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Transactbl # 7464 

Laasor: Gill Investment Co. 

La8888: Petrohawk Prop., LP 

liAIEIEICIIIliiN 

Coonty 
REEVES 

TIRMIIIFHIEI 

PrinaryTam 

Boous/Acre: 

RantaVAcra: 

Royalty: 

,..# 
07-109942 

3 years 

L $2,500.00 

r $1.00 

1/4 

RAL REVIEW SHEET 

G ..... t: 

LBasa Date: 9/7/2011 

Gross Acraa: 26.6667 

Nat Acrea: 13.3333 

Base fiB'*' Part Sac. Bklck Twp survey 
129251 W/3 N/2 £.;../e l 54 oss T & PRY CO 

TOMIRR_,.. 

Prinary Term 3 years ----"1 

Boous/Acra L $2,500.00 

RantaVAcra r $1 .00 

Royalty 1/4 

II 0 

Abst# 
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L88888 Data Tarm Boous/Ac. RantaVAc. Royalty IBtB:a 
MF108240 Chalfant Properties, Inc. 3/15/2007 3 years $300.00 $1 .00 1/4 LastLBasa 
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RELIL'JQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, C01runissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief C lerk 

DATE: 30-Sep-11 

Bi ll Warnick, General Counse l 

Loui s Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Petrohawk Prop., LP 

Prim. Term: 3 years 

Royalty: 1/4 

Bonus/Acre 

Rental/ Acre 

County: 

$2,500.00 

$ 1.00 

Consideration 

Recommended: Date: _...r_.&-=s'-c:>_,_/_,'-r'----
Not Recommended: ----
Comments: paid up 

Le Form 

Recommended: fZ.Y* 
Not Recommended : ----
Comments: 

Louis Renaud. Deputy Commissioner Date: /1?)- Y'- I I 

Recommended: 

Not Recommended: ----

Bi ll Warnick, Genera l Counsel 

Recommended: t4!fj} 
Not Recommended: - ---

Approved: -b-~c....__-

Not Approved: _ __ _ 

Date: 

Date: ____.__lo--=-{ "~/_~... _ 

Date 10\ I\~ 1.D \ I 
---!---"""""~-=----
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Gener.:>I·Lann Oft;ce 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, m:exas 

OIL AND GAS LEASE 

• • •••••• • 
• • •••••• • 

• 
• • •••••• • 
••• • • • •• 

• 
• • •••••• • 

THIS AGREEMENT IS made and entered onto thos 7-'------ day of September ,20_11 _ _ . between the State of Texas, actong : ••• :. 

by and through ots agent. Gilt Investment Company , a Texas Corporation 

of 4908 Stony Ford Drive, Dallas, Texas 75287 

(Gove Permanent Address) 

saod agent hereon referred to as the owner of the sool (whether one or more), and Petro hawk Properties, LP, a Texas Limited Partnership 

of 6100 South Ya le Avenue, Suite 500, Tulsa, Oklahoma 741 36 

(Gove Permanent Address) 

hereinafter called Lessee. 

• 

1. GRANTING CLAUSE. For and in consoderatoon of the amounts stated below and of the covenants and agreements to be paod, kept and 
performed by Lessee under thos lease, the State of Texas acting by and through the owner of the sool, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospectong and dnlhng for and producong 011 and gas, laying pope lines. buoldong tanks. stonng oil and buoldong power 
stations. telephone lines and other structures thereon, to produce, save. take care of. treat and transport saod products of the lease, the following lands 
sotuated on Reeves County, State of Texas, to-wit 

Block 54, T-5, T&P RR Co. Survey 
Section 6: W/3 N/2 SW/4 

contaonong 26.6667 acres. more or less The bonus consoderatlon paod for thos lease IS as follows 

To the State of Texas: Sixteen Thousand, Six Hundred Soxty Six Dollars and 67/100 

Dollars ($16,666.67 

To the owner of the sool. Soxteen Thousand, Sox Hundred Stxty Sox Dollars and 67/100 

Dollars ($16,666 67 

Total bonus consoderalion· Thortv Three Thousand. Three Hundred Thorty Three Dollars and 33/100 

Dollars ($33,333 3""3,___ ____ _ _) 

The total bonus consoderalion paod represents a bonus of .!.T_,w"'o'-T!.:hcco~u"'s~a~n.:..:de..&...:F...:i..:.v.ooe..:.H.:..:u~n.:..:d::.:r"'e'-=d'-'D=o:..:.lta=.rs=---------------------

_______________ Dollars ($~25,0"""0"".0"""0'-------') per acre, on .!.13::.:·.::.33,3"""3,___ ___ net acres. 

2. TERM. Subject to the other provosoons on thos lease, thos lease shall be for a term of 3 years from 
thos date (hereon called ·pnmary term") and as- long thereafter as o~ and gas, or eother of them, is produced on payong quanti ties from saod land. As used 
In thiS lease, the term "produced In paying quantitieS" means that the reCeiptS from the Sale Or Other authonzed COmmerCial USe of the SUbstance(S) 
covered exceed out of pocket operatoonal expenses for the sox months last past. 



3. DELAY RENTALS. If no wellts commenced on the leased premtses on or before one (1) year from lhts date, this lease shalltenminate, 
unless on or before such anntversary date Lessee shall pay or tender to the owner of the soil or to his credtl in the ...... This is a Paid up Oil and Gas 
Lease . see paragraph 40 m Exh1b1t B ...... • 

----------------- Bank, at ____________________ ~--~~~~-.-----~----~~-.--.--.-~~ 
or tts successors (whtch shall continue as the depository regardless of changes in the ownership of said land), the amount spectfled below, in addtlion. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before satd date. Payments under this paragraph shall operate as a rental and shall cover the pnvtlege of defernng the commencement of a well for 
one (1) year from satd date Payments under lhts paragraph shall be 1n the followmg amounts. 

To the owner of the sotl' ----------------- ---------------
Dollars ($ ______________ __J 

To the State of Texas:---------------------------------
Dollars ($ ___________________ _, 

Total Delay Rental:------------------ ----------------
Dollars ($ ___________________ -' 

• • •••••• • 
• • •••••• • 

• 
• • 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successtve penods of one p;••••• 
year each dunng the pnmary term All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or an~ • • • 
asstgnee of thts lease, and may be delivered on or before the rental paymg date. If the bank designated in this paragraph (or tiS successor bank) should • •: 
cease to extsl, suspend busmess, liquidate, fail or be succeeded by another bank, or for any reason fatl or refuse to accept rental, Lessee shall not be • 
held 1n default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the so11 shall deliver to Lessee a prope~ • 
recordable tnstrument nammg another bank as agent to rece1ve such payments or tenders. : ·-• • 

• • 
4. PRODUCTION ROYALTIES. Upon productton of otl and/or gas, Lessee agrees to pay or cause to be patd one-half (1/2) of the royalt; ••••• 

provtded for 1n thts lease to the Commtssioner of the General Land Office of the State of Texas, at Austin , Texas, and one-half (1/2) of such royalty to the 
owner of the sotl 

(A) OIL. Royalty payable on oil, whtch ts defined as tncludmg all hydrocarbons produced in a ltqutd fonm at the mouth of the well and also as 
all condensate, dtsltllate, and other ltqutd hydrocarbons recovered from 011 or gas run through a separator or other equtpment. as heretnafter provtded, 
shall be lli_ __ part of the gross production or the market value thereof, at the option of the owner of the sot I or the Commtsstoner of the General 
Land Office, such value to be determmed by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, disttllate, or other liqutd 
hydrocarbons, respectively , of a like type and gravity 1n the general area where produced and when run, or 2) the highest market price thereof offered or 
patd tn the general area where produced and when run, or 3) the gross proceeds of the sale thereof. whtchever is the greater. Lessee agrees that before 
any gas produced from the leased premises ts sold, used or processed in a plant, 11 will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equtpment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
wtll be recovered The requirement that such gas be run through a separator or other equipment may be watved, in writing, by the royalty owners upon 
such terms and condtttons as they prescnbe. 

. (B) NON PROCESSED GAS. Royalty on any gas (Including nared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as otl 1n subparagraph (A) above, produced from any well on satd land (except as provided herem with respect to gas processed 1n a plant for 
the extractton of gasoline, liqutd hydrocarbons or other products) shall be 1/4 part of the gross productiOn or the market value thereof, at the 
option of the owner of the soil or the Commisstoner of the General Land Office, such value to be based on the htghest market price patd or offered for 
gas of comparable quality 1n the general area where produced and when run, or the gross price paid or offered to the producer, whichever ts the greater: 
provtded that the maxtmum pressure base tn measunng the gas under thts lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be stxty (60) degrees Fahrenhett, correction to be made for pressure accordtng to Boyle's Law, and for spectflc 
gravtty accordtng to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other hqUtd 
hydrocarbons shall be 114 part of the restdue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the sotl or the Commtsstoner of the General Land Office. All royalttes due heretn shall be based on one hundred percent (100%) of the total plant 
production of restdue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whtchever ts the 
greater, of the total plant production of liqutd hydrocarbons attnbutable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed tn a plant in whtch Lessee (or its parent, subsidiary or affiliate) owns an tnlerest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the htghest percent accrUing to a thtrd party processtng gas through such plant under a processtng 
agreement negottaled at arm's length (or if there is no such thtrd party, the htghest percent then being specified in processing agreements or contracts in 
the Industry), whtchever tS the greater The respective royalttes on residue gas and on liquid hydrocarbons shall be determined by 1) the htghest market 
pnce patd or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross pnce patd or offered for such restdue 
gas (or the wetghted average gross selling pnce for the respecttve grades of liqutd hydrocarbons), whichever is the greater In no event, however, shall 
the royalties payable under thts paragraph be less than the royalties whtch would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepttng liqutd 
hydrocarbons) whether satd gas be ·castnghead," "dry," or any other gas, by fractlonaltng , burntng or any other processmg shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commtssioner of the General Land Office, 
such market value to be detenmined as follows. 1) on the basts of the htghest market pnce of each product for the same month tn which such product is 
produced, or 2) on the basts of the average gross sale pnce of each product for the same month tn whtch such products are produced; whtchever ts the 
greater 

5. MINIMUM ROYALTY. Dunng any year after the exptratton of the pnmary term of thts lease, tf thts lease ts matntamed by productton, the 
royalttes patd under lhts lease tn no event shall be less than an amount equal to the total annual delay rental heretn provtded, otherwtse. there shall be 
due and payable on or before the last day of the month succeedmg the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties patd during the preceding year. If Paragraph 3 of lhts lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

6. ROYALTY IN KI ND. Notwithstanding any other provtston 1n this lease, at any time or from time to lime, the owner of the sotl or the 
Commtsstoner of the General Land Office may, at the option of etther, upon not less than sixty (60) days notice to the holder of the lease, requtre that the 
payment of any royalties accrutng to such royalty owner under thts lease be made 1n kmd. The owner of the soil's or the Commissioner of the General 
Land Office's nght to take tts royalty m kind shall not dimtnish or negate the owner of the soil's or the Commtsstoner of the General Land Office's nghts 
or Lessee's obligatiOns, whether express or implied, under thts lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalttes accrumg under thts lease (mcludtng those patd tn ktnd) shall be without deductton for 
the cost of producmg, gathenng, stonng, separating, treatmg, dehydrattng, compressmg, processtng , transportmg, and otherwtse maktng the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recetved, mcludmg any retmbursements 
for severance taxes and productton related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thts lease's proporttonate share of any fuel 
used to process gas produced hereunder tn any processmg plant. Notwtthstandtng any other provision of this lease, and subject to the wntten consent of 
the owner of the soli and the Commisstoner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
tnjectton mto any otl or gas producmg fonmatlon underlytng the leased premtses after the liquid hydrocarbons contamed tn the gas have been removed; 
no royalties shall be payable on the recycled gas until tl is produced and sold or used by Lessee in a manner whtch entitles the royalty owners to a 
royalty under thts lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commtsstoner of the General Land Office at 
Austin , Texas, 1n the followtng manner: 

Payment of royalty on production of otl and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on otl 
ts due and must be recetved tn the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 



