HAZA RDOU MAT EiliAL , OR PO RECE IVI C 
A OTICE FROM ANY COVE R ME TAL ACE CY PEI'nAI I C TO HAZARDO MATER IAL WH ICH MAY 
AFFECT T il E LEA EO PREMI E . T i lE O ll LICATIO t OF LE EE II ERE OER II ALL RVIV E THE 
EXPIRAT IO O R EA RLI ER TERMINATIO ',FOR A Y REA 0 , OF TH I AGREEM E T. 

37 . APPLICAB LE LAW. This lease is issued under the provisions of Texas awral Resources Code 52.171 through 
52. 190, commonly known as the Relinquishment Act, and other applicable stallltes and amendments thereto, and if any provision in 
this lease docs not conform to these statutes, the statutes wi ll prevail over any nonconforming lease pro~s6~FITIFIED COPY 

IF IT BEARS TI-ff; SEAL OF THE COUNTY CLERK 
•: • •: • • • • • • • •.. ATIEST: ~-19-~ (/ 

• : • : : • • • :• • - 8 - ~ LINDA McDONALD, COUNTY CLERK • • •• : • : • • • • • • • • CULBE ON CO~NTY, T S 

BY ~ DEPUTY 



38. EXECUTION." This oil ana 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 o f the State ofTexas. Once the fi l ing requirements found in Paragraph 39 of this 
lease have been satisfied, the effective date o f this lease shall be the date found on Page I . 

39. LEASE Fl LING. Pursuant to Chapter 9 of the Texas Ousiness and Commerce Code, this lease must be filed of 
record in the office o f the County Clerk in any county in which all or any pan of the leased premises is located, and certified copies 
thereof must be filed in the Genera l Land O ffice. This lease is not effecti ve until a certified copy of this lease (wh ich is made and 
certified by the County Clerk from his records) is fil ed in the Genera l Land O ffice in accordance with Texas Natural Resources Code 
52. 183. Addit ionally, this lease shall not be bind ing upon the State unless it recites the actual and true consideration paid or prom ised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General 
Land Office. 

40. See auached Exhibit ''A" for additional provisions. 

A CERTIFIED COPY 

LEGEND ATURAL GA IV, LP IF IT BEARS THgEAL OF THE COUNTY CLER 
ATIEST: -/9 ~ 2..o // 

TATE OFTEXA 

7 

B't / /'"'" c - ---::. 
lncti vidually nd as a&ent for the State o f' Texas 
Roddy L. Harrison, frustcc of the Harrison T rust 
Undet· Trust Indenture dated 04/25/96, as amended 

DATE: 7- :;::{ Cj' -// 

TAT£ OFT£XA 

0 TV OF IIA RRI 

>resident 

LINDA McDONALD, COUNTY CL 

cu~s 
BY DEF 

I 

TATE OFTEXA 

8Y:~-..--.------~~~--~~--­
Ind iviclually and as agent for the tate ofTexas 

DATE: --------------------------------

( ORPOilATE. ACK OWLEDGM E T) 

BEFORE ME, the undersigned authority, on this day personally appeared arl Wimuerley known to me to be the person whose name 
is subscribed to the foregoing instrument, as Vice President of Legend at ura l Cas IV, LP, a Delaware limited partnership, and acknowledged to 
me that he executed the same lor the purposes and consideration therein cxpressed, 111 the capacity stated, and as the act and deed of said partnership. 

Given under my hand and seal of ollice this the 5'""' day · G..D_~._-\-.:.....__ 

( I DIV IDUA L A K OWLEDGM£ T ) 

OU 'TY OF REEVES 

lk lorc me, the undersigned authority, on this day personally appt'ared Roddy L. ll arrison, Trustee of the llarrison Trust Under Trust Indentu re 
dated O~nS/96, as amended known to me to bc the person whose name is subscnbed to the !orego1ng mstrUim.:nt, and ackno11 lcdged to me that they 
executed Jhe same for the purposes and consideration therein cxp1csscd. _ --: J 

Givcn under my hand and seal of onicc this the 2 day of J Vf!..J.--rt'-1----

- 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 Ex hibit shall prevail and control over any inconsistent language 
contained in the foregoing provisions of said leas e. 

