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Transactiln # 7266 GaoD,;st: R. Widmayer 

LBssor: Pollan, Rondald C., Individually and as Trustee of the Palla LBasa OatB: 4/20/2011 II 0 

LBssaa: Petrohawk Properties, LP Gross AcreS: 925 

Nat AcreS: 33.958 
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, RELINQUISHMENT ACT-LEA~E J "PPLICA TION 

Texas General Land Office J eny Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 27-Apr- 11 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Petrohawk Properties, LP County: 

Prim. Term: 5 years Bonus/Acre $2,000.00 

Royalty: 114 Rental/ Acre $1.00 

Consideration 

CJ.tl/1 Recommended: --;:;;;- Date: 

Not Recommended: ----
Comments: Rentals paid for years 2 & 3. 4 to pay 5 at $2000.00. 

~eForm 
Recommended: _..._(2._'/11 __ 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: (?..c~ 

Not Recommended: ----

Bill Warnick. General Counsel 

Recommended: {;Jf~J 
Not Recommended: ----

L 

Approved: ~---"~-

Not Approved: ___ _ 

Date: _ _ <l_h_">_7..J...(...;.:.t1 __ 

Date: S- ~ - 1 J 

Date: >lfjf; I . 

Date: {/l{l~ 

REEVES 
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PETROHAWK ENERGY CORPORATION 
1000 LOUISIANA STREET, SUITE 5600 • HOUSTON, TX 77002 832-204-2787 

12704034 
CHECK NO. 156394 

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

1111-AP-623 11/09/1~ CKREQ- TEXAS 25000.0P 0.0) 25000.0( 
. GENERAL.· L 11. 
ND.OFFICE-
1/09/11B 

Soil Owners: C~arles Knorr Sr. 1 /2 , Bi 1 Chancel l >r 1/6, Tra~ey 
Chancellor 1/6, Flynt Chan~ellor 1/6 

I(..J'<~l- DP.~ 
YY\T \'-.J~ 

~\·\~ \''() \'(f., ·t" l-­

(1;, L""- \C: !..\~<.:>~-~ 

·lt',\,J.;.).(L../ 

VENDOR 

26956 TEXAS GENERAL LAND OFFICE 

PETRQHAW~K ENf; 
ACC_OUNTS PAYAB~E: 

PAY . 

' TO THE 
'Q'RDER 
·op . 

. 1000 LOUISIANA 
. HOUS;TG~, TX . 

&32-204-~787 . 

Twenty- five-· thous·cif1.~ ·"ct81:-la_i~ :-~nd 
. :-_-.-~. ) . .-/ .... ;., .; ., :- .. i: 

. . . -- \ ,; __ : .. ·:·:-
. -.. ... . -

. ·. TEXAS. 'GEI'iERAL ·LAND-.OFFIOE· . · 
. - 17o6' .. NORT-H ··coNGREss···.A.vg: ··: · -~,_ 

. ··AVST;[N ,· ,.':rx c7:&::toJ.,>~- · -~.:.:·.- · ~"·-:. ·::- ~: ··- · 
:', ,,( ,,- ' ·, I ., ,'· •. ·• ·.·,_-: __ .... •. - :..:~-. ·: :.·.·· .... •• ) -, : . , • 

. ~--. r ' ((;~)) \\ >)'\ 
. 

CHECK DATE TOTAL l v 
11/10/1~ '.- . .: . . j\ 25, _000. 0( 
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EXPLORATION LAND SERVICES, LLC 
P 0 Box 52105 • Lafayette, Louisiana 70505-2105 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

December 2, 2011 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 
Stephen F. Austin I3uilding, RM. 847 
Austin, Texas 7870 1 

Re: Oi l, Gas and Mineral Leases 
Reeves County, Texas 

Dear Drew: 

Via Fer/Ex 

Enclosed herewith, please find six (6) checks, made payable to the Commissioner of the General 
Land Office as well as copies of said checks. Also enclosed are reports prepared for you containing 
a calculated breakdown of the interests and properties the checks cover. 

Date 
11130/2011 
11/30/2011 
11 /30/20 11 
11/30/20 11 
11/09/2011 
11109/201 1 

Check No. 
158536 
158533 
158535 
158534 
156395 
156394 

Amount 
$450,000.00 

$80,000.00 
$20,000.00 
$17,354.17 

$8,395.75 
$25,000.00 

Please note that check no. 's 158535, 158534, 156395 & 156394 cover property located in Sections 
44 & 46, Block 57, Township 3. We have previously sent payments in the following amounts for 
this section: $340,829.72 on 5/2/1 1 by check no. 7828 (the total on thi s check was for 
$2,568,528.22); $107,941.30 on 6/3/11 by check no. 7937 and $205,612.40 on 6/3/1 1 by check no. 
7936. Please note that at the time that payment was sent we did not have the correct acreage figures 
for the soil owners listed on the spreadsheets which were sent in with the payments. Since ti tle is 
now complete, we have revised the spreadsheet to show the correct acreage and amounts that should 
have been paid per soil owner. Please disregard all previous spreadsheets that were sent in reference 
to said Sections 44 & 46, Block 57, Township 3 and use the spreadsheet sent with these payments 
for the correct acreage. 

Please sign and return the copies of the checks to me in the enclosed prepaid envelope. 

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

encl. 
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. 
Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from this instrument 
before it is filed for record in the publ ic records: your social security number or your driver's l icense number. 

General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

• •••••• • • 
• •• ••• • • • 

• 
•••• • • %lusttn, Z!Cexas •••• 

•• •• • • • • • 
• 

• •••••• • • OIL AND GAS LEASE 
• •••••• • • 

THIS AGREEMENT is made and entered into this~ day of September, 2011 , between the State of Texas, acting by and through its agent, 

CHARLES KNORR SR., a single man, of 5109 Green Tree Boulevard, Midland, Texas 79707 said agent herein referred to as the owner of the soil 

(whether one or more), and PETROHAWK PROPERTIES, LP of 6100 SOUTH YALE AVENUE, SUITE 500, TULSA, OKLAHOMA 74136 hereinafter 

called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 

performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 

the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 

stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 

situated in REEVES County, State ofTexas, to-wit: 

15.0 acres, more or less, being all of Lots 1, 2 and 6 of Block 11 , situated in the Subdivision of Section 44, Block 57, Township 3, Abstract 3036, T. & 
P. Railroad Company Survey, Reeves County, Texas, as depicted on that certain plat dated May 8, 1915, recorded in Volume 1, Page 30, of the Map 
Records of Reeves County, Texas, 