Payment of royalty on production of 011 and gas shall be as prov1ded 1n the rules set forth 1n the Texas Reg1ster. Rules currently prov1de that royalty on 011 
1s due and must be rece1ved '" the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas •s due and must be rece1ved 1n the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompan•ed by the affidavit of the owner, manager or other authonzed agent, completed in the form and manner prescribed by the General Land Office 
and showmg the gross amount and disposition of all oil and gas produced and the marl<et value of the oil and gas, together w1th a copy of all documents, 
records or reports conf1rm1ng the gross product1on, d1spos1t1on and marl<et value mcludmg gas meter read1ngs. pipeline rece1pts, gas line rece1pts and 
other checks or memoranda of amount produced and put 1nto pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
wh1ch the General Land Office may requ~re to venfy the gross production, d1spos1t1on and market value. In all cases the authority of a manager or agent 
to act for the Lessee here1n must be filed 1n the General Land Office. Each royalty payment shall be accompamed by a check stub, schedule, summary 
or other rem11tance adv1ce showmg by the assigned General Land Office lease number the amount of royalty betng patd on each lease. If Lessee pays 
hts royalty on or before thtrty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater A royalty payment whtch ts over thirty (30} days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever IS greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year: such mterest will begm to accrue when the royalty IS Sixty (60} days overdue.: ••• :. 
Affidavtts and supportmg documents which are not filed when due shall mcur a penalty 1n an amount set by the General Land Office admmistrattve rule• 
which IS effective on the date when the affidavtts or supporting documents were due .. The Lessee shall bea: all responsibility for payin~ or causmg: • •• : • 
royalties to be patd as prescnbed by the due date provtded herem. Payment of the delinquency penalty shall 1n no way operate to prohtbtt the State's• 
nght of forfetture as provided by taw nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in • 
cases of lttle dtspute as to the State's portton of the royalty or to that portion of the royalty in dispute as to fa1r marl<et value. • • •••••• • 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fum1sh the CommiSSIOner of the General Land Office. e • • 
wtth tis best posstble esttmate of 011 and gas reserves underlytng thts lease or allocable to this lease and shall furnish said Commtsstoner with coptes of •.: 
all contracts under whtch gas is sold or processed and all subsequent agreements and amendments to such contracts within thtrty (30} days after • 
entenng mto or mak~ng such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be. • 
held tn confidence by the General Land Office unless otherwtse authoriZed by Lessee. All other contracts and records pertam~ng to the productton! ... • • 
transportation, sale and marketing of the oil and gas produced on satd premtses, mcluding the books and accounts, rece1pts and discharges of all wells . • 
tanks. pools, meters. and pipelines shall at all limes be subject to InSpection and exammation by the Commtsstoner of the General Land Office, th~ • • • • • 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operattons on this lease shall be submitted to the Commtsstoner of the General 
Land Office by Lessee or operator five (5} days before spud date, worl<over, re-entry , temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall tnclude coptes of Railroad Commtsston forms for applicat ion to dnll. Cop1es of well tests, 
completton reports and pluggmg reports shall be supplied to the General Land Office at the lime they are filed wtth the Texas Ratlroad Commtsston. All 
applications, permtts, reports or other filings that reference this lease or any spectfic well on the leased premtses and that are submtlted to the Texas 
Ratlroad Commtsston or any other governmental agency shalltnclude the word "State" in the title. Additionally, in accordance with Railroad Commisston 
rules, any stgnage on the leased premises for the purpose of tdentifymg wells , tank batteries or other assoctated improvements to the land must also 
tnclude the word "State • Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
tnformatton relative to the operation of the above-described premtses, whtch may be requested by the General Land Office, in addition to those herem 
expressly provtded for Lessee shall have an electrical and/or radtoactivtty survey made on the bore-hole section, from the base of the surface casmg to 
the total depth of well, of all wells dnlled on the above descnbed premises and shall transm1t a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the makmg of satd survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports , documents or other matenals are not filed in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1ntstrat1ve rule whtch is effective on the date when the matenals were due tn 
the General Land Offtce 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary term hereof and pnor to dtscovery and 
production of 011 or gas on satd land, Lessee should dnll a dry hole or holes thereon, or if dunng the pnmary term hereof and after the discovery and 
actual productton of otl or gas from the leased premtses such production thereof should cease from any cause, this lease shall not terminate tf on or 
before the exptrallon of stxty (60} days from date of completion of said dry hole or cessation of production Lessee commences additional dnlling or 
reworl<tng operations thereon, or pays or tenders the next annual delay rentaltn the same manner as provtded in thts lease If, dunng the last year of the 
pnmary term or wtthm stxty (60} days prior thereto, a dry hole be completed and abandoned, or the production of otl or gas should cease for any cause, 
Lessee's nghts shall remam tn full force and effect wtthout further operations until the expiration of the primary term; and tf Lessee has not resumed 
productton 1n paymg quant1t1es at the expiration of the primary term, Lessee may mamtain this lease by conducting additional drilling or reworl<ing 
operattons pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well wtthin the pnmary term hereof, Lessee may 
resume payment of the annual rental '" the same manner as provtded herem on or before the rental paymg date followmg the exptration of sixty (60} 
days from the date of completion of such shut-m ott or gas well and upon the fatlure to make such payment, th1s lease shall ipso facto termmate. If at the 
exptrallon of the pnmary term or any lime thereafter a shut-tn ott or gas well ts located on the leased premtses, payments may be made in accordance 
wtth the shut-tn provtstons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, netther Otl nor gas IS being 
produced on satd land, but Lessee IS then engaged tn drilling or reworl<ing operations thereon, this lease shall rematn tn force so long as operations on 
satd well or for dnlling or reworl<mg of any additional wells are prosecuted tn good faith and tn worl<manlike manner without tnterrupllons totaling more 
than stxty (60) days dunng any one such operatton, and If they result tn the production of oil and/or gas, so long thereafter as oil and/or gas ts produced 
tn paymg quantities from satd land, or payment of shut-tn otl or gas well royalt tes or compensatory royalttes ts made as provtded in thts lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, productton of oil or gas from the leased 
premtses. after once obtatned. should cease from any cause, thts lease shall not terminate if Lessee commences additional drilling or reworl<tng 
operations wtthln stxty (60) days after such cessation, and thts lease shall rematn tn full force and effect for so long as such operations continue tn good 
fatth and tn workmanlike manner wtthout interrupttons totaling more than stxty (60} days. If such drilling or reworktng operations result tn the productton 
of otl or gas, the lease shall remam tn full force and effect for so long as 011 or gas is produced from the leased premtses tn paying quantities or payment 
of shut-tn ott or gas well royalttes or payment of compensatory royalties is made as provided herein or as provided by law If the dnlling or reworl<ing 
operattons result '" the completton of a well as a dry hole, the lease will not terminate 1f the Lessee commences additional drilling or reworl<tng 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworl<tng operattons tn good fatth and tn a worl<manlike manner wtthout Interruptions totaling more than stxty (60) days. Lessee shall give written notice 
to the General Land Office wtthin thtrty (30} days of any cessation of productiOn. 

14. SHUT-IN ROYAL TIES. For purposes of thts paragraph, "well" means any well that has been asstgned a well number by the state agency 
havmg Junsdtctton over the production of oil and gas If, at any lime after the exptrat1on of the pnmary term of a lease that, until betng shut in, was betng 
ma~nta~ned tn force and effect, a well capable of producmg oil or gas tn pay1ng quantittes is located on the leased premises, but otl or gas is not being 
produced for lack of suttable production facilittes or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provtded tn the lease, but not less than $1 ,200 a year for each well capable of producmg otl or gas in paying quantthes. If 
Paragraph 3 of thts 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 effechve, each tnitial shut-tn otl or gas royalty must be patd on or before: (1 } the expiration of the pnmary term, (2} 60 days after 
the Lessee ceases to produce oil or gas from the leased premtses, or (3} 60 days after Lessee completes a dnlling or reworl<ing operation in accordance 
wtth the lease provtstons. whichever date is latest. Such payment shall be made one-half (1/2} to the Comm1sstoner of the General Land Office and one­
half (1/2} to the owner of the sotl. If the shut-tn 011 or gas royalty is patd, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term, or from the first day of the month following the month tn which 
productton ceased, and, after that, tf no suitable production factlities or suttable marl<et for the oil or gas extsts, Lessee may extend the lease for four 
more successtve penods of one (1 } year by paymg the same amount each year on or before the expiratton of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease IS kept in effect by payment of the shut-in oil or gas royalty , 011 or gas ts 
sold and delivered in paytng quanttttes from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or tn any case tn whtch dramage is occurring, the nght to contmue to mainta tn the lease by paying the shut-in 011 or gas royalty shall cease, but 
the lease shall rematn effechve for the remainder of the year for which the royalty has been paid. The Lessee may mamtam the lease for four more 
successtve years by Lessee paytng compensatory royalty at the royalty rate provtded in the lease of the market value of production from the well caustng 
the dratnage or whtch IS completed in the same producmg reservoir and w1th1n one thousand (1 ,000} feet of the leased premises. The compensatory 



royally 1S to be pa1d monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservo1r and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
1s an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease None of these provisions 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 royalties can sat1sfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producmg oil or 
gas has been completed on the leased prem1ses, Lessee shall exercise the diligence of a reasonably prudent operator 1n drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased prem1ses and in marketing the production thereon. 

• • 
(A) VERTICAL. In the event th1s lease 1s 1n force and effect two (2) years after the exp1rat1on date of the pnmary or extended term 11 shall then : • •• •• 

term mate as to all of the leased prem1ses, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres • • 
surround1ng 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 wh1ch Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit • 
pursuant to Texas Natural Resources Code 52 151-52.154. or (3) such greater or lesser number of acres as may then be allocated for production. • 
purposes to a prorat1on un1t for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor:••••• 
agency, or other governmental authority havmg jurisdiction. If at any time after the effective date of the partial termination prov1sions hereof, the... • 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for •.: 
production purposes, th1s tease shall thereupon terminate as to all acreage not thereafter allocated to sa1d well or wells for production purposes. • 
Notw1thstand1ng the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress. • 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for:·-• • 
ex1st1ng roads, ex1st1ng pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for. • 
access to and from the retamed lands and for the gathering or transportation of oil, gas and other minerals produced from the retamed lands. : • •• • • 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further termmate as to all depths below 100 feet below the total depth dnlled (heremafter "deeper depths") in each well located on acreage retained 1n 

Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus ongmally pa1d as cons1derat1on for this lease (as specified on page 1 hereof). If such amount is paid, th1s 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 
pay1ng quant1t1es from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall , as nearly as practical , be in the form of a 
square w1th the well located 1n the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
th1rty (30) days after part1al termmation of this lease as provided herem, Lessee shall execute and record a release or releases contaming a satisfactory 
legal descnpt1on of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompan1ed by the filing fee prescribed by the General Land Office rules in effect on the date the release 1s filed. If Lessee fails or refuses 
to execute and record such release or releases within nmety (90) days. after being requested to do so by the General Land Office, then the 
CommiSSioner at hiS sole d1scret1on may designate by written mstrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense 1n the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties pa1d, or to be paid, under this lease shall relieve Lessee of h1s obhgat1on 
to protect the 011 and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
prem1ses shall dnll as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or 1n any case where the leased prem1ses is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased prem1ses shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the drainmg well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercia l quantities and shall prosecute such drilling with diligence. 
Fa1lure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the CommiSSIOner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good fa1th effort, Lessee is prevented from complymg with any express or Implied covenant of this lease, 
from conduct1ng dnlling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion , riots, 
stnkes, 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: additionally. this lease shall be 
extended wh1le Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
prem1ses However, noth1ng 1n th1s paragraph shall suspend the payment of delay rentals in order to maintain this lease 1n effect dunng the pnmary term 
1n the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend t1t1e to the leased premises. If the owner of the soil defaults 
1n payments owed on the leased prem1ses, then Lessee may redeem the nghts of the owner of the soil in the leased premises by paymg any mortgage, 
taxes or other hens on the leased prem1ses. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land, whether or not Lessee's mterest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be pa1d to him 1n the proportion which h1s Interest bears to the entire undivided surface estate and the roya lties and rental herein provided to be paid to 
the CommiSSioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office , Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual mterest 
owned by the owner of the so11. The Commissioner of the General 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. However, in no event shall 
the Commiss1oner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a port1on of the land covered by this lease is included within the boundaries 
of a pooled un1t that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52 151-52.154, or if. at any t1me 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 
calculated based upon the number of acres outs1de 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 shall have the nght to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operat1ons without the pnor consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
Improvements. livestock and crops on sa1d land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 



the WFilt~n COnsent Of the owner Of the SOil. 

25. POLLUTION. In developmg th1s area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
hm1t1ng the foregomg, pollution of coastal wetlands, natural waterways, nvers and 1mpounded water shall be prevented by the use of containment 
facilities suffic1ent to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintam fences around 1ts slush. sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall. while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept pamted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtu res placed . • 
by Lessee on the leased premises, including the nght to draw and remove casing. within one hundred twenty (120) days after the expiration or the:••••• 
term1nat1on of th1s lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from. • 
any well capable of producing oil and gas in paying quantities. Additionally , Lessee may not draw and remove casing until after thirty (30) days wntten! • • • • • 
not1ce to the Comm1ss1oner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machmery, • 
fixtures . or casmg wh1ch are not timely removed by Lessee under the terms of thiS paragraph. • • 

•••••• • 
27. (A) ASSIGNMENTS. Under the conditions contamed 1n th1s paragraph and Paragraph 29 of this lease, the rights and estates of either •• • • 

party to th1s 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 1n ownership of the land, rentals, or royalties will not enlarge the obligations of • 
Lessee. diminiSh the nghts, pnv1leges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any. • 
act performed by Lessee. And no change or division in ownership of the land, rentals , or royalties shall bind Lessee for any purpose until thirty (30) days: •• • • • 
after the owner of the soil (or h1s heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change. • 
1n ownership, mcluding the origmal recorded muniments of title (or a certified copy of such original) when the ownership changed because of a: ••• • • 
conveyance A total or part1al 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 failure by one or more of them to pay his share of the rental shall not affect 
th1s 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 ass1gnment in the General Land Office before the next rental paying date, the entire lease shall tenminate for failure to pay the entire renta l 
due under Paragraph 3. Every ass1gnee shall succeed to all nghts and be subject to all obligations, liabilities, and penalties owed to the State by the 
ongmallessee or any pnor ass1gnee of the lease, including any liabilities to the State for unpaid roya lties. 

(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 ass1gnment w1thout the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the so11 if the 
ass1gnee 1s 

(1) a nom1nee of the owner of the soil; 
(2) a corporation or subsidiary in wh1ch the owner of the so111s a principal stockholder or is an employee of such a corporation or subsid1ary; 
(3) a partnership 1n wh1ch the owner of the soil is a partner or 1s an employee of such a partnership; 
(4) a pnnc1pal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee 1n a partnership which is the owner of the soil; 
(6) a fiduc1ary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil. or 
(7) a fam1ly 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 this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the so1l 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 port1on or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under th1s lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately pnor to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such ass1gnment or release must be 
recorded 1n 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 1n wh1ch the mstrument IS recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescnbed f1hng 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 th1s instrument. 
1nclud1ng the statement of the true cons1derat1on to be pa1d for the execut1on of this lease and the nghts and duties of the parties. Any collateral 
agreements concernmg the development of oil and gas from the leased premises which are not contained in this lease render th is lease invalid. 

31. FIDUCIARY DUTY. The owner of the so11 owes the State a fiduc1ary duty and must fully disclose any facts affecting the State's interest in 
the leased prem1ses. When the Interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
Interests before h1s personal1nterests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum w1thin thirty days after it becomes due. or if Lessee or an 
authonzed agent should know1ngly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to dnll any 
offset well or wells 1n good fa1th as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fa1l to file reports 1n the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office. the School 
Land Board, or the Railroad CommiSSIOn, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authonzed agent should knowmgly fail or refuse to g1ve correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Off1ce a correct log of any well, or if Lessee shall knowingly violate any of the material prov1sions of this lease, or if this lease is ass1gned and the 
ass1gnment IS not filed 1n the General Land Office as required by law, the nghts acqUired under this lease shall be subject to forfeiture by the 
CommiSSioner, and he shall forfe1t same when sufficiently informed of the facts which authonze a forfeiture , and when forfeited the area shall agam be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of thiS 
lease by operation of law or by reason of any special limitation aris1ng hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
remstated before the nghts of another intervene upon satisfactory ev1dence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. 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 th1s lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
th1s lease. Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual hen on and security interest in all leased m1nerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased m1nerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased prem1ses used 1n connection with the production or process1ng of such leased mmerals in order to secure the payment of all royalties or other 
amounts due or to become due under th1s lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings 1n 
the manner provided 1n the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no pnor or supenor hens arismg from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the CommiSSioner at any t1me determme that th1s representation IS not true. then the Commissioner may declare this lease forfeited as provided 
herem 

34. POOLING. Lessee 1s hereby granted the nght to pool or un1t1ze the royalty 1nterest of the owner of the soil under this lease w1th any other 



teaschl)ld or m;neral mterest for the exploration. development and production of 011 or gas or e1ther 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 unlhZIOg of the 1nterest of the State under th1s lease 
pursuant to Texas Natural Resources Code 52.151 -52.154 The owner of the so1l agrees that the mctus1on of th1s prov1sion m lh1s lease satisfies the 
executiOn requirements stated m Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the so1l, the1r officers. employees, partners, 
agents. contractors. subcontractors, guests. mv1tees. and their respective successors and assigns. of and from all and any actiOns and causes of action 
of every nature, or other harm, mcludmg environmental harm, for wh1ch recovery of damages IS sought, Including, but not lim1ted to, all losses and 
expenses wh1ch are caused by the activities of Lessee, 1ts officers, employees, and agents arising out of, 1nC1dental to, or result10g from, the operations 
of or for Lessee on the leased prem1ses hereunder. or that may anse out of or be occasioned by Lessee's breach of any of the terms or provis1ons of th1s 
Agreement , or by any other negligent or stnctly 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 so1l, the1r officers, employees and agents , their successors or ass1gns, aga1nst any 
and all cla1ms. liab11il1es, losses. damages, actions, personal InJury (mcludiOg death), costs and expenses, or other harm for wh1ch recovery of damage~ • •• :. 
1s sought, under any theory mcluding tort, contract, or stnct liability, 1ncluding attorneys' fees and other legal expenses, 1ncludmg those related I() 
environmental hazards. on the teased prem1ses or 1n any way related to Lessee's fa1lure to comply w1th any and all environmental laws; those ansm~ • 
from or 1n any way related to Lessee's operations or any other of Lessee's activitieS on the leased premises; those aris1ng from Lessee's use of th~ •• • • • 
surface of the teased prem1ses. and those that may anse out of or be occas1oned 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, mvitees, and theii • 
respect1ve successors and ass1gns. Each ass1gnee of this Agreement, or an interest therein, agrees to be liable for. exonerate, indemnify. defend ancf • • • • • 
hold harmless the State of Texas and the owner of the SOli, their officers, employees, and agents in the same manner provided above in connection wit~.. • 
the act IV Illes of Lessee. 11s officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF • •: 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS • 
AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THii • 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCI! ••• • • 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. • • 