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 individual(s) defined by Lessee. Lessor agrees to deliver by 
written request 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 1 00 feet below the base of the deepest formation from 
which such production is being obtained on such proration unit unless Lessee commences that actua l 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 drill ing 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 shall continuously develop the above described land with no more than one hundred 
eighty 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 drilling 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 Ra ilroad Commission of Texas, or other governmental authority having jurisdiction. Upon the cessation of such 
continuous development, this lease shall terminate 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 sha ll 
expire as to any part hereon, whichever is later, Lessee shall select and designate a producing unit around each 
producing oil and gas well. The acres in each unit are co be limited to or expanded to conform with the minimum area 
provided for or established directly or indirectly, in the applicable rules and regulations 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 requ ired by the Rail road 
Commission of the State of 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. 

A CERTIFIED COPY 
IF IT BEARS TH~EAL ~THE COUNTY CLERK 
ATIEST· - I - .;le?// 

. LINDA McDONALD, COUNTY CLERK 

ecuz~~ 
BY - ~~ DEPUTY 

I 
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Legend Natural Gas IV, LP 
410 W. Grand Parkwa South Suite 400 • Kat TX 77 494 • 281 644-5900 CHECK NO. 002 319 

1 0 9 - AP - 3813 09 /2 6 / 11 CKR092611 8921925.00 0.00 8921925 . 00 
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 

12701305 
CLAY JOHNSON 15067 

General Land Office - State of Texas 9/26/201 1 
225.00 

1 

' 
'IRST NATIONAL CH Filing Fees-Harrison-Legend 225.00 

~=(:pNv-., 

~ \()<..:.! I II:;- ~o 
< 

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

BOL0-100 
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Clay J.ohnson Oit &. Gas Properties 

203 WEST WALL. SUITE 202.MIDLAND, TEXAS 79701 •(432) 684-4110• Ff:\1.. (432) 684-5166 

AAPL-CPL 

September 26, 2011 

GENERAL LAND OFFICE 
Stephen F. Austin Bldg. 
1700 North Congress Ave. 
Austin, TX 78701 

Attn: Mr. Drew Reid 

Dear Drew: 

Re: Relinquishment Act Lease Culberson 
County, Texas 

Find enclosed for your files 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 29,2011 , 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 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 112 Bonus: $ 840,000.00 

2) 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 67191, Culberson County, Texas . 

Oil and Gas Lease covers: 

Block 113. Public School Land Survey 
Section 1 0: All 
Section 16: All 
(960.00 net acres) 

States 112 Bonus: $ 960,000.00 
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3) 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 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 112 Bonus: $ 960,000.00 

4) 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 61793, Culberson County, Texas. 

Oil and Gas Lease covers: 

Block 114. Public School Land Survey 
Section 22: All 
Section 23: All 
(960.00 net acres) 

States 112 Bonus: $ 960,000.00 

5) 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 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: / 143.7 acres 
(1,067.775 net acres) 

States 1/2 Bonus: $~,067,775.00 
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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 
( 1,254.15 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 
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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 1/2 Bonus: $ 960,000.00 

STATES TOTAL 1/2 BONUS FOR ALL NINE LEASES:$ 8,921,925.00 

Above I have broken out what each lease covers and the State of Texas' 1/2 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: 



File No. __ I _l_s_..s_c:r_~-----

uve.rwt-e.t®~ Sl.@ ~5' 

Date Filed:_'l....._}:?._a_),_, ------­
Jerry E. Patterson, Commissioner 

1j.. 
By~~-----------------

.... 