10.0 acres, more or less, situated in the Subdivision of Section 46, Block 57, Township 3, Abstract 3035, T. & P. Railroad Company Survey, Reeves 
County, Texas, as depicted on that certain plat dated May 8, 1915, recorded in Volume 1, Page 30, of the Map Records of Reeves County, Texas 
and being more particularly described below: 

TRACT 1: 5.0 acres, more or less, being all of Lot 7, Block 6; 
TRACT 2: 5.0 acres, more or less, being all of Lot 3, Block 11 ; 

containing 25.000 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: TWELVE THOUSAND FIVE HUNDRED AND 00/1 00 

Dollars ($12,500.00) 

To the owner of the soil TWELVE THOUSAND FIVE HUNDRED AND 00/100 

Dollars ($12,500.00) 

Total bonus consideration: TWENTY FIVE THOUSAND AND 00/100 

Dollars ($25,000.00) 

The total bonus consideration paid represents a bonus of TWO THOUSAND AND 00/100 Dollars {$2,000.00) per acre, on 12.500 net acres. 

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

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one {1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit In the _____ _ 
-------:---:--:---:---:--:----c-:---~--:-- Bank, at PAY DIRECTLY TO OWNER OF THE SOIL 
or its successors {which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: - -------------------------------
Dollars ($ _ ___ ______ ___} 

To the State of Texas: REFER TO ADDENDUM PARAGRAPH 40 (THIS IS A PAID UP LEASE) 

Dollars {S _______ _ _ _J 

Total Delay Rental:------------- ------------------
Dollars (S _ _ _ ______ _J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one {1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil rT_JaY be ~ad: by check or si~ht draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank des1gnated 1n th1s paragraph (or 1ts successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 



~ecordabl~ instrument naming another bank as agent to receive such payments or tenders. 

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

(A) OIL. Royalty payable on oil , which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 

, •••• ~uch terms and conditions as they prescribe. 
• • 

, ..... : (B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which is defined as all hydrocarbons and gaseous substances not 
• eefined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 

• the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
, • •• · ~ption of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
• • • •gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer. whichever is the greater; 

• • • •erovided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
: • • and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 

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

•: • • •: (C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
~drocarbons 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 

•:•••cit the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing 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 Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

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

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

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reseNes underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts , agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells. 



tanks, poo"ls, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda , accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 

• • • • • ~eneral Land Office within fifteen (15) days after the making of said survey. 

• • 
• (C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 

•: • • •clJe. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in 
• the General Land Office . 

•••• 
• • • • • • 11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
• • • .production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
: • ,pctual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 

• before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
ri working operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 

• : • • t:imary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
~ssee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 

•: .. T>%oduction in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a 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 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1 ) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid 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 reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 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 satisfy 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 producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 



access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(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 originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is 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 his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
• ••• rst~ume.nt at Lessee's e.xpense in the county or counties where the lease Is located and in the official records of the General Land Office and such 
• l estgnatton shall be blndtng upon Lessee for all purposes . 
• 

• •• • 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
·• • • . to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
, • • . premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
: • . c!il and gas from the le;~sed 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 
l~ased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 

' : • .. ~ell or wells completed within 1 ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
F.ailure 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 

': • • •ct 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 with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, 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 while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land 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 soil. 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 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 if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
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 retained and covered by this lease. 

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

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall 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 painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this 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 this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 



. 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent 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 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

(1) a nominee of the owner of the soil; 
• •••••• • • 

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil is a partner or is an employee of such a partnership; 

• •• ••• • • • 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee In a partnership which is the owner of the soil; 

• 
•••• 

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption . • • ••• • 

•• •• 
: • • • 28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 

• owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
!~such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 

•:• • a: 1ay 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 
il"imediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 

•: •• ~~rrender of such acreage. 

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

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

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

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

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be 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 in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and ali environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its 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 contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "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 ATIORNEYS' 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 

•••••qc>NTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
• OONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 

•• •••~E LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
• ~PLICABLE 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 WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
... f'ARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 

:• • • (\OVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
• ()F 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 
•: .. ~:own as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 
• • • • ~~lutes, the statutes will prevail over any nonconforming lease provisions. 

• • 
38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and 

in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County 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 (which is made and certified by the County Clerk from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed fil ing fee shall 
accompany such certified copy to the General Land Office. 

ADDENDUM PROVISIONS - #40 AND #41 

40. DELAY RENTALS. As stipulated In Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2'"') and 
third (3"') years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the fourth (4"') and fifth (5"') 
years of the primary term provided for herein by tendering a payment of two thousand dollars ($2,000.00) per net acre, such payment to be divided 
equally between the State of Texas and the owner of the soil and made prior to September 9, 2014, as to any acreage covered hereby and not 
otherwise being maintained by any other provision herein at such time. 

41 . If. at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or within 180 days prior to 
the expiration of the primary term Lessee has completed a well as a dry hole or commenced a well on the leased premises or lands pooled therewith, or 
Lessee is then engaged in operations on the leased premises or lands pooled therewith , Lessee agrees to begin a continuous drilling program within 
180 days after the end of the primary term or within 180 days after completion of such well or the cessation of such operations, whichever is the later 
date; and thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration units have been 
drilled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeeding well. Should Lessee 
fail to begin the continuous drilling program or subsequently default in the performance thereof, then in either event, this lease shall terminate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 100 feet below the base of the 
deepest penetrated formation. As used in this paragraph: i) the term "commission" means the Railroad Commission of the State of Texas or any 
successor agency, ii) the term "proration unir means any acreage designated as a drilling unit or production unit in accordance with the rules of the 
commission (or any other governmental authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and "completion• mean the date the initial 
potential test report is filed with the commission. if a productive well, or the date the plugging report is filed with the commission, if a dry hole, in either 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have 
the rights of ingress and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled therewith, for the 
purposes described in paragraph 1 hereof, together with easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of 
the leased premises for the exploration, development, production, gathering or transportation of oil, gas and other products from the lands still subject to 
this lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this lease shall 
be the termination or partial termination of Lessee's rights under the lease as provided above. 

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

STATEu·>H~ n ~ 
BY: ddM~~6 

CHA ESKNORR, SR. 