•••••• • 
36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam1nat1on or 

pollut1on of any environmental med1um, mclud1ng soil, surface waters, groundwater, sediments, and surface or subsurface strata. amb1ent air or any 
other environmental med1um 1n, on, or under, the leased prem1ses, by any waste, pollutant, or contammant. Lessee shall not bnng or perm1t to remam on 
the leased prem1ses any asbestos conta1mng matenals, explosives, toxiC matenals, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance" is defined m the Comprehensive Enwonmental Response, Compensation and L1ab1lity Act 
(CERCLA), 42 U S C Sect1ons 9601 , et seq ), or tox1c substances under any federal, state, or local law or regulation ("Hazardous Matenals"), except 
ordinary products commonly used in connection with 011 and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES , LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. ThiS lease IS ISSued under the prov1s1ons 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 prov1s1on 1n th1s lease does not conform to these 
statutes. the statutes w111 prevail over any nonconformmg lease proviSIOns 

38. EXECUTION. Th1s 011 and gas lease must be s1gned and acknowledged by the Lessee before 1t 1s filed of record m the county records and 
1n the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied , the effective date 
of th1s lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. th1s lease must be filed of record 10 the office of the 
County Clerk 10 any county 10 wh1ch all or any part of the leased prem1ses IS located, and certified cop1es thereof must be filed 10 the General Land 
Office Th1s lease 1s not effective until a cert1fied copy of th1s lease (wh1ch IS made and cert1fied by the County Cieri< from h1s records) 1s filed 1n the 
General Land Office 1n accordance w1th Texas Natural Resources Code 52 183 Additionally, th1s lease shall not be binding upon the State unless 11 
rec1tes the actual and true cons1dera11on pa1d or prom1sed for execut1on of th1s lease. The bonus due the State and the prescnbed filing fee shall 
accompany such cert1fied copy to the General Land Office 

BY 

BY 

LESSEE PETROHAWK PROPERTIES, LP 

BY ts . K. D"' \X-= ~~btu .... j 
T1tl · V1ce Pres1dent, Land-M1d-Contment 

Date I G . I 1-11 

,~· _Q~_, 
exas Corpora/Jonr 

BY J1m Gil Individually and as agent for the State of Texas 

Date / ljJij ,}<C / I 



.· .....-"" 
STATE OF I C:::,.th,; (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ( ~~•/;; ;J 

BEFORE ME.'"'""''"''"'''"'"'"''·'"'""'''''"""'"''"""' Jar; 7£t;_ Jlif , ~e ~ II G/LL 
known to me to be the person whose name is subscribed to the foregomg mstruments as _ _...J /LJ_ JJT 
of b / t' /.. J!./ ,/.~ .;- T /h. ""' rtf C~ -'7 and acknowledged to me that he 

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

S({#N Vlf1-· 20 (, • 

~tk%~Q 
ff~ ... ~.,;;; ... ~ .. :==~~~~~~~~~~~:'l Notary Public in and for ------ ---------

->'~:Jt}"• SEDKY HOSNY ISMAIEl 
(,,: .. ::>.r-.. -'1· ••. ,· .• ;.~) Notary P<~llloc. StJte of Texas 
~ ,, .·.·' lilly Commosston Ex pores 

''••~.?.: .:..... Seplember 30, 2012 

day of Gtven under my hand and seal of office lhts the / lt 

STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ___!T~U~L~SA!:.!.._ ____ _ 

• • •••••• • 
• • •••••• • 

• 
• • •••••• • 
•• • • • • •• 

• 
• • •••••• • 
• • •••••• • 

BEFORE ME. the understgned authonty, on lhts day personally appeared --=D:....:•:.....:.R:.:·_..::.De..::..::f.::.f..:.e:..:nb=-a=-u=-g"-'h"----------------­

known to me to be the person whose name is subscribed to the foregomg instruments as Vice President - Hid-Continent Land 

of P-H Energy , LLC, General Partner of Petrohawk Properties , LP and acknowledged to me that he 

executed the same for the purposes and constderatton therem expressed, tn the capacity stated, and as the act and deed of satd corporation. 

Gtven under my hand and seal of office this the 11th day of --=0-=c-=t.::.o=.be.::.r=-------,----· 20!!_. 

Nolo~ '1::. ~___:~::!.:k~l '{i:::::~:.:..::~~~:.:::a_· --------



• f Auac.:l1ed to and made a part of that certain Oil, Gas and Mineral Lease Dated September 7, 2011 berween Gi ll Investment Company, 
a Texa.\ Corporation and PETRO HAWK PRO PERT IE , LP. 

Exh1b1t 'A' 

ADDITIONAL PROVISIONS 

In the event of a confliCt or 1ncons1stency between the pnnted terms of th1s Lease and the Add1t1onal ProVISIOns of th1s Lease. the Add11tonal Prov1s1ons 
shall control and be deemed to supersede the pnnted terms of the Lease 

39. PUGH (VERTICAL) It IS understood and agreed that two (2) years following the expiration of the pnmary term of th1s lease or the exp1ration of any : • •• :. 
extenston or renewal of the pnmary term, whtchever occurs last, Lessee shall release the leased prem1ses as to all nghts lying below one hundred (100) • 
feet below either (1) the deepest depth drilled 1n any well drilled on the leased prem1ses or on lands pooled therewith; or (2) the stratigraphic equivalent ! • • •! • 
of the base of the deepest format1on producing or capable of producing in any well drilled on the leased premises or on lands pooled therewith, • 
whtchever IS the deepest. prov1ded however, if Lessee is then engaged in Operations on the leased premises or on lands pooled therewith, this lease 
shall rema111 1n full force and effect as to all depths so long as no more than one hundred twenty (120) days elapse between Operations. 

SIGNE D FOR IDENTI FICAT ION: 

BY 

BY: Jim Gil Individually and as agent for the State ofTexas 

• 
• • •••••• • 
•• • • • • •• 

• 
• • •••••• • 
• • •••••• • 



Attached t'O .af.ld made a patt ofthat certa in Oil, Gas and Mineral Lease Dated September 7, 2011 between Gill Investment Compa ny, 
a Texas Corporation and PETRO HA W K PRO PERT I ES, LP. 

Exhibit 'S' 

ADDITIONAL PROVISIONS 

In the event of a conflict or inconsistency between the printed tenns of this Lease and the Additional Provisions of this Lease. the Additional Provisions 
shall control and be deemed to supersede the printed tenns of the Lease. 

40. DELAY RENTALS. Notwithstanding any provision to the contrary in Paragraph 3 of this lease. the rentals for this lease have been PAll} • 
UP for the Second (2"d) and Third (3'd) years of the primary tenn. One half (112) of this amount has been paid to the Lessor and one half (112) has beerS••••• 
paid to the State of Texas. • • 

--J-.. . 

~·---------------~ 

•••••• • 

• • •••••• • .. . . . . 
•• 

• 
• • •••••• • 
• • .... ·~ • 



-- Certificate of Record --
_L/L-7-1--· .=.0:......:0~- Recording Fee 

_ _.L_I_l!+o<·~L>~O~-- Certified Copy Fee 
- -;- ,_:__ 

:J_--3, oo Total Pa1d 007866 2011 . "' ) 

Return to: 

.:.~ u.\lk ~ISov\ 
• • •••••• • 

. f.\.so.-7 (\);~ b ~ 

. . .. 
• • •• 

• 
• • •••••• • f.NY • PROVISION HEREIN WHICH RESTRICTS THE 

• OSJI!l.of;. RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

BEAR GIW'IiiCS. INC. 

.. 
.... l: :.. . 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBUC 

RECORDS of Real Property of Reeves County, Texas, as indicated. 

---VOL. ___ PAGE-----DATE RECORDED------

DIANNE 0 . FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 

By: ____________ _. Deputy 



General Land Off1ce 
Rehnquishmei1t Ac t Lease Form 
Revised, September 1997 
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~usttn, \!rexas 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered mto this _,_14-'------ day of Sepetember ,20_11 _ _ . between the State of Texas, act1ng 

by and through 1ts agent. ~Ja!!:n~V~a~u~h...._n ____________________ ______________________ _ 

of 1610 Greenhaven Street Bakersfield Ca 93312 

(G1ve Permanent Address) 

sa1d agent herem referred to as the owner of the SOil (whether one or more), and Petrohawk Propert1es. LP. a Texas L1m1ted Partnership 

of 6100 South Yale Avenue. Su1te 500. Tulsa. Oklahoma 74136 

(G1ve Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and 1n 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 prospectmg and dnlling for and producmg 011 and gas, laying p1pe lines. building tanks, stonng 011 and bU1Id1ng power 
stations. telephone lines and other structures thereon. to produce, save, take care of, treat and transport said products of the lease. the following lands 
Situated 1n Reeves County , State of Texas, to-wit: 

Block 54. T-5, T&P RR Co Survey 
Sechon 6 W/3 N/2 SW/4 

contam1ng 26 66666667 acres, more or less The bonus consideration pa1d for this lease IS as follows. 

To the State of Texas E1ght Thousand Three Hundred Th1rty Three Dollars and 33/100 

Dollars ($8333.33 _) 

To the owner of the so1l E1ght Thousand ThreeHundred Thirty Three Dollars and 33/100 

Dollars (S::<;83,3,3'-'3""3'--______ ....J 

Total bonus consideration Sixteen Thousand S1x Hundred S1xty S1x Dollars and 67/100 

Dollars ($ 1 666~6~6<!,.7 __ _ _j 

The total bonus considerat•on pa1d represents a bonus of T.!..w!!.!!o-"TC!.h~o~u~s~a...._nd~F~•~v!:<e..!.H~u:!!n~d...._r:;::ed~------------------------

Dollc;rs Dollars ($2500 _) per acre, on 6 6666667 net acres. 

2. TERM. SubJeCt to the other prov1S1ons 1n th1s lease, th1s lease shall be for a term of 3 years from 
th1s date (herem called "pnmary term") and as long thereafter as 011 and gas. or either of them, 1s produced 1n paymg quanlilies from sa1d land As used 
1n th1s lease. the term ·produced 1n paymg quant1hes" means that the rece1pts from the sale or other authonzed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the SIX months last past 



.: .. .. . .. .. 
• • • • • • • • 

of 'I ' :: :: :: ._.... tt.•• . , . • • ••••• 
J , DElAY RENTAlS. If Ae well1s semmeAse~reA lfle lease~rprem1ses eA er 9efere eRe (1) year frem 1~1s Elate. 1~1s lease sRall termiAate. 

~>~Riess eA er ~efere S~>~GR aAAIIIersary Elate lessee sRall pay er teAaer te t~e ewAer ef IRe sail er Ia RiG sre9ii1A IRe 

er 1ts s~>~ssessers (w RIGR sRall seAIIA~>~e as t~e aepes1tery regaraless ef GRaAges lA IRe ewAers~IP ef sa1a laRa), IRe ame~>~AI spes11iea 9elew. lA a991tleA. 
bessee s~all pay er teA9er te t~e COMMISSIOMi!R OF T~!; G!;~leRAb bA~ID OFFICe OF T~e ST,<\Te OF TeXAS, AT I'.YSTI~I. TeXAS, a like S~>~m eA 
er eefere sa1a Elate PaymeAIS ~>~A9er 1~1s paragrap~ sRall eperate as a reAtal aA9 sRall sever IRe prl'tllege ef aefeFFIA!J t~e semmeAsemeAI ef a well fer 
eRe (1) 'fear frem sa1a Elate PaymeAts ~>~A9er 1~1s paragrap~ sRall 9e lA IRe fellewiA!J ame~>~Ais. 

Te IRe ewAer ef IRe Sell. 

Cellars ($ 

Te IRe State ef Te11as. 

Cellars ($ ::J 

Cellars ($ 

In a like manner and upon like payments or tenders annually , the commencement of a well may be further deferred for success1ve penods of one (1) 
year each dunng the pnmary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
ass1gnee of th1s lease. and may be delivered on or before the rental pay1ng date. If the bank designated in th1s paragraph (or 1ts successor bank) should 
cease to ex1st. suspend busmess. liquidate. fa1l or be succeeded by another bank. or for any reason fa1l or refuse to accept rental. Lessee shall not be 
held 1n default for fa1lure to make such payments or tenders of rental until th1rty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable mstrument nammg another bank as agent to rece1ve such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon product1on of 011 and/or gas. Lessee agrees to pay or cause to be pa1d one-half (112) of the royalty 
prov1ded form th1s lease to the CommiSSioner of the General Land Office of the State of Texas, at Austin , Texas, and one-half (112) of such royalty to the 
owner of the so11 

(A ) OIL. Royalty payable on oil. which is defined as 1ncludmg all hydrocarbons produced m a liQUid form at the mouth of the well and also as 
all condensate . diStillate. and other l1qu1d hydrocarbons recovered from 011 or gas run through a separator or other equ1pment, as heremafter prov1ded. 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Off1ce. such value to be determmed by 1) the highest posted pnce, plus prem1um. 1f any, offered or paid for oil, condensate. distillate, or other liquid 
hydrocarbons. respectively, of a like type and gravity m the general area where produced and when run . or 2) the h1ghest market pnce thereof offered or 
pa1d m 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, 11 will be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
w1ll be recovered The reqUirement that such gas be run through a separator or other equipment may be wa1ved, 1n writmg, by the royalty owners upon 
such terms and cond1t1ons as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (mcludmg Oared gas). wh1ch IS defined as all hydrocarbons and gaseous substances not 
defined as 011 1n subparagraph (A) above. produced from any well on sa1d land (except as prov1ded here1n w1th respect to gas processed 1n a plant for 
the extraction of gasoline. l1qu1d hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof. at the 
option of the owner of the so1l or the CommiSSioner of the General Land Office, such value to be based on the h1ghest market pnce pa1d or offered for 
gas of comparable quality 1n the general area where produced and when run , or the gross price pa1d or offered to the producer, whichever 1s the greater. 
prov1ded that the max1mum pressure base m measuring the gas under th1s lease shall not at any t1me exceed 14.65 pounds per square inch absolute. 
and the standard base temperature shall be s1xty (60) degrees Fahrenheit, correct1on to be made for pressure according to Boyle's Law. and for specific 
gravity accordmg to tests made by the Balance Method or by the most approved method of testing being used by the mdustry at the t1me of testmg 