T EX GENE R A L L A 
J ERRY PATTERSO , C OMMISSIONER 

June 6, 20 12 

Carl Wimberly 
Legend Natural Gas IV, LP 
4 10 W. Grand Park-way South, Suite 400 
Katy, Texas 77494 

Re : State Lease MF 113599A 

Dear Mr. Wimberly: 

RAL Lease dated July 29, 20 II recorded F ile 67194, covering 
Sec. 24, Blk 11 4, Sec. 19, Blk. 11 3, N/143 .7 ac Sec. 5, Blk. I ll , 
PSL Survey, Culberson County, TX, Harrison Trust, agent for 
State of Texas, Lessor 

The certified copy of the Re linquishment Act lease covering the above referenced tract has been approved 
and filed in our records under Mineral F ile numbers MF-113599A. 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 responsibil ities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section I O(B) which requ ires 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 We ll Completion Report and Log; W-3, Plugging Report; 
G-5, Gas We ll Classification Report; G- 10, Gas Well Status Report; W-10, Oil Well Status Report; W-12, 
Inc I ination 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 I ieu of all damages to the soil. Therefore, any payments 
made for surface use or damages other than the authorized damages set out in the lease form must be shared 
equally with the state. 

Of your remittance of$8,921,925.00, $1,067,775.00 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. 

Sin~rely yo~~~ 0 
~ ( 

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

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.srate.tx.us 



Date Filed: (o l !1 ~ 
Jerry E~. rP:a~=~----~~-~~ 

By 6-\.-t tterson, Commissiom:r 



PETROHAWK ENERGY CORPORATION 
1000 tOUtSIANA STREET, SUITE 5600 · HOUSTON, TX 77002 832-204-2787 I REFERENCE l iNVOICE DATE t INVOICE NO. __ INVOICEAMT. PRIOR PAYMENT 

CHECK NO. 

DISCOUNT 

KCS07JUN2012- 6/4/12 1025 533.89 

LAND2 DELAY RENTALJfX1703-048 

I 

l 
VENDOR l 43_129A COMMISSIONER OF T HE TEXAS 

••• ••• • ••• • . . : : : : : 
:. :. • • • • :. • ·: }2 \ 

• "- •CHEC~ DA'fE •• ~ 
TOTAL 

------- 06/08/12_ ~ 

104029 
AMOUNT PAID 

-

533.89 



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

104029 . ' 
REFERENCE INVOICE DATE INVOICE NO. INVOICE AMT. PRIOR PAYMENT DISCOUNT AMOUNT PAID 

KCS07JUN2012- 6/4/12 1025 . 533.89 533.89 
LAND2 DELAY RENTAL ~X1703-048 

MF /13~qq 

127 13027 

pt:o:· 
1,1:. JUN 1 

P¥.· ·: 11~ 
3 2012 .U 

\7_ I 
VENDOR CHECK DATE TOTAL I 4~7?Q4 C:OMMI!=\!=\ IO NFB OE II:::JE IEXA!=\ n~tnA/1? 51533.8~ 

BOL0-200 

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

PETROHAWK ENERGY CORPORATION BankofAmerlca~ 
10402~ ACCOUNTS PAYABLE DISBURSEMENT ACCOUNT 

1000 LOUISIANA STREET, SUITE 5600 
HOUSTON, TX 77002 

832-204-2787 

PAY Five Hundred Thirty-Three Dollars And Efghty-Nine 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 GA 

DATE 

06/08/12 1.2713027 

AMOUNT $********533.89 

VOID AFTER 160 DAYS 

1/IJ. ): .~ 
- - - - - - -



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.S40 

Culberson County, Texas 

Gentlemen: 

PETROH~_> 

Enclosed please find check 11104029 in the amount of $533.89 to cover annual delay rental for above captioned 

agreement. I kindly 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, ~ 

c:t.:::lton 
Lease Analyst 

Enclosures 

JUN 1 8 201? 
ABOVE PAYMENT IS ACKNOWLEt)GED ON 
THIS----' DAY OF _____ _, 2012 

By. RENTAL PAYMENT 
· ~ 

Lease TX1703-048/004 

••• ••• • ••• • • • • • • • • • • • • • • • • • •• • • •• 
6100 South Yale, Suite 500 ·Tulsa, OK 74136 ·Ph: 918.488.8283 ·f x: 9, 8.488.8182• 

www.petrohawk.com · www.bhpbilliton.com 

• • • • • • •• • •• 
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Date: 6/19/2017 