Individually and as agent for the State of Texas 

Date"1\-0v-e.-~ ( d.. , .;2a l \ 

LESSEE: PETROHAWK PROPERTIES, LP 

, 
BY: D.R. Deffenbaugh 

Title: Vice President - Land 

Date: ---"1_1_-.....:/f_-_/_/ ___ _ 



STATE OF OKLAHOMA 

COUNTY OF TULSA 
• •• •••• • • BEFORE ME, the undersigned authority, on this day personally appeared D.R. Deffenbaugh known to me to be the person whose name is 
• •! .. ~bscribed to the foregoing instruments as Vice President - Land of P-H Energy, LLC. general partner of Petrohawk Properties. LP. a Texas limited 

" partnership and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the ..... 
• .... jltl and deed of said corporation. 

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

Given under my hand and seal of office this the 

STATE OF k)(~ <;. 

COUNTY OF ~~OLA-v--D 

/~ day of_~--=::....::.._~~-=-v___::...._...,... 2011 . 

Noto1::~~ 

BEFORE ME, the undersigned authority, on this day personally appeared CHARLES KNORR, SR., known to me to be the person whose 

name is subscribed to the foregoing instruments, and acknowledged to me that he executed the same for the purposes and consideration therein 

expressed. 

Given under my hand and seal of office this the / .;:< day of~ V b 6 __...- 2011. 
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Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from this instrument 
before it is filed for record in the public records: your social security number or your driver's license number. 
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• 
•••• • • •••• >tlustin, mexas •• •• • • • • • 
• 

• •••••• • • OIL AND GAS LEASE 

• •••••• • • THIS AGREEMENT is made and entered into this 9'h day of September, 2011 , between the State of Texas, acting by and through its agent, 

BILL CHANCELLOR. Ill. aka Charles William Chancellor. Il l. a single man, of 915 James Street, Austin. Texas 78704 said agent herein referred to as 

the owner of the soil (whether one or more), and PETROHAWK PROPERTIES LP of 6100 SOUTH YALE AVENUE, SUITE 500, TULSA. OKLAHOMA 

7 4136 hereinafter called Lessee. 

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

15.0 acres, more or less, being all of Lots 1, 2 and 6 of Block 11, situated in the Subdivision of Section 44, Block 57, Township 3, Abstract 3036, T. & 
P. Railroad Company Survey, Reeves County, Texas, as depicted on that certain plat dated May 8, 1915, recorded in Volume 1, Page 30, of the Map 
Records of Reeves County, Texas. 

10.0 acres, more or less, situated in the Subdivision of Section 46, Block 57, Township 3, Abstract 3035, T. & P. Railroad Company Survey, Reeves 
County, Texas, as depicted on that certain plat dated May 8, 1915, recorded in Volume 1, Page 30, of the Map Records of Reeves County, Texas 
and being more particularly described below: 

TRACT 1: 5.0 acres, more or less, being all of Lot 7, Block 6; 
TRACT 2: 5.0 acres. more or less, being all of Lot 3, Block 11; 

containing 25.000 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: FOUR THOUSAND ONE HUNDRED SIXTY SIX AND 67/100 

Dollars ($4 , 166.67) 

To the owner of the soil FOUR THOUSAND ONE HUNDRED SIXTY SIX AND 67/100 

Dollars {$4, 166.67) 

Total bonus consideration: EIGHT THOUSAND THREE HUNDRED THIRTY THREE AND 33/100 

Dollars ($8,333.33) 

The total bonus consideration paid represents a bonus of TWO THOUSAND AND 00/100 Dollars ($2,000.00) per acre, on 4.166 net acres. 

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

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one {1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the _____ _ 
----,------,-,-:-:-----,-...,.,--.,.,-----:-:-:-- Bank, at PAY DIRECTLY TO OWNER OF THE SOIL , 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil:----- --------------------------
Dollars ($ _________ --' 

To the State of Texas: REFER TO ADDENDUM PARAGRAPH 40 (THIS IS A PAID UP LEASE) 

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 successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 



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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe . 

• 
•: • • •: (B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 

ciefined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
•: •• • f11e extraction of gasoline, liquid 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 Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
• •• .gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 

•. •• .,Jfrovided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
•. • .and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
: • 4avity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing . 

• 
• (C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 

•: • • '\11drocarbons 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 
qt the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 

•: .. tfoduction of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fractionating , burning or any other processing 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 Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

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

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

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts. gas line receipts and · 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be fi led in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 



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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worl<over, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other fi lings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State• in the tit le. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey . 
• •••••• 

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

• tlote General Land Office . 
• 

• ••• 11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
• • • • .,roduction of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
• • • ~ctual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
: • ~efore the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 

• reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
l)'imary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 

•: • • U ssee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
~duction in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 

•: • • o~erations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworl<ing 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworl<ing 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a worl<manlike 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 ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. 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 soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the marl<et value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (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 reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 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 satisfy 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 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) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or _wells for product_ion pu~poses. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless cont1nue to have the nght of mgress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 



(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 originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is pa id, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deepe·r depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is 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 

••• • • ' ommissioner at his sole discretion may designate by written instrument the acreage andfor depths to be released hereunder and record such 
• itlstrument 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 

••••• Cesignation shall be binding upon Lessee for all purposes. 
• • 

• 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
• • • • ·~ protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 

• • • •premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
: • • • ·~il and gas from the leased premises. In addition, if oil andfor gas should be produced in commercial quantities within 1 ,000 feet of the leased premises, 
• •or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 

• leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining 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. 

•:•••f!ailure 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 
al the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 

•: • • ·~rameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease. 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, 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 while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land 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 soil. 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 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 if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
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 retained and covered by this lease. 

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

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall 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 painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soli grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this 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 this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until ttlirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 



conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
th is lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

(1) a nominee of the owner of the soil; 

• •••••• • • 

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in wh ich the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 

• ....... (5) a partner or employee in a partnership which is the owner of the soil; 
• • (6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 

owner of the soil; or • 
•••• • • •••• 

(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption . 

:• • • • • 28. RELEASES. Under the conditions contained in th is paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
• ~wner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 

• to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
• • • .. elf lay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 

• immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
•• •• .~rrender of such acreage. 
• • 

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

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

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

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

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be 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 in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are ~aused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers , employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its 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 contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materia ls, 
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 regu lation ("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 ATIORNEYS' 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 

..... ~ONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
• .,HE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
•••••~PPLICABLE 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 WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 

• .. ••P.ARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
••• -GOV ERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 

:• • • ectF 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 
hnown as the Relinquishment Act. and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 

•: • ··~atutes , the statutes will prevail over any nonconforming lease provisions . 