(C) PROCESSED GA S. Royalty on any gas processed m a gasoline plant or other plant for the recovery of gasoline or other liQUid 
hydrocarbons shall be 1/4 ___ part of the res1due gas and the liqu1d hydrocarbons extracted or the market value thereof, at the opt1on of the owner 
of the so11 or the CommiSSIOner of the General Land Office All royalt1es due herem shall be based on one hundred percent (100%) of the total plant 
production of res1due gas attnbutable to gas produced from th1s lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater. of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or 1ts parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then bemg specified in processmg agreements or contracts m 
the mdustry) , whichever IS the greater. The respective royalties on res1due gas and on liquid hydrocarbons shall be determ1ned by 1) the highest market 
pnce pa1d or offered for any gas (or liquid hydrocarbons) of comparable quality 1n the general area. or 2) the gross price pa1d or offered for such res1due 
gas (or the we1ghted average gross selling price for the respective grades of liqu1d hydrocarbons). whichever 1s the greater. In no event, however, shall 
the royalties payable under th1s paragraph be less than the royalties wh1ch would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (exceptmg liqu1d 
hydrocarbons) whether sa1d gas be "casmghead," "dry," or any other gas. by fract1onatmg, bummg or any other processmg shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the opt1on of the owner of the so11 or the CommiSSioner of the General Land Office, 
such market value to be determmed as follows 1) on the bas1s of the highest market pnce of each product for the same month m whiCh such product 1s 
produced or 2) on the bas1s of the average gross sale pnce of each product for the same month 1n wh1ch such products are produced, whichever 1s the 
greater 

5. MINIMUM ROYALTY. Dunng any year after the expiration of the pnmary term of th1s lease. 1f th1s lease 1s ma1ntamed by production. the 
royalties pa1d under th1s lease 1n no event shall be less than an amount equal to the total annual delay rental herem prov1ded, otherwise, there shall be 
due and payable on or before the last day of the month succeedmg the ann1versary date of th1s lease a sum equal to the total annual rental less the 
amount of royalt1es pa1d dunng the precedmg year. If Paragraph 3 of th1s lease does not specify a delay rental amount, then for the purposes of th1s 
paragraph, the delay renta l amount shall be one dollar ($1.00) per acre 

6. ROYALTY IN KIND. Notwithstanding any other proviSIOn m this lease, at any time or from time to time. the owner of the so1l or the 
CommiSSioner of the General Land Office may. at the opt1on of e1ther. upon not less than s1xty (60) days not1ce to the holder of the lease. requ1re that the 
payment of any royalties accrumg to such royalty owner under th1s lease be made 1n kind. The owner of the soil's or the CommiSSioner of the General 
Land Office's nght to take 1ts royalty m kmd shall not dim1n1sh or negate the owner of the soil 's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations. whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalt.es acc,.;mg under thiS lease (mcluding those pa1d 1n i<1nd) shall be without deduction for 
the cost of producmg, gathenng, stonng, separating, treating , dehydratmg, compressmg, processmg , transporting , and otherw1se makmg the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value rece1ved, mcludmg any reimbursements 
for severance taxes and production related costs. 



• • • ••• • • •• •• •• • •• •• • • • • • • • • • • • • • . . . . -- . 
accompamed by the affidavit of the owner, manager or ~l'le r ~l111'1onzE!tfc!g11nt , com"'~~~ir.,he form and manner prescnbed by the General Land Office 
and showmg the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together w1th a copy of all documents, 
records or reports confirmmg the gross production, d1spos111on and market value including gas meter readmgs, pipeline rece1pts, gas line rece1pts and 
other checks or memoranda of amount produced and put mto p1pehnes, tanks, or pools and gas lines or gas storage, and any other reports or records 
wh1ch the General Land Office may reqUire to venfy the gross produCtiOn, d1spos1llon and market value In all cases the authonty of a manager or agent 
to act for the Lessee here1n must be filed 10 the General Land Office. Each royalty payment shall be accompamed by a check stub. schedule, summary 
or other rem1ttance adv1ce show1ng by the ass1gned General Land Office lease number the amount of royalty bemg pa1d on each lease. If Lessee pays 
h1s royalty on or before th1rty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater A royalty payment wh1ch IS over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty. royalties shall accrue interest at a rate of 12% per year: such mterest Will begin to accrue when the royalty is Sixty (60) days overdue. 
Affidavits and support1ng documents wh1ch are not filed when due shallmcur a penalty in an amount set by the General Land Office admm1strallve rule 
wh•ch 1s effective on the date when the affidavits or supportmg documents were due. The Lessee shall bear all respons1b1hty for paying or caus1ng 
royalties to be pa1d as prescnbed by the due date prov1ded herem. Payment of the delinquency penalty shall 1n no way operate to proh1brt the State's 
nght of forfeiture as prov1ded by law nor act to postpone the date on wh1ch royalties were ongmally due. The above penalty prov1s1ons shall not apply 1n 
cases of t1tle d1spute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fa1r market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the CommiSSIOner of the General Land Office 
with 1ts best possible est1mate of oil and gas reserves underlymg lh1s lease or allocable to lh1s lease and shall furnish said Commissioner w1th copies of 
all contracts under wh1ch gas 1s sold or processed and all subsequent agreements and amendments to such contracts w1lh1n thirty (30) days after 
entenng 1nto or makmg such contracts. agreements or amendments Such contracts and agreements when rece1ved by the General Land Office shall be 
held 1n confidence by the General Land Office unless otherwise authoriZed by Lessee. All other contracts and records pertainmg to the productiOn, 
transportation. sale and marketing of the 011 and gas produced on sa1d prem1ses, mcludmg the books and accounts, rece1pts and discharges of all wells, 
tanks. pools. meters. and p1pehnes shall at all 11mes be subject to Inspection and examination by the CommiSSioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on th1s lease shall be subm1tted 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 wntten notice to the General Land Office shall 1nclude cop1es of Railroad CommiSSIOn forms for apphcat1on to drill Cop1es of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the lime they are filed with the Texas Ra1lroad CommiSSion. All 
apphcat1ons. perm1ts, reports or other fil ings that reference this lease or any specific well on the leased prem1ses and that are submitted to the Texas 
Railroad CommiSSIOn or any o ther governmental agency shallmclude the word "State" in the title. Additionally , in accordance w1th Railroad Commission 
rules. any s1gnage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
1nclude the word "State • Lessee shall supply the General Land Office w1th any records, memoranda, accounts, reports, cuttings and cores, or other 
mformatlon relat1ve to the operation of the above-descnbed prem1ses, wh1ch may be requested by the General Land Office , 1n addition to those here1n 
expressly prov1ded for Lessee shall have an electncal and/or rad1oactiv1ty survey made on the bore-hole sect1on. from the base of the surface casing to 
the total depth of well, of all wells drilled on the above descnbed prem1ses and shall transmit a true copy of the log of each survey on each well to the 
General Land Office w1thm fifteen (15) days after the making of sa1d survey. 

(C) PENAL TIES. Lessee shall 1ncur a penalty whenever reports , documents or other matenals are not filed 10 the General Land Office when 
due The penalty for late filing shall be set by the General Land Office admm1strative rule which 1s effective on the date when the matenals were due 1n 
the General Land Office 

11. DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary term hereof and prior to discovery and 
proauct1on of 011 or gas on sa1d land, Lessee should dnll a dry hole or holes thereon, or if dunng the primary term hereof and after the d iscovery and 
actual production of 011 or gas from the leased prem1ses such production thereof should cease from any cause. th1s lease shall not termmate 1f on or 
before the exp1rat1on of s1xty (60) days from date of completion of satd dry hole or cessation of production Lessee commences additional dnlling or 
reworkmg operat1ons thereon. or pays or tenders the next annual delay rental 1n the same manner as provided 1n thiS lease If, dunng the last year of the 
pnmary term or w1thm s1xty (60) days pnor thereto, a dry hole be completed and abandoned, or the product1on of 011 or gas should cease for any cause, 
Lessee's nghts shall remam 10 full force and effect w1thout further operat1ons until the exp1rat1on of the pnmary term: and 1f Lessee has not resumed 
product1on 1n paymg quantities at the exp1rat1on of the pnmary term. Lessee may maintain this lease by conductmg add1t1onal dnlling or reworkmg 
operations pursuant to Paragraph 13. usmg the exp1rat1on of the pnmary term as the date of cessat1on of production under Paragraph 13. Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in oil or gas well withm the pnmary term hereof, Lessee may 
resume payment of the annual rental 10 the same manner as prov1ded herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-m oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
exp1rat1on of the pnmary term or any time thereafter a shut-m oil or gas well is located on the leased prem1ses, payments may be made 1n accordance 
w1th the shut-m prov1S1ons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rallon of the pnmary term. neither oil nor gas IS be1ng 
produced on satd land. but Lessee IS then engaged 1n dnlhng or reworkmg operat1ons thereon, th1s lease shall remam 1n force so long as operat1ons on 
sa1d well or for dnlling or reworkmg of any add1t1onal wells are prosecuted 10 good faith and 10 workmanlike manner w1thoutmterruptions totaling more 
than s1xty (60) days dunng any one such operation. and if they result 1n the product1on of oil and/or gas, so long thereafter as 011 and/or gas 1s produced 
1n pay1ng quantities from sa1d land. or payment of shut-In oil or gas well royalties or compensatory royalt1es is made as prov1ded 10 th1s lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the exp1ration of the pnmary term. production of 011 or gas from the leased 
prem1ses. after once obtamed, should cease from any cause, th1s lease shall not terminate if Lessee commences additional drilling or reworkmg 
operat1ons w1thm s1xty (60) days after such cessation, and lh1s lease shall remam in full force and effect for so long as such operations contmue 1n good 
faith and 10 workmanlike manner w1thout interruptions totaling more than SIXty (60) days. If such drilling or reworkmg operations result 10 the production 
of 011 or gas, the lease shall rema1n 10 full force and effect for so long as 011 or gas is produced from the leased premises 10 paymg quant1t1es or payment 
of shut-m 011 or gas well royalties or payment of compensatory royalt1es IS made as provided here1n or as prov1ded by law If the dnlling or reworkmg 
operat1ons result 10 the completion of a well as a dry hole, the lease Will not termmate if the Lessee commences additional drilling or reworkmg 
operations w1thm s1xty (60) days after the completion of the well as a dry hole. and th1s lease shall remam 10 effect so long as Lessee contmues dnllmg or 
rework10g operatiOns 10 good faith and in a workmanlike manner without Interruptions totaling more than Sixty (60) days Lessee shall give written notice 
to the General Land Office w1th1n thirty (30) days of any cessation of production 

14 . SHUT-IN ROYAL TIES. For purposes of th1s paragraph, ·well" means any well that has been ass1gned a well number by the state agency 
havmg JunsdiCllon over the product1on of oil and gas. If, at any lime after the exp~rat1on of the primary term of a lease that, until be10g shut in. was bemg 
ma1nta10ed 1n force and effect. a well capable of produc10g 011 or gas 1n paying quantities is located on the leased prem1ses, but oil or gas is not be10g 
produced for lack of su1table production facilities or lack of a su1table market, then Lessee may pay as a shul-10 oil or gas royalty an amount equal to 
double the annual rental provided 10 the lease. but not less than $1 ,200 a year for each well capable of produc1ng oil or gas 10 paymg quantities. If 
Paragraph 3 of th1s lease coes not spec1fy a delay rental amount, the:~ for the purposes of this paragraph, the delay rental amount shall be or.e dollar 
(S1 00) per acre To be effective, each initial shut-In 011 or gas royalty must be pa1d on or before (1) the exp1rat1on of the pnmary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased prem1ses, or (3) 60 days after Lessee completes a dnlling or rework1ng operation 1n accordance 
w1th the lease prov1s1ons. wh1chever date is latest Such payment shall be made one-half (1/2) to the CommiSSioner o f the General Land Office and one-
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1s an amount )ess than the annual shut-In 011 or gas royaftt."L~ee sh!lf ~a1 an amctJht et!Mt to the difference w1thm thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely pa1d will accrue penalty and interest 1n accordance with Paragraph 9 of this 
lease None of these prov1s1ons will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as prov1ded in 
Texas Natural Resources Code 52.173: however, at the determmation of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells. 

16. RETAINED ACREAGE. Notwithstanding any prov1s1on of thiS lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator m drilling such additional well or 
wells as may be reasonably necessary for the proper development of the teased prem1ses and in mar1<eting the production thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
termmate as to all of the leased prem1ses, EXCEPT (1) 40 acres surrounding each oil well capable of producmg in paying quantities and 320 acres 
surrounding each gas well capable of producing in pay1ng quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof). or a well 
upon wh1ch Lessee IS then engaged in continuous drilling or rewor1<ing operations, or (2) the number of acres included in a producmg pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration un1t for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority hav1ng jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes. th1s lease shall thereupon term1nate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notw1thstandmg the termmat1on of this lease as to a port1on of the lands covered hereby. Lessee shall nevertheless continue to have the nght of mgress 
to and egress from the lands still subject to th1s lease for all purposes described m Paragraph 1 hereof, together with easements and nghts-of-way for 
ex1st1ng roads, ex1st1ng p1pehnes and other ex1st1ng fac11it1es on, over and across all the lands described in Paragraph 1 hereof ("the reta1ned lands"), for 
access to and from the reta1ned lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event th1s tease IS in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further term1nate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retamed 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 ongmally pa1d as cons1derat1on for th1s tease (as specified on page 1 hereof). If such amount is paid, th1s tease shall be in force and effect as to 
such deeper depths, and sa1d termmatlon shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas IS produced m 
paymg quant1t1es from such deeper depths covered by th1s lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical , be in the form of a 
square w1th the well located 1n the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. With in 
th1rty (30) days after part1al term1nation of this lease as prov1ded herein, Lessee shall execute and record a release or releases contaming a satisfactory 
tegat descnption of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same. shall be filed in the General 
Land Office, accompamed by the filing fee prescnbed by the General Land Office rules in effect on the date the release 1s filed. If Lessee fails or refuses 
to execute and record such release or releases Within nmety (90) days after being requested to do so by the General Land Office,' then the 
CommiSSIOner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
1nstrument 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 bmd1ng upon Lessee for all purposes. 

17. OFFSET WELLS. Ne1ther the bonus, delay rentals, nor royalties pa1d, or to be paid. under this lease shall relieve Lessee of his obligation 
to protect the 011 and gas under the above-descnbed land from being drained. Lessee, sublessee, receiver or other agent m control of the teased 
prem1ses shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue dra1nage of 
011 and gas from the teased prem1ses. In addition, if oil and/or gas should be produced in commercial quantities within 1 ,000 feet of the teased premises. 
or 1n any case where the teased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agent m control of the 
leased prem1ses shall1n good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed w1thm 1,000 feet of the leased prem1ses start producmg m commerc1al quantities and shall prosecute such dnlling w1th d1hgence. 
Fa1ture to satisfy the statutory offset obligation may subject th1s lease and the owner of the soil's agency rights to forfeiture. Only upon the determmat1on 
of lhe CommiSSioner of the General Land Office and w1th h1s written approval may the payment of compensatory royalty under applicable statutory 
parameters sat1sfy the obligation to drill an offset well or wells required under this paragraph. 

16. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease. 
from conducting dnlhng operations on the leased prem1ses, or from producmg oil or gas from the leased premises by reason of war. rebellion. riots. 
stnkes. acts of God, or any valid order, rule or regulatiOn of government authonty, then while so prevented, Lessee's obligation to comply w1th such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally. this tease shall be 
extended wh1le Lessee IS prevented, by any such cause, from conducting drilling and rewor1<mg operat1ons or from produc1ng oil or gas from the teased 
prem1ses However. nothmg 1n th1s paragraph shall suspend the payment of delay rentals in order to maintam this lease m effect dunng the pnmary term 
m the absence of such dnlling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
1n payments owed on the leased prem1ses. then Lessee may redeem the nghts of the owner of the soil 1n the leased prem1ses by paying any mortgage, 
taxes or other hens on the leased prem1ses. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of I he soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate 1n the above 
descnbed land. whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to h1m m the proport1on which his interest bears to the entire undivided surface estate and the royalties and rental herem provided to be paid to 
the CommiSSioner of the General Land Office of the State of Texas shall be likew1se proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or h1s authorized representative must submit to the Commiss1oner of the 
General Land Office a wntten statement wh1ch explams the discrepancy between the Interest purportedly leased under this lease and the actual1nterest 
owned by the owner of the so1L The Commissioner of the General Land Office shall be pa1d the value of the whole production allocable to any undivided 
1nterest not covered by a lease. tess the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the Commiss1oner of the General Land Office rece1ve as a royalty on the gross production allocable to the und1v1ded 1nterest not leased an amount tess 
than the value of one-s1xteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a port1on of the land covered by thiS lease IS mcluded w1thm the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil 1n accordance with Natural Resources Code Sections 
52 151-52 154. or 1f, at any time after the expiration of the pnmary term or the extended term. th is lease covers a lesser number of acres than the total 
amount described herem, payments that are made on a per acre basi~ 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 exp1ration of the primary term. the number of acres 
actually retamed and covered by th1s lease. 
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lim1t1ng the fqrego1ng, pollution of coastal wetlands, nfl!Vta~~flterw:lf~. rtvers an!'J•ifn~t~ded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
mamtam fences around its slush, sump, and drainage p1ts and tank battenes so as to protect livestock agamst loss, damage or injury; and upon 
complet1on or abandonment of any well or wells. Lessee shall fill and level all slush p1ts and cellars and completely clean up the dnlling s1te of all rubbiSh 
thereon Lessee shall, wh1le conducting operations on the leased prem1ses, keep said premises free of all rubbish. cans, bottles, paper cups or garbage, 
and upon completion of operat1ons shall restore the surface of the land to as near its ongmal condition and contours as IS practicable. Tanks and 
equ1pment will be kept pa1nted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations 1n th1s paragraph, Lessee shall have the nghtto remove machmery and fixtures placed 
by Lessee on the leased prem1ses. includmg the nght to draw and remove casmg, within one hundred twenty (120) days after the expiration or the 
termmat1on of th1s lease unless the owner of the so1l grants Lessee an extension of this 120-day period. However, Lessee may not remove casmg from 
any well capable of produc1ng 011 and gas in paymg quantities. Additionally , Lessee may not draw and remove casing until after th1rty (30) days wntten 
not1ce to the Comm1ss1oner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casmg wh1ch are not timely removed by Lessee under the terms of th1s paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to th1s lease may be ass1gned, in whole or in part , and the provis1ons of this lease shall extend to and be bmding upon the1r he1rs. devisees, legal 
representatives, successors and ass1gns. However, a change or division 1n ownership of the land, rentals , or royalties will not enlarge the obligations of 
Lessee. d1m1n1sh the nghts, pnv1leges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or diviSIOn in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his he1rs, devisees, legal representatives or ass1gns) furnishes the Lessee with satisfactory written evidence of the change 
1n ownership, inCluding the onginal recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or part1al 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 1n its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the severa l owners ratably , according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
th1s lease on the part of the land upon which pro rata rentals are timely paid or tendered; however. 1f the assignor or ass1gnee does not file a certified 
copy of such ass1gnment 1n the General Land Office before the next rental paymg date, the entire tease shall terminate for fa ilure to pay the entire rental 
due under Paragraph 3. Every ass1gnee shall succeed to all nghts and be subject to all obligations, liabilities, and penalties owed to the State by the 
ong1nal lessee or any pnor ass1gnee of the lease. Including any liabilitieS to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwlthstandmg any prov1s1on 1n Paragraph 27(a), if the owner of the soil acquires th1s lease 1n whole or 1n 

part by ass1gnment w1thoutthe prior written approval of the CommiSSioner of the General Land Office, this lease IS void as of the time of ass1gnment 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 
ass1gnee 1s 

(1) a nom1nee of the owner of the so1l, 
(2) a corporat1on or subs1d1ary 1n wh1ch the owner of the so1l 1s a pnnc1pal stockholder or IS an employee of such a corporat1on or subs1d1ary; 
(3) a partnership 1n wh1ch the owner of the soil is a partner or IS an employee of such a partnership; 
(4) a pnnc1pal stockholder or employee of the corporation wh1ch is the owner of the soil; 
(5) a partner or employee 1n a partnership wh1ch 1s the owner of the soil; 
(6) a fiduc1ary for the owner of the so1l; mcludmg but not limited to a guardian. trustee, executor, administrator, rece1ver. or conservator for the 
owner of the so1l, or 
(7) a fam1ly member of the owner of the so11 or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contamed in this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or port1ons, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease IS properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
1mmed1ately pnor to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such ass1gnment or release must be 
recorded 1n 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 1n wh1ch the mstrument is recorded, must be filed 1n the General Land Office within 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such assignment IS not so filed, the rights acqwed under this lease shall be subject to forfeiture at the option of the 
CommiSSioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All proviSions pertaming to the lease of the above-described land have been included 1n th1s instrument. 
mcludmg the statement of the true consideration to be pa1d for the execution of th1s lease and the nghts and duties of the parties. Any collateral 
agreements concernmg the development of 011 and gas from the leased prem1ses wh1ch are not contamed in this lease render th1s lease invalid. 

31 . FIDUCIARY DUTY. The owner of the so11 owes the State a fiduc1ary duty and must fully d1sclose any facts affectmg the State's mterest1n 
the leased prem1ses When the Interests of the owner of the so11 confl1ct w1th those of the State. the owner of the soil is obligated to put the State's 
1nterests before h1s personalmterests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authonzed agent should knowmgly make any false return or false report concerning production or drilling, or if Lessee shall fa1l or refuse to drill any 
offset well or wells 1n good fa1th as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee 
should fa1l to fi le reports m the manner reqwed by law or fail to comply w1th ru les and regulations promulgated by the General Land Office, the School 
Land Board. or the Ra1lroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or 1f Lessee or 
an authonzed agent should knowmgly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well , or if Lessee shall knowingly violate any of the material provisions of this lease, or if th is lease 1s ass1gned and the 
ass1gnment IS not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts wh1ch authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothmg herein shall be construed as waiving the automatiC termmat1on of this 
lease by operation of law or by reason of any special limitation aris1ng hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
re1nstated before the nghts of another mtervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance w1th 
the prov1s1ons of the law and of th1s lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first hen upon all oil and gas produced from the 
area covered by th 1s lease to secure payment of all unpa1d royalty and other sums of money that may become due under th1s lease. By acceptance of 
th1s lease, Lessee grants the State, 1n addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an 
express contractual hen on and security interest in all leased minerals in and extracted from the leased premises, all proceeds wh1ch may accrue to 
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35. INDEMNITY. Lessee hereby releases and drscharges the State of Texas and the owner of the soil, therr officers, employees, partners, 
agents. contractors, subcontractors. guests, mvitees, 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 whrch are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisrons of this 
Agreement , or by any other negligent or strictly liable act or omrssion of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, !herr officers, employees and agents, !herr successors or assigns, agarnst any 
and all clarms, habrlrtres . losses. damages, actrons, personal inJury (including death), costs and expenses, or other harm for which recovery of damages 
rs sought, under any theory rncludrng tort, contract, or stnct habrlity, mcluding attorneys' fees and other legal expenses, includmg those related to 
envrronmental hazards, on the leased premrses or in any way related to Lessee's failure to comply with any and all environmental laws; those ansrng 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premrses; and those that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omrssron of Lessee, its directors, officers, employees, partners, agents. contractors, subcontractors , guests, invitees, and therr 
respectrve successors and assrgns. Each assrgnee of this Agreement, or an rnterest !herem, agrees to be liable for, exonerate, indemnify. defend and 
hold harmless the State of Texas and the owner of the soil, therr officers, employees, and agents in the same manner provided above in connection wrth 
the actrvilres of Lessee, rts officers. employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS 
AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY),. WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contammation or 
pollutron of any envrronmental medrum, including sorl, surface waters, groundwater, sedrments, and surface or subsurface strata, ambient arr or any 
other envrronmental medrum rn , on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remarn on 
the leased premrses any asbestos containing materials, explosives, toxic materials, or substances regu lated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U S C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordrnary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantrties. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Thrs lease rs rssued under the provrsrons of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relrnqurshment Act , and other applrcable statutes and amendments thereto, and if any provisron in thrs lease does not conform to these 
statutes. the statutes will prevail over any nonconforming lease provrsions. 

38. EXECUTION. Thrs oil and gas lease must be signed and acknowledged by the Lessee before it is fi led of record in the county records and 
rn the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of thrs lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk rn any county in whrch all or any part of the leased premises rs located, and certified copies thereof must be filed rn the General Land 
Office Thrs lease rs not effectrve untrl a certified copy of thrs lease (whrch IS made and certified by the County Clerk from his records) is filed rn the 
General Land Office in accordance wrth Texas Natural Resources Code 52.183. Additionally, this lease shall not be bmding upon the State unless it 
recrtes the actual and true consrderation paid or promised for execution of this lease. The bonus due the State and the prescnbed filing fee shall 
accompany such certrfied copy to the General Land Office. 

LESSEE. PETROHAWK PROPERTIES, LP 

BY P-HE:~90~ 

s~~ s v cz7fd 
J n Vaughn 

Tille: Vrce Presrdent, Land-Mrd-Contlnent 

Date· I () ;n - 1 ( 

lndrvrdually and as agent for the State of Texas 
J -



STATE OF ___{_K L t-\ l-\ t • I) 1 li 

COUNTY OF~ L S t-l 

• •• • • • • •• 

• • •• •• • • • • • • • ••• ••• 

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

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the unders1gned authonty, on th1s day personally appeared _ _,J):::...._ . .:..,K::.._~=--'-r=-'--'--:=.,=-=-t,.,_._--:-:_:--.,----:-------:­
known to me to be the person whose name 1s subscnbed to the foregoing instruments as ..:..~ ..:...'::::.Cc::::..'....:....:'_.:c-_.:~::....:..._1 :....:.....::.:...:.c_=.::..::c......c.-=---=--'--'-'-'------=--=:....:..c_.:_.:c....:...:c...::::...c_:__ 

of E H t 1\f c '-j~ L ~ "f r1e1 t.J t=>•'- ' ~nt: ' t (. Pt!.. +' t- h~~'-' k P1-o pt • +, e~ , L f:> and acknowledged to me that he 

executed the same for the purposes and constderatton theretn expressed, tn the capacity stated, and as the act and deed of said corporatton. 

,111 r/.. { 1-r . I . 
G1ven under my hand and seal of office thiS the ~ 1 day of IL U..~ L , 20lL_. 

\11111111111/t/tt 
,,,,,,, ~ p...LKE:f? It;/;'/, 
~ ~ ................ 'l 

~.~?'- ... ··· cy ··.... 'l 
~ -t" .. ·~1>-T' ··. ~ 

:2 / o ~" -.... A.'S 
~ (5 (<: ,.....<)"\'Or(\\'\'1- \ ~ ~ 
=- : r>."' s.- = o = 
~ ex: ~ ~ ~ <)'?} j :c == 
~ \ ..... -t-~ . -S:?..: "{" :2 

/' " -:;:. ·. v 10"' .. " ' 
STATE OF .LJJL-I£u4!.f\) ; ,4 ~ ··.......... P~ .... ·...-0~ -f / & """"" ~ 
COUNTY OF kE'12- AI ............ ,,,,,~; TE ~~,,,,, ............... 

Notary Pubhc 1n and~or ('/L[?L/u' ,--u..._ 

(INDIVIDUAL ACKNOWLEDGMENT) 

-6.#:8~ s,mf>~·J "'""" 
BEFORE ME, the undersigned authonty, on this day personally appeared CJ?tN CR. /H??~ V A:tJ <;;;" f-1 g'\) 

known to me to be the persons whose names are subscnbed to the foregoing tnstrument , and acknowledged to me that they executed the same for the 