To: BHP Billiton Petroleum 
Land Administration 
PO Box 22719 
Houston, TX 77227-9927 
(877) 311- 1443 

Issue Date: 
Property Name: 
Property#: 
Production: 
Operator: 
Legal Description: 

CREDIT TO 
Owner # 80113945 
STATE OF TEXAS GLO 

Mf \ \\\ 32., 
Mr ,,35qq~ 
DIVISION ORDER 

bhpbilliton 
resourcing the future 

6/19/2017 
HS STATE 114-241H 
P1 M815/00501 \ \'.JC\- °3 3D31 
ALL PRODUCTS 
BHP BILLITON PETROLEUM (TXLA OPERATING) 
PSL ABST/ID# 5127 Grantee Blk 114 Sec 24 CULBERSON COUNTY/PARISH, 
TEXAS (652.52 ACRES) 

1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

Decimal 
0.03125000 
0.09375000 

Type 
RI 
RI 

Status 
PAY 
PAY 

Reason Start Date 
5/1/2017 
5/1/2017 



August 23, 20 17 

Broderick Brown 
Division Order Analyst 
BHP Billiton Petroleum 
PO BOX 22719 
Houston, TX 77227-9927 

TEXAS G ENERAL LAND OFFICE 
GEORGE P. BUSH , COMM ISS IONER 

v" 
Re: State Lease Nos. MFI 11132 and MF l 13599 HS State 11 4-24 lH 

Dear Mr. Brown: 

The Texas General Land Office (GLO) has received your Division Order for the referenced unit. 
This Division Order has been filed in the appropriate mineral file. 

The payment of royalties attributable to state-owned mineral and royalty interests is set by 
contract and applicable statutes and rules. The execution of division orders may, in some cases, 
affect the manner in which such payments are made or calculated. Therefore, Title 31, §9.32, of 
the Texas Administrative Code specifies that GLO staff cannot execute a division order or bind 
the state to any terms contained within it. 

Subject to applicable state law and the state's right to take its production in-kind, the GLO 
acquiesces to the sale of oil and gas in accordance with the terms and conditions set out in the oil 
and gas leases. If you have questions concerning this matter, please feel free to e-mai l me at the 
address below my signature. 

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

Thank you, 

~~ 
Vivian Hernandez 
Landman, Energy Resources 
512-475-0428 
512-475-1543 (fax) 
vivian.hernandez@glo.texas.gov 

1700 North Congress Avenue, Austin, Texas 78701- 1495 
P.O. Box 12873, Austin, Texas 787 11 -2873 

512-463-500 I glo. texas.gov 



Fi le No. t1f l \ 3599 
"'. . County 

\-..)\ \J\ S'i Df\ Order 
Date Filed: 3-23-Zot7 

\J 
11George P. Bush, Commissioner 

By .TI. 

1. 



March 27, 2018 

Ms. icole Vail 
Regulatory Specialist 

BHP Billiton 
1500 Post Oak Blvd. 
Houston, TX 77056 

TEXAS GENERAL LAND O FFICE 
GEORGE P. BUSH, COMM1S !ONER 

CERTIFIED MAIL: 7016 2070 0000 7391 9981 

RE: Application to Surface Commingle Oil and Gas Production from State Mineral Leases 
MFl 11132, :rv.tFl 13597, and MFl 13599 (HS State 114:.13x12, HS State 114-24) in Conjunction 
with Railroad Commission of Texas Commingling Permit Pending in Culberson County, Texas 

Dear Ms. Vail 

The Texas General Land Office (GLO) has received your application dated April 12, 2017 as 

revised on February 20, 2018 and March 8, 2018 to surface commingle oil and gas production 
frorp. and to utilize gas lift with off-lease gas on the above State Mineral Leases. GLO staff have 

performed an administrative and technical review of your application. 