• 
•: • • •: 38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and 

in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County 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 (which is made and certified by the County Clerk from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. 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. 

ADDENDUM PROVISIONS - #40 AND #41 

40. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2110
) and 

third (3ro) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the fourth (41h) and fifth (51h) 
years of the primary term provided for herein by tendering a payment of two thousand dollars ($2,000.00) per net acre, such payment to be divided 
equally between the State of Texas and the owner of the soil and made prior to September 9, 2014, as to any acreage covered hereby and not 
otherwise being maintained by any other provision herein at such time. 

41 . If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or within 180 days prior to 
the expiration of the primary term Lessee has completed a well as a dry hole or commenced a well on the leased premises or lands pooled therewith , or 
Lessee is then engaged in operations on the leased premises or lands pooled therewith, Lessee agrees to begin a continuous drilling program within 
180 days after the end of the primary term or within 180 days after completion of such well or the cessation of such operations, whichever is the later 
date; and thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration units have been 
drilled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeeding well. Should Lessee 
fail to begin the continuous drilling program or subsequently default in the performance thereof, then in either event, this lease shall terminate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 100 feet below the base of the 
deepest penetrated formation. As used in this paragraph: i) the term "commission" means the Railroad Commission of the State of Texas or any 
successor agency, ii) the term "proration unit" means any acreage designated as a drilling unit or production unit in accordance with the rules of the 
commission (or any other governmental authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement• mean the date when a well is spudded, and iv) the terms "completed" and "completion· mean the date the initial 
potential test report is filed with the commission, if a productive well, or the date the plugging report is filed with the commission, if a dry hole, in either 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have 
the rights of ingress and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled therewith. for the 
purposes described in paragraph 1 hereof, together with easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of 
the leased premises for the exploration, development, production, gathering or transportation of oil , gas and other products from the lands still subject to 
this lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this lease shall 
be the termination or partial termination of Lessee's rights under the lease as provided above. 

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

STATE OF TEXAS 

BY: ~~:,..,...:~~~~~t;'---':/ ~.,...-O.,...-y-~--:-:-::::-:---:=:-:----::---:-:: 
BILL CHANCELLOR, Ill , aka Charles William Chancellor, Ill 
Individually and as agent for the State of Texas 

Date: // ' f 4- 2 ° I 1 

LESSEE: PETROHAWK PROPERTIES, LP 

BY: D.R. Deffenbaugh 

Title: Vice President - Land 

Date: -"-j_i_-J,_~_-_!1 ___ _ 



STATE OF OKLAHOMA 

COUNTY OF TULSA 

BEFORE ME, the undersigned authority, on this day personally appeared ..,D"". R'-'.'-'D"'-e~ff"'e"-'n-"'b"'a"'u"'g'-'-h __________ _______ _ 

known to me to be the person whose name is subscribed to the foregoing instruments as V"""""'ic::e_,_P_,.r""'e""si""d""'e'""nt,_-_,L,.,a::..:.n:..:d'-------- - ------­
• •: u et P-H Energy, LLC. general partner of Petrohawk Properties. LP. a Texas limited partnership and acknowledged to me that he 

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

• • L 
• Given under my hand and seal of office this the L day of _ _,~--"'=-=-...;.,:..'J.=:L-=UOt'--_;:_--· 2011. 

·~·· 
:::·.: •• • •• ,,,,,,,~~1111/(/flttt;///. ~i- ~:' ~ 

.$' t>-'- .................. 1>-. 'l.- -~ ~d_Vt 
.... ~~·.~·, ... ~.~ ~ 2 ~, .. ··Q.• .... rv ·· .... '6 ~ 

2).. / "(' t;y ~ \. -:s:, ~ Notary Public in and for ~ • 
• •••••• • • 
• •••••• • • 

:: <( :~ " !'II ' <( -:: ~ !O & 9;j 2 \ -l § 
~ <!. \z ~ <:> £5! 6 ~ 
~ l"': .... ~ Q. ~-..... 2 
~ ~ ·· .... ~ <? ...... ~ ~ 
% ······ ............... ··~ 0$ 

""1't
11 

ST P.. "'i ,,,,,'' 

''''''"""''''' 

STATE OF _ _ --\e__,_.=e:..:c~:..:..c..:..:S.==------

TOBIN L SIERACKI 
Notary Public 

STATE OF TEXAS 

My Comm. Exp. 0&04-14 

BEFORE ME, the undersigned authority, on this day personally appeared BILL CHANCELLOR, Ill , aka Charles W illiam Chancellor, Ill, known 

to me to be the person whose name is subscribed to the foregoing instruments, and acknowledged to me that he executed the same for the purposes 

and consideration therein expressed. 

Given under my hand and seal of office this the \ 'i t,h day of 
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TEXAS 

July 11,2012 

Natalie Holeman 
Exploration Land Services 
PO Box 52105 
Lafayette, Louisiana 70505 

Re: State Lease MF 113888 

Dear Ms. Holeman: 

GENERAL LA D OFFKCE 
JERRY PATTERSON, COMMISSIONER 

Four RAL leases covering Lots 1, 2, & 6, Sec. 44, Blk. 11, 
and Lots 3 & 7, Sec. 46, Blk. 57, T&P Ry Co. Survey, 
Reeves, TX 

The General Land Office is in receipt oftwo leases and payment of$25,000.00 as the bonus 
consideration. The bonus consideration pays for a total of four leases, two being for Tracey 
Chancellor and Flynt Chancellor for which we have not received certified copies. We will need this 
in order to give you final approval. Please forward this as soon as possible and reference the file 
number above on all correspondence. 

If you have any questions feel free to contact me. 