purposes and cons1derat1on therein expressed 

G1ven under my hand and seal of office this the ...2}!__ day of 

Please see the attached 
California All Purpose 

Acknowledgement 

-
Notary Public in and for--------------



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

••• ••• ••• • ••• • •• 

CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT 
~~~~.¢~~.¢~~.¢~..&-Q~Q~«~.§<'¢~-9<'¢&<'¢&<3<;'<'¢-c;<¢«£'-<" 

Kern __ } State of Californra 

~.___S-;-;-: !rflPSoAJ . Notary Publi c 
H< rt. JnSI'rt NUfTof.. and 111•f Of thE Qtf~t;t • 

before me. 

G {flch_ VI\U b'HJ 
--=-~-='-1-'-'--'~-Nam•Cs) ol StgnPr(• ---------

@ 
BARBARA SIMPSON 

Commission # 179936B 
~ Notary Public - California f 
z Kern County -

) 4 9 ~ ~ 9 4Ml so~"1 :xplr:ff ~aJ '1} :}~1 ~( 

Place Notary Seal Above 

who proved to me on the basis of satisfactory evidence to 
be the persof1_!.gf whose name~ is/prt( subscribed to the 
within instrument and acknowledged to me that 
,P(ifshe~ executed the same in ~her/~ authorized 
capacity~ , and that by ~her/~ signatur9fs} on the 
instrument the person~ or the entity upon behalf of 
which the person~ acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws 
of the State of Cali fornia that the foregoing paragraph is 
true and correct. 

WITNESS~my hand and official seal " ~ 

Signatu re~ ~ 
~PubliC 

OPTIONAL 
Though the mformat1on belo~v1s not required by law, it may prove valuable to persons relying on the document 

and could prevent fraudulent removal and reattachment of this form to another document 

Description of Attached Document 

Title or Type of Document. --------- -----------------------

Document Date: _________________ ____ Number of Pages: _________ ___ 

Signer(s) Other Than Named Above: 

Capacity(ies) Claimed ~y Signer(s) 

Signer's Name:--------------
0 Individual 
0 Corporate Officer - Title(s): 
0 Partner - 0 Limited 0 General 
0 Attorney in Fact 
0 Trustee 
0 Guardian or Conservator 
0 Other: _ _ _ _ ____ _ 

Signer Is Representing: ___ __ _ 

RIGHT THUMBPRINT 
OF SIGNER 

Top or thumb here 

Signer's Name: ___ _ __________ _ 

0 Individual 

0 Corporate Officer - Title(s) : - --------
0 Partner - 0 Limited 0 General 
0 Attorney In Fact 
0 Trustee 
0 Guardian or Conservator 
0 Other: ______ _ _ _ _ 

Signer Is Representing: ____ _ 

RIGHT THUMBPRINT 
OF SIGNER 

Top or thumb here 



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

••• ••• • ••• ... ••• 
Certificate of Record 

lJ 3 . 0 D Recording Fee ... 
I 

I I " - -

J 3 . /J D Certified Copy Fee 

5' ~ [J Z2 Total Paid 
007 3Sl 

') l. 
L• It 

Return to: 

Pu .1 .J a ~krts atL 

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

BEAR GRAPHICS. INC. 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

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

............... -VOL. ____ ..... PAGE ......................... - DATERECORDED ..... ---------

DIANNE 0 . FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 

By: ................................................................. -• Deputy 

• ~aa':C:::V~~·-::';t~ .... ,.. 
., {J,w .~ .... "'11XNNBu2£'0&5fr.t.~dl!ilX· 
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·-------
•• .................. .. . ------------

...-a-------~ 



General Land OH1ce 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, \!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered 1nto thiS _14 __ day of September 

by and through 1ts agent, ~Je"-!r.:.;ry~C.!!ra~m!!:e"-!r _____ _ 

of 3704 Pme Needle C1rcle, Round Rock, Tx 78681 

(G1ve Permanent Address) 

,20_11 _ _ • between the State of Texas. actmg 

• • •••••• • 
• • •••••• • 

• 
• • •••••• • 
•• • • . ' . ' 

• 
• • 
•• • •• I 

• 
• • ••••• • 

sa1d agent herem referred to as the owner of the so1l (whether one or more), and !..P=.et!!:ro~h~a~w.!.!k!...P~ro:~:p~e.!!rt~le::::!s'--------------------

of 6100 South Yale Avenue, Su1te 500, Tulsa, Oklahoma 741 36 

(G1ve Permanent Address) 

heremafter called Lessee. 

1. GRANTING CLAUSE. For and 111 constderatton of the amounts stated below and of the covenants and agreements to be patd, kept and 
performed by Lessee under th1s lease, the State of Texas act1ng by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospectmg and drilling for and producmg 011 and gas, laymg p1pe lines, buildtng tanks, stonng 011 and butldmg power 
stat1ons. telephone lines and other structures thereon. to produce, save, take care of, treat and transport said products of the lease. the followmg lands 
Situated 1n Reeves County, State of Texas, to-w1t: 

Block 54. T-5. T&P RR Co Survey 
Section 6 W/3 N/2 SW/4 

conta1n1ng 26 66666667 acres, more or less. The bonus consideration pa1d for this lease 1s as follows: 

To the State of Texas. E1ght Thousand Three Hundred Thtrty Three Dollars and 33/100 

Dollars ($8333.33 

To the owner of the sotl Etght Thousand Three Hundred Thtrty Three Dollars and 33/100 

Dollars ($~83,_,3,3"".3""3'-------

Total bonus cons1derat1on S1xteen Thousand S1x Hundred S1xty S1x Dollars and 67/100 

Dollars ($16666 67 _) 

The total bonus consideration pa1d represents a bonus of T.!..w=o..:.T~h~o.>::cus:!la~n.!!:d:...!..F~Iv~e:....:H...:;u~n~d~r:=;ed~----------------------

-~------ Dollars ($:.;25""'0'""0'-------...J> per acre, on 6.6666667 net acres. 

2. TERM. SubJeCt to the other prov1s1ons 1n th1s lease. th1s lease shall be for a term of 3 years from 
th1s date (herem called ·pnmary term") and as long thereafter as oil and gas, or e1ther of them, 1s produced in paymg quantities from sa1d land. As used 
1n th1s lease. the term ·produced 1n paymg quantlttes" means that the rece1pts from the sale or other authonzed commerctal use of the substance(s) 
covered exceed out of pocket operational expenses for the SIX months last past. 



~A¥ RENTAlS, If RQ well IS GemmeRGeEI QR IRe leaseEI premiSeS QR er llefere eRe (1) year frem IRIS Elate, IRIS lease &Rail term IRate, 

wRiess eR ar llefare swGR aRRI'Ier&al)' Elate l essee sllall pay er teREier te tile awRer ef IRe sail er te R1s GreEIII lA tile 

er 1!6 SlJGGessars (WRIGR &Rail GQRIIRWe as IRe Elep9SII91)' regai'Giess ef GRaRges lA IRe Q'o\'Rer&Rip ef &aiEl laREI), IRe amewRt speGifieEI llelew, IR aEIEiii19R, 
lessee sllall pay er teREier te tile COMMISSIO~IER OF T~E GE~IER.A.l bAND OFFICE OF T~E STATE OF TEXAS, />,T AYSTI~I. TEXAS, a like swm eR 
er llefere sa1EI Elate PaymeRt& wREier tll1s paragrapll sllall sperate as a reRtal aREI &Rail Ge•;er IRe pn..,llege ef E1eferr1Rg tile GemmeRGemeRI ef a well fer 
aRe (1) year frem sa1EI a ate PaymeRI& wREier IRis paragrapR sllalllle lA IRe fellaw1Rg amawRI&. 

Ta IRe 9WR9r af IRe &all. 
• • •••••• • 

Oellars ($ • • •••••• • 
Ta tile State af Texas: • 

($ • • •••••• • 
~·~~~~============================================ 

Dallars ($ 
• • • • • • •• 

• 
In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for success1ve penods of one (1) . • 
year each dunng the pnmary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any : ... •' 
ass1gnee of th1s lease, and may be delivered on or before the rental paymg date If the bank des1gnated m lh1s paragraph (or 1ts successor bank) should . • 
cease to ex1st, suspend busmess, liquidate, fail or be succeeded by another bank, or for any reason fa1l or refuse to accept rental, Lessee shall not be:••••• 
held m default for fa1lure to make such payments or tenders of rental until th1rty (30) days after the owner of the so11 shall deliver to Lessee a proper 
recordable 1nstrument nam1ng another bank as agent to rece1ve such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be pa1d one-half (112) of the royalty 
prov1ded for m th1s lease to the Commissioner of the General Land Office of the State of Texas, at Austm, Texas, and one-half (112) of such royalty to the 
owner of the so1l 

(A) OIL. Royalty payable on 011, wh1ch 1s defined as mcludmg all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, diStillate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equ1pment. as here•nafter provided, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the so1l or the Commissioner of the General 
Land Off1ce. such value to be determmed by 1) the h1ghest posted pnce, plus prem1um , if any, offered or paid for 011, condensate, distillate. or other liquid 
hydrocarbons, respectively, of a like type and grav1ty m the general area where produced and when run, or 2) the highest market pnce thereof offered or 
pa1d 1n 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 prem1ses IS sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equ1pment at least as effic1ent. so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered The reqwement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includmg flared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as 011 1n subparagraph (A) above, produced from any well on sa1d land (except as provided here1n with respect to gas processed in a p lant for 
the extractiOn of gasoline, liqu1d hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
opt1on of the owner of the soil or the CommiSSioner of the General Land Office. such value to be based on the highest market pnce paid or offered for 
gas of comparable quality 1n the general area where produced and when run , or the gross pnce pa1d or offered to the producer, whichever IS the greater, 
prov1ded that the max1mum pressure base m measunng the gas under th1s lease shall not at any time exceed 14 65 pounds per square mch absolute, 
and the standard base temperature shall be s1xty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
grav1ty accord1ng to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the t1me of testing. 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other liqu1d 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the so11 or the CommiSSioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of res1due gas attnbutable to gas produced from this lease, and on fifty percent (50%), or that percent accrumg to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from th1s lease, prov1ded that 1f liquid hydrocarbons are 
recovered from gas processed 1n a plant m wh1ch Lessee (or 1ts parent, subs1d1ary or affiliate) owns an interest, then the percentage applicable to liqu1d 
hydrocarbons shall be fifty percent (50%) or the highest percent accrUing to a third party processmg gas through such plant under a processmg 
agreement negotiated at arm's length (or if there is no such third party, the hiQhest percent then be1ng specified m processmg agreements or contracts m 
the mdustry), whiChever IS the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determmed by 1) the highest market 
pnce pa1d or offered for any gas (or liquid hydrocarbons) of comparable quality 1n the general area , or 2) the gross pnce paid or offered for such residue 
gas (or the we1ghted average gross selling pnce for the respect1ve grades of liquid hydrocarbons), whichever 1s the greater. In no event, however, shall 
the royalties payable under th1s paragraph be less than the roya1t1es wh1ch would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (exceptmg liQUid 
hydrocarbons) whether sa1d gas be ·casmghead," "dry," or any other gas, by fractiOnatmg, burnmg or any other processmg shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the so11 or the CommiSSioner of the General Land Office, 
such market value to be determmed as follows 1) on the bas1s of the highest market pnce of each product for the same month m wh1ch such product 1s 
produced, or 2) on the bas1s of the average gross sale pnce of each product for the same month 1n wh1ch such products are produced: whichever is the 
greater 

5. MINIMUM ROYA LTY. Dunng any year after the expiration of the pnmary term of th1s lease, if th1s lease 1s ma1ntamed by product1on, the 
royalties pa1d under th1s lease 10 no event shall be less than an amount equal to the total annual delay rental herem prov1ded: otherw1se, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of roya1t1es pa1d dunng the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of th is 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre 

6. ROYALTY IN KIND. Notwithstanding any other proviSIOn 10 th1s lease, at any lime or from lime to t1me, the owner of the soil or the 
CommiSSIOner of the General Land Office may, at the option of e1ther. upon not less than s1xty (60) days not1ce to the holder of the lease. reqwe that the 
payment of any roya1t1es accru1ng to such royalty owner under th1s lease be made 1n k1nd. The owner of the so11's or the Commiss1oner of the General 
Land Off1ce's nght to take 1ts royalty 1n kind sha!l not diminiSh or negate the owner of the so11's or the Comm1ss1oner of the General Land Office's nghts 
or Lessee's obligations, whether express or Implied, under th1s lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accru1ng under th1s lease (including those pa1d 1n k1nd) shall be w1thout deduct1on for 
the cost of producing , gathenng, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherw1se makmg the 011, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s lease's proportionate share of any fuel 
used to process gas produced hereunder 10 any processmg plant. Notwithstanding any other prov1S1on of th1s lease, and subject to the wntten consent of 
the owner of the so11 and the CommiSSioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased prem1ses or for 
InJeCtion 1nto any 011 or gas producing formation underlying the leased prem1ses after the liquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas until it 1s produced and sold or used by Lessee 1n a manner wh1ch enlitles the royalty owners to a 
royalty under th1s lease 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken 1n kmd shall be paid to the Comm1ssioner of the General Land Office at 
Aust1n. Texas, 1n the following manner. 



p·ayme~t of royalty on production of 011 and gas shall be as prov1ded m the rules set forth in the Texas Reg1ster Rules currently prov1de that royalty on 011 
1s due and must be rece1ved m the General Land Office on or before the 5th day of the second month succeeding the month of productiOn, and royalty 
on gas IS due and must be rece1ved m the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavit of the owner, manager or other authonzed agent, completed in the form and manner prescribed by the General Land Office 
and showmg the gross amount and disposition 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 mcluding gas meter read1ngs, pipeline receipts, gas line rece1pts and 
other checks or memoranda of amount produced and put mto pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
wh1ch the General Land Office may requ1re to venfy the gross production, d1spos1t1on and market value. In all cases the authonty of a manager or agent 
to act for the Lessee here1n must be filed m the General Land Office Each royalty payment shall be accompamed by a check stub, schedule, summary 
or other rem1ttance adv1ce showmg by the ass1gned General Land Office lease number the amount of royalty bemg pa1d on each lease. If Lessee pays 
h1s royalty on or before th1rty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichev~r 'S: ••• :. 
greater. A royalty payment wh1ch 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever IS greater. In add1t1on. 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such mterest will begin to accrue when the royalty is sixty (60) days overdue.. • 
AffidavitS and supportmg documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule! • • • • • 
wh1ch 1s effective on the date when the affidavits or support1ng documents were due. The Lessee shall bear all responsibility for paymg or causing • 
royalt1es to be pa1d as prescnbed by the due date prov1ded herem. Payment of the delinquency penalty shall in no way operate to prohibit the State's• • 
nght of forfeiture as prov1ded by law nor act to postpone the date on wh1ch royalties were originally due. The above penalty prov1S1ons shall not apply in:••• •• 
cases of IItie d1spute as to the State's port1on of the royalty or to that port1on of the royalty in dispute as to fa1r market value. •.. , 

•• •• 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furn1sh the Commissioner of the General Land Office • 

w1th 1ts best possible estimate of 011 and gas reserves underlymg thiS lease or allocable to this lease and shall furn1sh said CommiSSioner with cop1es of. • 
all contracts under wh1ch gas 1s sold or processed and all subsequent agreements and amendments to such contracts within th1rty (30) days after: •• • • • 
entenng 1nto or mak1ng such contracts, agreements or amendments Such contracts and agreements when rece1ved by the General Land Office shall be• • 
held m confidence by the General Land Office unless otherw1se authonzed by Lessee. All other contracts and records pertammg to the production, : • • • • ' 
transportation, sale and marketing of the oil and gas produced on sa1d prem1ses, mcludmg the books and accounts, receipts and diSCharges of all wells, 
tanks, pools. meters, and pipelines shall at all t1mes be subject to mspechon and examination by the CommiSSioner of the General Land Office, the 
Attorney General , the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Written notice of all operat1ons on th1s lease shall be subm1tted 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 wntten notice to the General Land Office shall mclude cop1es of Ra1lroad Commission forms for application to dnll. Cop1es of well tests, 
completion reports and pluggmg reports shall be supplied to the General Land Office at the time they are filed w1th the Texas Railroad Comm1ss1on. All 
appl1cat1ons. perm1ts. reports or other filings that reference th1s lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad CommiSSIOn or any other governmental agency shallmclude the word "State" m the title. Additionally , m accordance w1th Railroad Commission 
rules. any s1gnage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
1nclude the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports , cuttings and cores, or other 
Information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly prov1ded for Lessee shall have an electncal and/or radiOactivity survey made on the bore-hole sect1on, from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above described prem1ses and shall transmit a true copy of the log of each survey on each well to the 