On the condition that BHP Billiton first satisfies all of the requirements set out in # 1 - # 13 on p.1 

- 3 of this letter, then, in that event, the application is approved. 

l. Per 31 Texas Administrative Code (TAC) §9.35(a)(2), all fluids produced from the wells 
to be commingled must flow "through oil and gas separntors of ample capacity and in 
good working order ... before sale or swface commingling with production from any other 
lease and/or pooled unit". Gross production shall be measured by single-phase oil , gas, 
and water meters installed at the separator outlets prior to sale or surface commingling. 
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2. Per 31 TAC §9.35(a)(2), you are required to conduct all measurement "in accordance 
with the American Gas Association (AGA) standards and all applicable chapters of the 
American Petroleum Institute (API) Manual of Petroleum Measurement Standards 
(MPMS)". Measmement shall be conducted, per those standards, for both the quantity 

and quality of all fluid streams. 

3. Sampl.ing frequency shall be equal to or greater than the recommendation in MPMS 20 .1 
§ 1.11.3, as required for accurate allocation. Samples shall be taken at the outlets of each 
first separator stage, at eacb gas lift supply and distribution meter, and at all points of 

custody transfer. Industry standard laboratory analysis shall be performed on each 
sample, with sampling and analysis pe1formed in compliance with MPMS 8.1, 8.2, 9.1, 

14.1 and any other applicable chapters. 

4. Meter proving, testing and calibration plans as required per MPMS 20.2 §5, §6.5.1, 
§7.5.1 and §7.~.3 shall be made available to GLO staff for inspection upon request. 

5. All lease oil. and gas production royalties shall be due based upon tl1e terms in your lease, 
and royalty payments shall be made per 31 TAC §9.51. ote that royalty is also due on 
all non-sales hydrocarbon dispositions (e.g. flare, fuel, instrument, lift, and vent gas) . 

6. Processed gas allocation 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.l §1.1 5.3. Non-processed gas allocation factors shall be 

calculated on an energy balance basis. 

7. You shall retain, for lease audit pmposes, all meter and test records, volume 
statements/reports, oil and gas sample/stream analysis reports, shrinkage/flash calculation 
reports, and any other documents within the scope of this commingling 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 changes to the flow process or 
metering scheme, adding leases or wells to the list of those being commingled, or making 
any other material change to the comm.ingling application as approved by this letter. 

9. You shall obtain approval of your pending surface commingling permit application from 

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

ten days of its approval. 

10. You shall calculate all allocation factors on a proportional basis, i.e. gross (metered) lease 
production divided by gross (metered) commingled production. You shall not allocate by 
difference. The term production as used in this condition shall be defined as appropriate 
(i.e. volume, mass, energy) for each allocated phase (e.g. see Condition 6). 
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11. In cases where oil is not sold every month- which cases must be consistent with 31 TAC 

§ 9. 51, the gross production ratios used to calculate oil allocation factors, which factors 

must be consistent with Condition 10, shall be based on the accumulated gross production 

from each lease between the current and most recent sales dates. 

12. You shall continuously meter the gas lift supply to each well and the gas tha~ passes 

through any other gas lift ·supply and distribution meter. 

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

with in situ reservoir gas at the allocation meters when calculating gas allocation factors: 

this accounting shall be by mass balance (processed gas components) and by energy 

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

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

standards and conditions. GLO staff will verify compliance dming periodic financial audits, 

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

reserves the right to validate or question your measurement and detailed allocation methodology 

based on our own analysis. 

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

463-5296. 

Sincerely 

Thomas Manuel 01tiz, Ph.D., P.E. 

Petroleum Engineer 

TMO/tmo 

cc: Dale Sump, Director of Minerals Audit 
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