Sincerely yours, 
('... 

~~~ 
Mineral Leasing, Energy Resources 
512-475-1534 
drew.reid@glo.texas.gov 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.rx.us 





TJEX ./\S 

June 17, 2014 

Micah Strother 
BHP Billiton Petroleum 
Post Office Box 22719 
Houston, Texas 77027 

Re: tate Lea eMF 113888 

Dear Mr. Strother: 

jERRY PATTER 0);, COJ\1M1S JO~ER 

Two RAL leases covering 25 ac., ec. 6, Blk. 
II, Sec. 46, Blk. 57, T&P Ry. Co. Survey, 
Reeves Co, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set out on Page 2. Plea e refer to these numbers when 
making payment to the tate and in all future correspondence concern ing the leases. Failure to 
include the mineral file numbers may delay processing of any payments towards the lea es. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section I 0(8) which requires submission of written notice for all 
drilling, production and related activities. When forms are filed with the Texas Railroad Commission, the) 
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 Repon and Log: W-3, Plugging Repon; 
G-5 , Gas Well Classification Report; G-10, Gas Well Status Report: W-10, Oil Well Status Report, W-12, 
Inclination Report; electric logs; directional surveys. 

Chapter 52 of the Texas atural Resources Codes specifies that the surface owner's right to receive a portion 
ofthe revenues generated b) the lease shall be in lieu of all damages to the oil. Therefore. any payments 
made for surface use or damages other than the authorized damages set out in the lease form must be shared 
equal!) with the state. 

Your remittances are set out on Page 2 and have been applied to the State's portion of the cash bonus. ln 
addition, we are in receipt of your processing and filing fees . 

Sincere!) yours, 

Deborah A. Cantu 
Mineral Leasing, Enerro Resources 
(512) 305-8598 
deborah.canru@glo.texas.gov 

Srephcn F. Austin Rui ld ing • 1700 orrh C. ongre~~ !'\venue • Ausnn, Texas 78701-1 495 

Post Otlice Box 12873 • .'\ usrm, Texas ..,8711-2873 

512-463-5001 • S00-998-4GLO 

ww\\ .glo .state.o..u~ 



State Lease No. Lessor as agent for State ofTX 

MF 113888A Charles Knorr. Sr. 

MF 1138888 Bi ll Chancellor, lll 

Dated 

09/09/ 11 

09/09/ 11 

Recorded Voi/Page 

8262 

8263 

Bonus Amount 

Sl2.500.00 

S4.166.67 
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Page 1 of 2 

Check No.: 203489 
Payment Type : DELAY RENTAL 

Lease Number: 1044435/001 LSE 

15700208 
Period Covered : 09/09/2014-09/09/201 (p 
Payment Amount: $12,500.00 

Original Lessor: CHARLES KNORR SR 

175065 0814 1 000065 000257 0011004 

Lease Effective Date: 09/09/2011 Recording Information: Book# 910 Page# 599, 8262 

State: TX County: REEVES 

Check Remarks: 
MF 11 3888A 

DELAY RENTAL FOR YRS 4, 5 

15.0 ACRES, MORE OR LESS, BEING ALL OF LOTS 1, 2, AND 6 OF BLK 11 , SEC 44 BLK 57 TWN 3, A-3036 T & P RAILROAD 
COMPANY SURVEY, REEVES CO, TX 

••• 
•• 10.0 ACRES, MORE OR LESS, SEC 46, BLK 57, TWN 3, A-3035, T & P RAILROAD COMPANY SURVEY, REEVES CO, TX 

• .. ~ · • • 
• 
·~ ·· ·••1-

••• • • • • • 

For the Credit of: 

RENTAL PAYMENT 
Jf t]J. .p s -tb 1 ( .5 • 

@ 

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#): 80104210 
LAND OFFICE ATN MINERAL LEASING 

Address: 1700 N CONGRESS AVE 
AUSTIN, TX 78701 

ry\ 
\ 

Payment Amou~12,500.00 



Page 1 of 2 

Check No.: 203489 
P.ayment Type: DELAY RENTAL 

Lease Number: 1044435/001 LSE 

15700208 
Period Covered : 09/09/2014-09/09/201 (p 
Payment Amount: $12,500.00 

Original Lessor: CHARLES KNORR SR 

115065 0814 1 000065 000257 001/004 

Lease Effective Date: 09/09/2011 Recording Information : Book# 910 Page# 599, 8262 

State: TX County: REEVES 

Check Remarks: 

MF 113888A 

DELAY RENTAL FOR YRS 4, 5 

15.0 ACRES, MORE OR LESS, BEING ALL OF LOTS 1, 2, AND 6 OF BLK 11, SEC 44 BLK 57 TWN 3, A-3036 T & P RAILROAD 
COMPANY SURVEY, REEVES CO, TX 

10.0 ACRES, MORE OR LESS, SEC 46, BLK 57, TWN 3, A-3035, T & P RAILROAD COMPANY SURVEY, REEVES CO, TX 

•••• • • •I- • 
• •••••• • • 

• 
•••• • •••• 

• 
•••• • • • • • • 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

PETROHAWK ENERGY CORPORATION 
ATIN lAND ADMINISTRATION 
P.O. BOX 22719 
HOUSTON, TX 77027-9998 

Bank of America 1455 Market St 4th A 
San Francosco CA 94103 

PAY *********12500*DOLLARS AND* OO*CENTS 

PAY 
TO 
THE 
ORDER 
OF 

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

(BA#):801 04210 

ry\ 
\ 

Payment Amou~12,500 .00 

CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTTOM. / ~~~~j_ 570 0208 .; .. ,. ... -; .... ~ 
.., DATE 08/14/2014 CHECK NO. 203489 

AMOUNT *********$12,500 .00 

VOID IF NOT CASHED WITHIN 
SIX MONTHS OF ISSUE 

I NON TRANSFERAS~ 
Owner Call Cenler 1-877-31 1-1443 

_i)cw;J?fJ 
FACSIMILE SIGNATURE 
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Page 1 of 2 

Check No.: 203490 
Payment Type: DELAY RENTAL 

Lease Number: 1044435/002 LSE 

15700209 
Period Covered: 09/09/2014-09/09/201 ~ 
Payment Amount: $4 ,166.67 

Original Lessor: BILL CHANCELLOR Il l 

175065 08 14 1 000068 000269 001/004 

Lease Effective Date: 09/09/2011 Recording Information: Book # 910 Page# 606, 8263 

State : TX County: REEVES 

Check Remarks: 

MF 11 38888 

DELAY RENTAL FOR YRS 4,5 

• '1~ . 0 ACRES, MORE OR LESS, BEING ALL OF LOTS 1, 2, AND 6 OF BLK 11 , SEC 44 BLK 57 TWN 3, A-3036 T & P RAILROAD 
•• COMPANY SURVEY, REEVES CO, TX 

• ... .. 
• 10.0 ACRES, MORE OR LESS, SEC 46, BLK 57, TWN 3, A-3035, T & P RAILROAD COMPANY SURVEY, REEVES CO, TX 
• 
·~·· •••• 

••• • • • • • 

For the Credit of: 

RENTAL PAYMENT 
~}h 'I' ~-tb. ~ ( 6. 

~ 

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

(BA#) :80104210 

Address: 1700 N CONGRESS AVE 
AUSTIN, TX 78701 

()\_ 
\ 

Payment Amou¥ 4.166.67 



Page 1 of 2 

Check No.: 203490 
:ayment Type : DELAY RENTAL 

Lease Num ber: 1044435/002 LSE 

15700209 
Period Covered: 09/09/2014-09/09/201 C, 