General Land Office w1thm fifteen (15) days after the makmg of sa1d survey 

(C) PENAL TIES . Lessee shallmcur a penalty whenever reports, documents or other matenals are not filed m the General Land Office when 
due The penalty for late filing shall be set by the General Land Office admm1strative rule which IS effect1ve on the date when the matenals were due m 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor to d1scovery and 
production of 011 or gas on sa1d land, Lessee should dnll a dry hole or holes thereon, or if during the pnmary term hereof and after the d1scovery and 
actual production of 011 or gas from the leased prem1ses such production thereof should cease from any cause, th1s lease shall not termmate if on or 
before the exp1ra11on of Sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences add1t1onal dnlling or 
reworkmg operations thereon, or pays or tenders the next annual delay rental 1n the same manner as provided in th1s lease If, dunng the last year of the 
pnmary term or w1thm s1xty (60) days pnor thereto, a dry hole be completed and abandoned, or the product1on of 011 or gas should cease for any cause, 
Lessee's nghts shall remam in full force and effect w ithout further operations until the expiration of the primary term; and if Lessee has not resumed 
production in pay1ng quant1t1es at the expiration of the pnmary term, Lessee may maintain this lease by conducting additional dnlling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in oil or gas well withm the pnmary term hereof, Lessee may 
resume payment of the annual rental m the same manner as prov1ded herem on or before the rental paymg date following the exp1rat1on of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the fa1lure to make such payment, th1s lease shall ipso facto termmate. If at the 
exp1rat1on of the pnmary term or any t1me thereafter a shut-In 011 or gas well 1s located on the leased premises, payments may be made m accordance 
w1th the shut-1n prov1s1ons hereof · 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rat1on of the pnmary term, neither 011 nor gas IS bemg 
produced on sa1d land. but Lessee IS then engaged in dnlling or reworkmg operations thereon, this lease shall remam 1n force so long as operations on 
sa1d well or for dnlhng or reworkmg of any additional wells are prosecuted m good fa1th and m workmanlike manner w1thout 1nterrupt1ons totaling more 
than s1xty (60) days dunng any one such operation, and tf they result m the production of oil and/or gas, so long thereafter as 011 and/or gas IS produced 
1n paymg quant1t1es from sa1d land, or payment of shut-m 011 or gas well royalties or compensatory royalties 1s made as prov1ded m th1s lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, product1on of 011 or gas from the leased 
prem1ses. after once obta1ned, should cease from any cause, th1s lease shall not terminate if Lessee commences additional drilling or reworking 
operations w1th1n s1xty (60) days after such cessation, and th1s lease shall remam m full force and effect for so long as such operations continue 1n good 
fa1th and m workmanlike manner w1thout interruptions totaling more than s1xty (60) days. If such drilling or rework1ng operations result 1n the production 
of 011 or gas. the lease shall rema1n 1n full force and effect for so long as 011 or gas is produced from the leased prem1ses in paymg quantities or payment 
of shut-In 011 or gas well royalties or payment of compensatory royalties IS made as provided herem or as prov1ded by law. If the dnlling or reworking 
operat1ons result m the complet1on of a well as a dry hole, the lease w1ll not terminate if the Lessee commences additional dnlling or reworkmg 
operations w1thm s1xty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworkmg operations m good fa1th and in a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
havmg JUfiSdlctlon over the production of 011 and gas. If, at any lime after the exp1rat1on of the primary term of a lease that, until bemg shut 1n, was bemg 
mamtamed m force and effect, a well capable of producmg 011 or gas 1n pay1ng quantities is located on the leased prem1ses, but 011 or gas 1s not bemg 
produced for lack of SUitable production fac1lit1es or lack of a SUitable market, then Lessee may pay as a shut-m 011 or gas royalty an amount equal to 
double the annual rental prov1ded m the lease, but not less than $1 ,200 a year for each well capable of producmg 011 or gas in pay1ng quantities If 
Paragraph 3 of th1s lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay renta l amount shall be one dollar 
($1 00) per acre To be effect1ve. each mitial shut-1n oil or gas royalty must be paid on or before· (1) the exp1rahon of the primary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased prem1ses. or (3) 60 days after Lessee completes a dnlling or reworkmg operation m accordance 
With the lease proviSIOns, whichever date IS latest Such payment shall be made one-half (1/2) to the CommiSSioner of the General Land Office and one­
half (1/2) to the owner of the so11 If the shut-m oil or gas royalty IS paid, the lease shall be considered to be a produc1ng lease and the payment shall 
extend the term of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month following the month in wh1ch 
production ceased. and. after that. if no suitable production fac11it1es or su1table market for the oil or gas ex1sts, Lessee may extend the lease for four 
more success1ve penods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in 011 or gas royalty , oil or gas is 
sold and delivered 1n paymg quantities from a well located with1n one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservo1r, or m any case m wh1ch dramage IS occurnng, the nght to contmue to mamtam the lease by paying the shut-m oil or gas royalty shall cease, but 
the lease shall remam effect1ve for the remainder of the year for wh1ch the royalty has been pa1d. The Lessee may maintam the lease for four more 
success1ve years by Lessee paymg compensatory royalty at the royalty rate prov1ded in the lease of the market va lue of product1on from the well causing 
the dramage or wh1ch 1s completed m the same produc1ng reservo1r and w1thin one thousand (1 ,000) feet of the leased prem1ses. The compensatory 



royalty '1s to be pa1d monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. beginning on or 
before the last day of the month followmg the month m which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producmg reservo1r and located w1thin one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month penod 
1s an amount less than the annual shut-moil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month penod. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of th1s 
lease None of these prov1s1ons will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided m 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstandmg any prov1sion of th1s lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or. • 
wells as may be reasonably necessary for the proper development of the leased premises and in marl<eting the production thereon. : • • • • • 

• • 
(A) VERTICA L. In the event thts lease is in force and effect two (2) years after the expiration date of the primary or extended term 11 shall the~ • • • • • 

term mate as to all of the leased prem1ses, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres • 
surround1ng each gas well capable of producing in paymg quantities (including a shut-in oil or gas well as provtded in Paragraph 14 hereof), or a wei~ • 
upon wh1ch Lessee 1s then engaged in continuous drilling or reworl<ing operations, or (2) the number of acres included in a producing pooled un1~ • • • • • 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production... • 
purposes to a proration un1t for each such producing well under the rules and regulations of the Railroad Commission of Texas. or any successor •.: 
agency , or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provistons hereof, the • 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for. • 
production purposes. th1s lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.: •• • • • 
Notw1thstand1ng the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress. • 
to and egress from the lands shll subJeCt to this lease for all purposes described in Paragraph 1 hereof, together w1th easements and rights-of-way for: .... • 
ex1sllng roads. ex1st1ng pipelines and other existing facilities on. over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retamed lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease IS in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 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 ongmally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths. and said term1nation shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced m 
paymg quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage reta1ned hereunder as to each well shall, as nearly as practical , be in the form of a 
square w1th the well located 1n the center thereof, or such other shape as may be approved by the Commiss1oner of the General Land Office. Withm 
thirty (30) days after part1al termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal descnpt1on of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office. accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
CommiSSIOner at h1s sole dtscretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
1nstrument 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 royalties paid , or to be paid, under this lease shall relieve Lessee of h1s obligation 
to protect the 011 and gas under the above-described land from being drained. Lessee. sublessee, receiver or other agent in control of the leased 
prem1ses shall dnll as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises. 
or in any case where the leased premises is being drained by production of oil or gas. the Lessee. sublessee. receiver or other agent in control of the 
leased premtses shallm good fa1th begm the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Fa1lure to saltsfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying wtlh any express or implied covenant of th1s 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 obligatton to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee 1s prevented, by any such cause, from conducting drilling and reworl<ing operations or from producing oil or gas from the leased 
prem1ses However. nothmg in th1s paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the pnmary term 
1n the absence of such dnlling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased prem1ses. If the owner of the sotl defaults 
m payments owed on the leased premtses, then Lessee may redeem the rights of the owner of the so11 in the leased prem1ses by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the CommiSSioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commiss1oner of the General Land Office, Lessee or his authorized representative must submit to the CommiSSioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the so11. The CommiSSioner of the General Land Office shall be paid the value of the whole production allocable to any undiv1ded 
mterest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the CommiSSioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If. 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 Natural Resources Code Sections 
52.151-52.154, or 1f, 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 descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered. or otherwtse severed, so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be 
calculated 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 retamed and covered by th1s lease. 

21. USE OF WATER_ Lessee shall have the right to use water produced on said land necessary for operations under th1s lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operations w1thout the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property. 
Improvements. livestock and crops on sa1d land. 

23. PIPELIN E DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 



tne wntten consent of the owner of the sotl 

25. POLLUTION. In developtng thts area, Lessee shall use the htghest degree of care and all proper safeguards to prevent pollutton Without 
ltmtttng the foregotng , pollutton of coastal wetlands, natural waterways, nvers and tmpounded water shall be prevented by the use of contatnment 
factltltes suffictent to prevent sptllage, seepage or ground water contamtnalton In the event of pollutton, Lessee shall use all means at its dtsposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responstble for all damage to public and pnvate properttes Lessee shall bu tld and 
matntatn fences around tis slush, sump, and dratnage ptts and tank battenes so as to protect livestock agatnsl loss, damage or tnjury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush ptts and cellars and completely clean up the drilling site of all rubbtsh 
thereon Lessee shall. whtle conducltng operaltons on the leased premtses, keep satd premtses free of all rubbtsh, cans, bottles, paper cups or garbage, 
and upon complelton of operaltons shall restore the surface of the land to as near tis origtnal condition and contours as ts practtcable. Tanks and 
equtpment wtll be kept patnted and presentable : • •• : • 

• 
26. REMOVAL OF EQUIPMENT. SubjeCt to hmtlattons tn thts paragraph, Lessee shall have the nght to remove machtnery and fixtures placed! . • •: • 

by Lessee on the leased premtses. tncluding the nght to draw and remove castng, wtthtn one hundred twenty (120) days after the exptratton or the-
termtnatton of thts lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove castng from • 
any well capable of producing oil and gas in paytng quantities. Addttionally , Lessee may not draw and remove casing until after thtrty (30) days ~ritten: ••• :. 
notice to the Commtsstoner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machtnery,• 
fixtures , or castng whtch are not ttmely removed by Lessee under the terms of this paragraph. • • • • : 

•• 
27. (A) ASSIGNMENTS. Under the condtltons contatned tn thts paragraph and Paragraph 29 of thts lease, the nghts and estates of etther • 

party to thts lease may be asstgned. tn whole or in part, and the provtstons of lhts lease shall extend to and be btndtng upon thetr hetrs, devtsees. legal. • 
representaltves, successors and asstgns. However, a change or dtvtston tn ownershtp of the land, rentals, or royalttes wtll not enlarge the obligations or: u • •' 

Lessee. dtmtntsh the nghts. pnvtleges and estates of Lessee. tmpatr the effecttveness of any payment made by Lessee or tmpatr the effectiveness of any • • 
act performed by Lessee And no change or divtsion in ownershtp of the land, rentals, or royalties shall bind Lessee for any purpose until thtrty (30) days : • •• •' 
after the owner of the sotl (or hts hetrs, devisees, legal representattves or asstgns) furntshes the Lessee wtlh sattsfactory written evtdence of the change 
tn ownershtp, tncludtng the ongtnal recorded muniments of title (or a certtfied copy of such original) when the ownershtp changed because of a 
conveyance A total or parttal assignment of this lease shall, to the extent of the interest ass igned, relieve and discharge Lessee of all subsequent 
obltgaltons under thts lease If thts lease ts asstgned tn its entirety as to only part of the acreage, the nght and optton to pay rentals shall be apportioned 
as between the several owners ratably, accordtng to the area of each, and failure by one or more of them to pay hts share of the rental shall not affect 
thts lease on the part of the land upon which pro rata rentals are ltmely patd or tendered; however, if the asstgnor or asstgnee does not file a certtfied 
copy of such asstgnment tn the General Land Office before the next rental paytng date, the enltre lease shalltermtnate for fatlure to pay the enltre rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subjeCt to all obligations, habthltes , and penalltes owed to the State by the 
ongtnallessee or any pnor asstgnee of the lease, includtng any liabtltltes to the State for unpatd royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provtston tn Paragraph 27(a), if the owner of the soil acqwes this lease tn whole or tn 
part by asstgnment wtlhout the prior written approval of the Commisstoner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfetted by the Commtsstoner. An asstgnment will be treated as if it were made to the owner of the soil if the 
asstgnee ts 

(1) a nomtnee of the owner of the sotl; 
(2) a corporatton or substdtary in whtch the owner of the sotlts a pnnctpal stockholder or ts an employee of such a corporalton or substdtary, 
(3) a partnership tn whtch the owner of the sotlts a partner or ts an employee of such a partnership, 
(4) a pnnctpal stockholder or employee of the corporatton whtch ts the owner of the soil, 
(5) a partner or employee tn a partnership whtch ts the owner of the sotl; 
(6) a fiductary for the owner of the soil; tncluding but notlimtted to a guardtan, trustee, executor, admtntstrator, recetver. or conservator for the 
owner of the sot I, or 
(7) a famtly member of the owner of the sotl or related to the owner of the sotl by marnage, blood, or adoption 

28. RELEASES. Under the condtltons conlatned tn lhts paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the sotl and place of record a release or releases covenng any portton or portions of the leased premtses. and thereby surrender lhts lease as 
to such port ton or port tons, and be relieved of all subsequent obltgaltons as to acreage surrendered. If any part of thts lease ts properly surrendered, the 
delay rental due under thts lease shall be reduced by the proportton that the surrendered acreage bears to the acreage whtch was covered by thts lease 
tmmedtately pnor to such surrender; however, such release wtll not relieve Lessee of any liabilities whtch may have accrued under lhts lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of thts lease tS assigned or released, such assignment or release must be 
recorded tn the county where the land is situated, and the recorded instrument, or a copy of the recorded tnstrument certified by the County Clerk of the 
county tn whtch the tnstrument ts recorded, must be filed tn the General Land Office withtn 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such asstgnment ts not so filed, the nghts acqwed under lhts lease shall be subject to forfetlure at the optton of the 
Commtsstoner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provtstons pertatntng to the lease of the above-descnbed land have been tncluded tn thts tnstrument, 
tncludtng the statement of the true constderalton to be patd for the executton of lhts lease and the nghts and dulles of the parttes. Any collateral 
agreements concerntng the development of 011 and gas from the leased premtses whtch are not contained tn thts lease render thts lease tnvaltd. 

31 . FIDUCIARY DUTY. The owner of the sotl owes the State a fiductary duty and must fully dtsclose any facts affecttng the State's tnterest tn 
the leased premtses When the tnterests of the owner of the soil conflict wtlh those of the State, the owner of the sotl ts obltgated to put the State's 
Interests before hts personal tnlerests 

32. FORFEITURE. If Lessee shall fa tl or refuse to make the payment of any sum wtlhtn lhtrty days after 11 becomes due. or tf Lessee or an 
authonzed agent should knowtngly make any false return or false report concerntng production or dnlling, or tf Lessee shall fatl or refuse to dnll any 
offset well or wells tn good fatlh as requtred by law and the rules and regulations adopted by the Commtssioner of the General Land Office. or tf Lessee 
should fatl to file reports tn the manner requtred by law or fail to comply wtth rules and regulations promulgated by the General Land Office, the School 
Land Board , or the Ratlroad Commtssion, or if Lessee should refuse the proper authority access to the records pertatntng to operattons, or tf Lessee or 
an authonzed agent should knowingly fail or refuse to gtve correct information to the proper authority, or knowingly fail or refuse to furntsh the General 
Land Offtce a correct log of any well, or if Lessee shall knowtngly vtolate any of the material provistons of thts lease, or tf lhts lease is assigned and the 
asstgnment ts not filed tn the General Land Office as requtred by law, the rights acquired under this lease shall be subject to forfetture by the 
Commtsstoner. and he shall forfett same when suffictently tnformed of the facts whtch authonze a forfetture , and when forfetted the area shall agatn be 
subject to lease under the terms of the Relinqutshment Act However, nothtng heretn shall be construed as waivtng the automaltc termtnalton of lhts 
lease by operatton of law or by reason of any spectal hmttalton anstng hereunder Forfettures may be set aside and lhts lease and all rtghts thereunder 
retnstated before the nghts of another tntervene upon sattsfactory evtdence to the Commtsstoner of the General Land Office of future compliance wtth 
the provtstons of the law and of thts lease and the rules and regulattons that may be adopted relaltve hereto. 

33. LIEN. In accordance wtth Texas Natural Resources Code 52.136, the State shall have a first hen upon all 011 and gas produced from the 
area covered by thts lease to secure payment of all unpatd royalty and other sums of money that may become due under thts lease. By acceptance of 
thts lease. Lessee grants the State. tn addition to the hen provtded by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual hen on and secunty tnlerest tn all leased mtnerals tn and extracted from the leased premtses, all proceeds whtch may accrue to 
Lessee from the sale of such leased mtnerals, whether such proceeds are held by Lessee or by a thtrd party, and all fixtures on and tmprovements to the 
leased premtses used tn connectton wtth the productton or processtng of such leased mtnerals tn order to secure the payment of all royalttes or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or conditton of thts lease. whether express or imphed This lien and security interest may be foreclosed with or without court proceedings tn 
the manner provtded tn the Title 1, Chap. 9 of the Texas Bustness and Commerce Code. Lessee agrees that the Commissioner may reqwe Lessee to 
execute and record such tnstruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no pnor or superior hens aristng from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commtsstoner at any lime determtne thatlhts representation ts not true, then the Commissioner may declare this lease forfetted as provided 
herem 

34. POOLING. Lessee ts hereby granted the nghtto pool or untltze the royalty interest of the owner of the sotl under lhts lease wtth any other 



t~asehold or mmeralmterest 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 52.151-52.154. The owner of the soil agrees that the inclusion of this provision m this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents. contractors. 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 enwonmental harm, for which recovery of damages is sought. including, but not limited to, all losses and 
expenses wh1ch are caused by the activities of Lessee, its officers, employees, and agents ansmg out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further. Lessee hereby agrees to be· liable for, exonerate, indemnify! • •• :. 
defend and hold harmless the State of Texas and the owner of the soil , their officers, employees and agents, their successors or assigns, aga1nst anye 
and all cla1ms, liabilities. losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damageS: ••.: • 
1s sought, under any theory mcluding tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related toe 
environmenta l hazards. on the teased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising • 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the: • • •: • 
surface of the leased prem1ses; and those that may anse 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. 1nvitees. and the1r• • • • : 
respective successors and ass1gns. 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 so1l, their officers, employees, and agents in the same manner provided above in connect1on w1th • 
the acllv111es of Lessee, 1ts officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF • • 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS: •• • •• 
AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE• • 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE:••••• 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contammat1on or 
pollut1on of any enwonmental medium, including soil , surface waters , groundwater, sediments, and surface or subsurface strata. ambient air or any 
other environmental med1um m, on, or under, the leased premises, by any waste, pollutant , or contaminant. Lessee shall not bring or permit to remam on 
the leased premises any asbestos conta ining materials. explosives. toxic materials, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response. Compensation and Liability Act 
(CERCLA). 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state. or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES , JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. lESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

38. EXECUTION. Th1s oil and gas lease must be s1gned and acknowledged by the Lessee before it is filed of record m the county records and 
m the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied . the effective date 
of th1s lease shall be the date found on Page 1 . 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code. this lease must be filed of record 1n 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 filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (wh1ch is made and certified by the County Clerk from his records) is filed in the 
General Land Office m accordance w1th Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

LESSEE: PETROHAWK PROPERTIES, LP 

BY· P-H Energy, LLC, ~~neral Partn_e_r _ _ _ 

BY· ~ 
Title. Vice President, Land-Mid-Continent 

Date: __ 1 _9_ :)_7_-_1'-/ ___ _ 

STATE OF JEXAS 

BY 
Jer 

lnd1v1dually and as agen~ for the State of Texas 

Date ; o/4?/! I 
, I 
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STATE OF 0 KL tide /IJI; 

COUNTY OF tUL 5/} 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared _ __,])"'--'-'"-~-=--'-'~:....:...o"""'~'-+ '-'----.,.,---...,....----~ 
known to me to be the person whose name is subscribed to the foregoing instruments as -~:::....:....1 =(.'--'-...:...;..-=-:..:....c."'-':-'-'-- ""---'--/1__,_\:...c, c l C '' "~ 1 I , t: 11 { 

of P- H f ne r LL t C..1 e_ -cl cu ~J\( r ~ ( Y e..l-ri...hc.t~ l< Pre e r andacknowledgedtomethathe 

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

Given under my hand and seal of off{~1VI iSI I~1 :21 ,{ day of (J ~ ft L t '­
,,,''' .. , p..LI<EfT 1711/// 

,, "\l"t 'l 
~ 4. ................ 'l 
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~ ~ !;:: (\"0 ,...._'}, \ ~ ~ 
-~ = ()() ~ ' o-
~ ~ ~ *()tx()~ l ::r~ 
~ \ -~ · ~/ ""{" 2 
~ ··... 'V' . .o.."./ -k' 2 
~ ····... r~:::-·· o $ 

STATE OF J ,...,... IS' ................ ~ ,~ 
- I ////;,,/ATE 0 ,,,,,,, 

COUNTY OF ~LJY\~ 11' 1111 1111 11'' 

BEFORE ME, the undersigned authority, on this day personally appeared _J(Ny='-~ 

. 20.1L 

_cdA 'fdy ~at..;__k_L ___ _ 
Notary Public in and for {') Lt..{ n ~ ~ ~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

• • ......... 
• 
• • •••••• • 

• 
• • •••••• • .. - . •• •• 

• • •••••• • 
• •••••• • 

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office th1s the _la __ day of _Ocfu.~"'-----

Notary Public an and for ~a.S __ _ 

·--------e« 
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· Certificate of Record 
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_.::.~1_..~__9..L.....:.._:,:O~Q~- Recording Fee 

__ .!.} ~]_=..!'-"-'!()~. ~0~- Certified Copy Fee 
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AN"r' PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

BEAR GRAPHICS, INC. 
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THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

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

_ __ VOL. ___ PAGE _____ DATE RECORDED----- -

DIANNE 0 . FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 

By: ___ ___________ , Deputy 



PETRQHAWK ENERGY CORPORATION 12703455 
1900 LOUISIANA STREET, SUITE 5600 · HOUSTON, TX 77002 832-204-2787 CHECK NO. 156853 

REFERENCE INVOICE DATE t= INVOICE NO. . t INVOICE AMT. j_ PRIOR PAYMEN2_j__ DISCOU_N_T --I--AMOUNT PAID 

1111-AP-74 1 11 / 14 / 11 CKREQ - TEXAS 33333 . 33 O.o b 33 3 3 3.3~ 
.GENERAL.LA 
ND.OFFICE-1 I I 
1 / 14 / 11 I 

OGML Bonus - Contract No. R-00 67 Owners o f the s bil: 
Investment Company; JR - 006 f A - Jan Vaughn; JR-006 t B -

JR- 00 67 - Gill 
Jerry f ramer 
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VENDOR 

26956 TEXAS GENERAL LAND OFFICE 33 ,333 . 33 
CHECK DATE _ l 

11/ 1 5/ 1 TOTAL 
--~------------~ 



• •••••• • • 
• •••••• • • 

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

•• •• . . . 
•• • 

' 

.· 

JAMES MICHAEL CARROLL 
149 CLYDES LN. 
LAKE CHARLES, LA 70607-8723 
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CHASE 0 
JPMorgan Cha~ Bank. N.A. 
Balon Rouge, Louisiana 70801 
www.Chase.com 

MEMO C-,• I~ ;;..~!rvvvf- /&.~ 
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John L. Robertson, Inc. 
P. 0. Box 1524 
200 East Sabine St. 
Carthage, TX 75633 
(903) 693-6262 

October 20, 2011 

State of Texas 
General Land Office 
1700 N. Congress Ave . 
Austin , TX 78701 

Attn: Mr. Drew Reid 

Re: Oil and Gas Lease 
Block 54, T-5, T&P RR Co. Survey 
Section 6: W/3 N/2 SW/4 
Reeves County, Texas 

Mr. Reid: 

Enclosed please find a copy of signed Oi l and Gas Lease between Jan Vaughn, as Agent for 
the State of Texas and Petrohawk Properties, LP, in the above captioned area. Also enclosed 
is a check in the amount of $100 for the processing fee. 

The bonus amount was pre-approved verbally with you and the lease is being sent to record in 
Reeves County. Upon receipt of the recorded lease, a certified copy will be forwarded to you 
with the State's portion of the bonus and the required $25 filing fee. 

Please process this lease and advise if you have any questions or comments. 

Thank you, 

Carla Cawood 

Enclosures 
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John L. Robertson, Inc. 
P. 0 . Box 1524 
200 East Sabine St. 
Carthage, TX 75633 
(903) 693-6262 

October 20, 2011 

State of Texas 
General Land Office 
1700 N. Congress Ave. 
Austin , TX 78701 

Attn: Mr. Drew Reid 

Re: Oi l and Gas Lease 
Block 54, T-5, T&P RR Co. Survey 
Section 6: W/3 N/2 SW/4 
Reeves County, Texas 

Mr. Reid: 

Enclosed please find a copy of signed Oil and Gas Lease between Jerry Cramer, as Agent for 
the State of Texas and Petrohawk Properties, LP, in the above captioned area. Also enclosed 
is a check in the amount of $100 for the processing fee. 

The bonus amount was pre-approved verbally with you and the lease is being sent to record in 
Reeves County. Upon receipt of the recorded lease, a certified copy will be forwarded to you 
with the State's portion of the bonus and the required $25 filing fee. 

Please process this lease and advise if you have any questions or comments. 

Thank you, 

Carla Cawood 

Enclosures 
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eptember 27, 20 11 
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1
JL. JOHN L. ROBERTSON 
~ Oii&Gas 

J am es M . Carro U 
Petroleum I .antlman 
I I() Raul Jolorcz Jlhtl. 

Peens, 'IX 79772 
(1H) 274-0499 Cell 

I ;uutl: Jamc:;.m.C .;trroll 14@gmatl.com 

Paid-up O il, G as & finerals Lease 
Rc.cvcs County, Texas 

D ear Mr. Reid, 

t\ttached is a paid up O il, Gas, and Mineral 1 .ease comprising o f land the G ill Investment 
Company has an interest i.n for Reeves County, Texas. This lease will be for a term of 3 years 
from the effective date ('eptember 7, 2011). The lease will be with Pctrohawk Properties, 
LP. l t covers 26.6666667 G ross acres being the W /3 o f / 2 of SW / 4 in ' cction 6, Block 
54 T ownship 5, Reeve Coun ty, Texas. G ill Investment Company and the ta te o f Texas 
own an undivided 13.333333 acres, and arc being paid $2,500.00 per acre, making the total 
bonus amount $33,333.33 with a O ne-Q uar ter (1 / 4) royalty payment, should production 
occur. The G ill Investment Company and the Sta te of T exas are each to receive payment o f 
$ 16,666.67 fo r bonus consideration. 

For additions to the lea e, p lease draw your attention to the "Orange" tab on the working 
lease. The lessor requested T add his preferred language for P ugh Clause. 

T f you have any questions, please do not hesitate to call 

, inccrcly, 

.. 

J ame M. Carro ll 
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John L. Robertson, Inc. 
P. 0 . Box 1524 
200 East Sabine St. 
Carthage, TX 75633 
(903) 693-6262 

November 16, 2011 

State of Texas 
General Land Office 
1700 N. Congress Ave. 
Austin , TX 78701 

Attn: Mr. Drew Reid 

Re: Oil and Gas Leases 
Block 54, T-5, T&P RR CO Survey 
Section 6: W/3 N/2 SW/4 
Reeves County, Texas 

Mr. Reid: 

Enclosed please find a certified copy of Oil and Gas Leases between Gill Investment Company, 
as Agent for the State of Texas and Petrohawk Properties LP, Jan Vaughn, as Agent for the 
State of Texas and Petrohawk Properties LP, and Jerry Cramer, as Agent for the State of Texas 
and Petrohawk Properties LP, in the above captioned area. Also enclosed are 3 checks in the 
amount of $25 each for the filing fee, as well a check in the amount of $33,333.33 for the State's 
portion of the bonus covering all three Leases. Please feel free to call if you have any questions 
or comments. 

Thank you, 

Carla Cawood 

Enclosures 
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TE XAS 

October 22, 20 12 

Micah Strother 
Petrohawk Properties 
1360 P ostoak Blvd, Su ite 150 
Houston, Texas 77056 

Re: Sta te Lease MF 113656 

Dear Mr. Strother: 

GE NE RAL L AN D O JFFK C E 
JERRY PATTERSON, COMMISSIONER 

Three Relinquishment Act Leases described on Page 2 hereof 
Covering Sec. 6, Blk. 54, T-5 , T&P RR Co Survey, Reeves 
County, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
fi led in our records under Mineral File numbers as set out on Page 2. Please refer to these numbers when 
making payments to the State and in all future correspondence concerning the leases. Failure to 
include the mineral me numbers may delay processing of any payments towards the leases. 

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 1 O(B) wh ich requires submission of written notice for all 
dri lling, production and related activities. When forms are fi led with the Texas Railroad Commiss ion, 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, 
Inclination Repmt; electric logs; directional surveys. 

Chapter 52 of the Texas Natural 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 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 
equal ly with the state. 

Your remittances are set out on Page 2 and have been applied to the State's portion of the cash bonus. We 
are also in receipt of the processing and fi ling fees. 

Sincerely yours, 

~tb~ 
Deborah A. Cantu 
M ineral Leasing, Energy Resources 
(512) 305-8598 
deborah.cantu@glo.texas.gov 

Stephen F Austin Building • 1700 Nor th Congress Avenue • Austin, Texas 78701 -1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.stare. tx.us 



Micah Strother 
October 22, 2012 
Page2 

State Lease MF113656A 

State Lease MF113656B 

State Lease MF113656C 

Lease dated 09/07/I I recorded File 7866, Reeves Co. 
Gill Investment Co., agent for State of Texas, Lessor 
Bonus received $16,666.67 

Lease dated 09114/11 recorded File 7867, Reeves Co. 
Jan Vaughn, agent for State of Texas, Lessor 
Bonus received $8,333.33 

Lease dated 09/14/11 recorded File 7868, Reeves Co. 
Jeny Cramer, agent for State of Texas, Lessor 
Bonus received $8,333.33 
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