Payment Amount: $4,166.67 

Original Lessor: BILL CHANCELLOR Ill 

175065 0814 1 000068 000269 0011004 

Lease Effective Date: 09/09/2011 Record ing Information: Book# 910 Page# 606, 8263 

State: TX County: REEVES 

Check Remarks : 
MF 11 38888 

DELAY RENTAL FOR YRS 4,5 

15.0 AC RES, MORE OR LESS, BEING ALL OF LOTS 1, 2, AND 6 OF BLK 11 , SEC 44 BLK 57 TWN 3, A-3036 T & P RAILROAD 
COMPANY SURVEY, REEVES CO, TX 

10.0 ACRES, MORE OR LESS, SEC 46, BLK 57, TWN 3, A-3035, T & P RAILROAD COMPANY SURVEY, REEVES CO, TX 

•••• • • • • • 
• • • • • • • • • 

• 
•••• • •••• 

• 
• •• • • • • • 

For the Credit of : 
Owne r: COMMISSIONER OF THE TEXAS GENERAL 

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

(BA#):801 04210 

({\_ 
\ 

Payment Amou¥4.166.67 

VE£l~ AUTH~N~O.f THIS ~l!_L!I·TO~E SECURITY D_29U~ENT. --· CHECK_BA~OUND ~REA CH~ES C~L~~·C:RA!'U~LLY FlfM "f0_!'.!9J!QTI~. j 
~ 1 s 7 0 0 2 0 j ~~ ... ..,_ wnn•~"''": 

:II bhpbilli ton . ~ 
. Bank or Amenca 1455 Market St. 4th Fl - DATE 08/14/2014 CHECK NO. 203490 

PETROHAWK ENERGY CORPORATION San Franctsco CA 94103 

ATTN LAND ADMINISTRATION 
P.O. BOX 22719 
HOUSTON, TX 77027-9998 

PAY **********4166*DOLLARS AND* 67*CENTS 

PAY 
TO 
THE 
ORDER 
OF 

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

AMOUNT **********$4, 166.67 

VOID IF NOT CASHED WITHIN 
SIX MONTHS OF ISSUE 

I NON TRANSFERABLE I 
Owner Call Center: 1-877-31 1-1443 

_i)~f~ ~JL .~ 
FACSIMILE SIGNATURE -'cfJ[c SJW SIGNA"f:9AE 
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PAY 

TO THE 
ORDER 
OF 

SNOW OIL AND GAS, INC. 
P.O. BOX 1277 

ANDREWS, TEXAS 79714 
(915) 524-2371 

\ a" \ 

88-1m111Ja2 7 0 2 7 2 5 NO. 30550 
THE NATIONAL BANK OF ANDREWS 

ANDREWS, TX 79714 
DATE 

10/12/2011 

AMOUNT 

********** Four Thousand One Hundred Sixty Six And 60/ 100 Dollars 

THE TEXAS GENERAL LAND 
OFFICE 
PO BOX 12873 

,AUSTIN, TX 78711-2873 

11 • 0 30 s sou• 

••• • • • •• • 

••• ••• • • • • • • . 
•• •• 
• • 

$4,'166 . 60 

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



PAY 

TO THE 
ORDER 
OF 

SNOW OIL AND GAS, INC. 
88·1171/:b~ 7 0 2 7 2 2 

P.O. BOX 1277 
ANDREWS, TEXAS 79714 

(915) 524-2371 

THE NATIONAL BANK OF ANDREWS 
ANDREWS. TX 79714 

********** Four Thousand One Hundred Sixty Six And 60/100 Dollars 

THE TEXAS GENERAL LAND 
OFFICE 
PO BOX 12873 

'AUSTIN, TX 78711-2873 

11
1 0 :l O 5 5 :, 111 

••• • • • •• • 

.... 
• • • •• • 

••• • • • • • • • • • • •• • • ••• 

• ••• • • • • • • • • • • • • • • • 

I 
NO. 30553 

DATE 

10/12/2011 

AMOUNT 

... 
$4,166 . 60 



SNOW OIL AND GAS, INC. 
P.O. BOX 1277 

ANDREWS, TEXAS 79714 
(915} 524-2371 

PAY ***** * **** One Hundred And 00/100 Dollars 

TO THE 
ORDER 

OF 

THE TEXAS GENERAL LAND 
OFFICE 
·po BOX 12 873 
AUSTIN, TX 78 711 - 2873 

11•0 30 s s 211• 

I 
88-1171/11 2 7 0 2 7 2 3 NO. 30552 

THE NATIONAL BANK OF ANDREWS 
ANDREWS, TX 79714 

. ... . .. . . . 
• • • • •• •• • • 

••• • • • • • • • • • •• • • • •• 

DATE 

1 0/12/2011 

,.AMOUNT 

$100 . 00 

•••• • • • • • • • • • • •••• • • 



PAY 

TO THE 
ORDER 
OF 

SNOW OIL AND GAS, INC. 
P.O. BOX 12n 

ANDREWS, TEXAS 79714 
(915) 524-2371 

********** One Hundred And 00/100 Dolla rs 

THE TEXAS GENERAL LAND 
OFFICE 
PO BOX 1 2873 
.AUSTIN, TX 78711-2 873 

\ 

88-1171/1i2 7 0 2 7 2 4 NO. 30551 
THE NATIONAL BANK OF ANDREWS 

ANDREWS, TX 79714 

. ·-· ... • • .. . 
• • •• •• • • 

••• • • •• • • • • • ••• • ••• 

DATE 

10/12/2011 

AMOUNT 

$100 . 00 

.... 
• • • • • • • • • • • ••• • • 



Drew Reid - Re: Section 44 & 46, Blk. 57-T-3, Reeves County, Texas 

From: 

To: 
Subject: 

Thanks Joe, 

Drew Reid 

Lindemood, Joe 

Re: Section 44 & 46, Blk. 57-T-3, Reeves County, Texas 

Please send the amendment as soon as you can and 
hard copies of the certified leases along with a $25.00 
per document filing fee. I will move forward on this end 
and issue a mineral file number for the two leases. 
Drew 

>> > Joe Lindemood <joe@lotusllc.com> 7/ 7/ 2014 2:16 PM >>> 

Page I of I 

Mr. Reid, pursuant to your email dated April 2, 2014 for wh ich I have copied below for reference, I have attached 
oil and gas leases covering the properly defined lands that were recorded in Reeves County, Texas March 8, 2012 
that supersede oil and gas lease previously forwarded to GLO. 

First, I would like to apologize for not forward ing this to you and your office at recording date. 

Secondly, said leases have a 4th & 5th year rental due in two weeks+/-. If Snow elects to exercise said rentals, 
Snow will forward the appropriate tender to all parties as well as filing amendment with Reeves County as to 
show your change in Addendum paragraph 2 (lease paragraph 41) as noted below . 

... "about in Sec. 44 & 46 Blk. 57 T-3 . You gave me a description 
of lots & tract numbers. I researched this by the description you gave me, it was wrong. The 
leases came in described as "All of Sec. 44 & 46 being 1280 gross ac., with each lease covering 
4.1666 net ac. 

These two leases will need to be amended as to : {l) The description, (2) In Paragraph 41 of the 
addendum take out "dry hole" in line number three and (3) Snow Oil & Gas Inc. did not sign 
the lease form as Lessee, Snow Oil & Gas must sign the lease form." 

Thank you, 
Joe Lindemood 
Snow Oil & Gas Inc 

CON FIDENTIALITY NOTICE: This email message and any attachments hereto are intended only for use by the addressee(s) named 
herein and may contain Information which Is legally privileged, confidential and/or exempt from disclosure under applicable law. If 
you are not the Intended recipient, or an authorized representative of the Intended recipient, of th is email message, you are hereby 
not ified that any review, dissemination, distribu tion, copying, or use (Including any reliance thereon) of th is email message, and/or 
any attachment hereto, is strictly prohibited. 

Although th is transmission and any attachments are believed to be free of any virus or other defect that might affect any computer 
system into which It is received and opened, it is the responsibility of the recipient to ensure that it is free from vi rus or other defect 
and no responsibility is accepted by the sending company, its subsidiaries and affiliates, as applicable, for any loss or damage arising 
In any way from its use. 

If you have received this email message In error, please immediately notify the sender by return email and permanently delete from 
your system, the original and any copies of th is email and any attachments hereto and any printout hereof. Unauthorized 
Interception of this email is a violation of federal criminal law. 

about:blank 7/9/20 14 



Drew Reid - Re: Seetfon 25, Block 47, Culberson Co., TX 

From: Drew Reid 

To: Lindemood, Joe 

Subject: Re: Section 25, Block 47, Culberson Co., TX 

Joe, 

This lease was approved for $400.00 per ac. bonus, 1/ 5 royalty and a 3 Yr. term paid up. 
When the certified copy was received at the GLO on 7-5-11 there was an addendum attached 
that had not been reviewed or approved. A~er corresponding with you about the changes that 
needed to be amended in the addendum, I received a copy of an amended addendum on or 
around 11-1-11. There were two changes needed in the amended copy, in paragraph "2. Term" 
you had fourth anniversary, this should have read third anniversary and you had $280.00 
per ac. for the rental payment, that should have read $400.00 per ac. All this was discussed 
in an email to you on or around 11-1-11. Since that time I did not hear back from you and I 
did not receive a certified copy of the amended addendum. This lease was of record at the 
GLO. A Mineral File Number was assigned (MF-113159). If the lease had not been processed 
at the GLO you would not have received the termination letter dated 2-4-14. This lease is dead 
and there will not be any kind of refund . 

Also, as to the two leases you asked about in Sec. 44 & 46 Blk. 57 T-3. You gave me a description 
of lots & tract numbers. I researched this by the description you gave me, it was wrong. The 
leases came in described as "All of Sec. 44 & 46 being 1280 gross ac., with each lease covering 
4.1666 net ac. 

These two leases will need to be amended as to : (1) The description, (2) In Paragraph 41 of the 
addendum take out "dry hole" in line number three and (3) Snow Oil & Gas Inc. did not sign 
the lease form as Lessee, Snow Oil & Gas must sign the lease form. 

Drew 

>>> Joe Lindemood <joe@lotusllc.com> 4/2/2014 10:55 AM >>> 
Mr. Reid, please see attached letter concerning the above referenced land. 

Sincerely, 
Joe Lindemood 

Page I of I 

CONFlDENTIAUTY NOTICE: This email message and any attachments hereto are Intended only for use by the addressee(s) named 
herein and may contain information which Is legally privileged, confidential and/or exempt from disclosure under applicable law . If 
you are not the intended recipient, or an authorized representative of the Intended recipient, of this email message, you are hereby 
notified that any review, dissemination, distribution, copying, or use (Including any reliance thereon) of this email message, and/ or 
any attachment hereto, is strictly prohibited . 

Although this transmission and any attachments are believed to be free of any virus or other defect that might affect any computer 
system into which it is received and opened, it is the responsibility of the recipient to ensure that it 1s free from virus or other defect 
and no responsibility is accepted by the sending company, its subs1d1aries and affiliates, as applicable, for any loss or damage arising 
in any way from its use . 

If you have received this email message In error, please immediately notify the sender by return email and permanently delete from 
your system, the original and any copies of this email and any attachments hereto and any printout hereof. Unauthor ized 
interception of th is email is a violation of federal criminal law. 

about: blank 4/3/20 14 



. . ' . 

April 2, 2014 

Texas Genera l Land Office 
Attn: Mr. Drew Reid 
P.O. Box 12873 
Austin , Texas 7871 I 

Sent via emai l: drew.reid@glo.state.tx.us 

RE: Section 25, Block 9-8 '-l '1 
Containing 640 acres, more or less 
Culberson Coun ty, Texas ) \? '5'5~ 

Dear Mr. Reid, oV\ ,{::. t=e-4· 

P.O. £3ox 1277 
Andre\\ . Te,as 797 14 

Phone: (432) 524 -2371 ,103 
Fax: (-1 32) 52-1-4993 

\ \ ~\50\. 
now Oil & Gas Inc (SnO\ ) reached an agreement to enter into oiTand gas lease with Mr. Bill Sibley & 

W.C. ibley Ranches ( ibley) covering the above caption lands acting as agent for Texas General Land 
Office (GLO). Snow forwarded unto Sibley and GLO a lease bonus equal to $400 per net minera l acre as 
wel l as executed oil and gas lease as well a addendum that was filed in Cu lber on County, Texas Publ ic 
Record . 

Based on correspondence, it appear that th e GLO and now never reached agreement as to the primary 
term length and delay rental as to 4111 and 5"' year; however, it appears that GLO accepted bonus funds in 
the amount of $ 128,000. 

now ack nowledges that it fa il ed to perform rental payments as stipulated in original lease but it does not 
appear that lease was ever va lid. Snow requests that GLO either release the bonus fu nds in the amount as 
described above, or in the alternative, reset the time on the origina l oi l and gas lea e under the terms of 
th e GLO. now shall then forward to Sibley and GLO rental payments equal to $1 dollar per net mineral 
acre. 

Thank you for your time and consideration into this matter. Should you have any questions or wish to 
discuss this fu rther, you may reach the undersigned at the above add ress or by ema il at 
joe@snowoilandgas.com. 

incerely, 

Joe Lindemood 



to . 

File No. I I 2./p6 6 
~~~~~~~~~~~-Coun~ 

:Ea(\) s:) .!«, ,$ :, l+r: ,---- ~---, 

Date Filed: Io\ 3 d I I 
George P. B~mrnissioner 

By~~~~~~~-==-~~~~~~ 



FllEitBJ haP.ORo 
General Land Olfico 
Rellnql11shmen! Act Leaso Form 
Revised Septem ber 1997 

REEVES COU TY. TEXAS 
Mar 08, 2012 at HI J7 r,o 1' 

~ustin, W:exas 

OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered into this =22~-- day of ,.J.,,_u""ly ________ .20_11__ between the State of Texas, acting 

by and through ,ts agent Tracey L Chancellor dealing in his sole and separate property 

of 4304 Cooper Rock Dnve. Edmond Oklahoma 73025 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and Snow_O_!I & Gas l!!n"-c ____ _ 

of PO Box 1277 Andrews Te"'x"'a:.,S:....7:....:9::..:7_,1'-'4'------------------------- hereinafter called Lessee 

(Give Permanent l\ddre•.a) 

1 GRANTING CLAUSE. For and tn consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the Stale 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 prospecitng and dnlhng for and producing 011 and gas. laying p,pe lines building tanks, storing 011 and bu1ld1ng power 
stations. telephone Imes and other structures thereon, to produce save, take care of, treat and transport said products of the lease. the following lands 
situated in Reeves County, State of Texas, to-wit 

15 O acres. more or less. being al of Lots 1, 2, & 6 of Block 11 , situated in the Subd1v1s1on of Section 44, Block 57, Township 3. Abstract 3038. T & P 
Ra1ldroad Company Survey Reeves County, Texas as depicted on that certain plat dated May 8 1915, recorded in Volume 1 Page 30. of lhe Map 
Records of Reeves County Texas 

10 O acres, more or less, situated in the Subd1v1s1on of Section 46 Block 57 Towhsh1p 3. Abstract 3035 T & P Railroad Company Survey Reeves 
County Texas. as depicted on that certain plat dated May 8 1915, recorded in Volume 1, Page 30 of lhe Map Records of Reeves County, Texas 
and being more part1culary described as follows 

TRACT 1 5 O acres. more or less. being all of Lot 7 Block 6. 
TRACT 2 5 0 acres. more or less. being all of Lot 3 Block 11 

conta1mng =-25=-=0-=0.:cO _____ acres. more or less The bonus consideration paid for this lease is as follows 

To the State of Texas Four Thousand One Hundredd Sixty Six dollars and 661100 

Dollars (S4;.:....!1""6"'"6-"6""6 _______ _ 

To ttie owner of the sotl Four Tt)_ousand One Hundredd Sixty Six dolljirs a_nd_,.6,,.61'-'1'-'0"'0'------------

Dollars ($:.!.4o.!1.l<6><6_,,6,,,6 ____ _ 

Total bonus consideration Eight Thousand Three ttunred_Th1rty Three dolla:.:.rs,,_,,ac:.:n,,_d..,2,.,,0"-11'-'0<>0'-----------

Dollars (SS 333 32 _______ _, 

The total bonus cons1derat1on paid represents a bonus of .!..Tw=o~T"'-h,.,.o,.,uc,!s,ecan~d,,_..,_a!!nd~QO~l1,._,,o,.,.o,__ ___ ___________________ _ 

------------------ Dollars (S=-2...,,000=..,00~----'> per acre , on 4 1666 net acres 

2. TERM Sub1ect to the other prov1s1ons m this lease. this tease shall be for a term of FIVE years from 
this date {herein called ·pnmary term') and as long thereafter as 011 and gas. or either of them 1s produced in paying quant1t1es from said land As used 
,n this lease the term ·produced in paying quantities· means that the rece,pts from the sale or other authorized commercial use of the substance(s) 



3. DELAY RENTALS. If no well 1s commenced on the leased premises on or before one ( 1 J year from this date. this lease shall termrnale 

un:ess on or before such anniversary date Lessee shall pay or tender to the owner or the soil or to his credit 1n the --------------

Bank. at Pay Directly lo Owner of the Soil 
or its successors (which shall continue as the depository regardless of changes in the ownership or sa,d landi the amount spe, :1f1ed below in add1t1on 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND Of'FICE OF Tl IE STATr- Or TEXAS AT AUSTIN TEXAS a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the privilege of defe1 ring the commencement or a v.ell for 
one (1) year from said date Payments under this paragraph shall be 1n the follow,ng amounts 

To the owner or the soil --------------------------
Dollars ($ _______ _ 

To the Stale or Texas R!;_FElt!9 ADQ!;_NQUM PARAGRAPH 40 (THIS IS A PP,lD WP LEASE,,__ _____ _ 

Dollars (S __________ _ 

Total Delay Rental -----------------------------------
Dollars ($ __________ _ 

In a hke manner and upon hke payments or lenders annually the commencement or a well may be further deferred ror successive periods of one (1) 
year each dunng the primary term All payments or lenders of rental lo the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee or this lease and may be delivered on or before the rental paying date II the bank designated 1n this paragraph (or its successor bank) should 
cease to exist suspend business. liquidate fall or be succeeded by another bank or for any reason fall or refuse to accept rental Lessee shall not be 
held 1n default ror failure lo make such payments or lenders or rental until thirty (30) days after the owner or the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent lo receive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas Lessee agrees lo pay or cause to be paid one-half (1/2) or the roya.ty 
provided for in this lease to the Commissioner of the General Land Office or the State of Texas , at Austin. Texas and one-half (112) or such roya1ty to the 
owner of the soil 

(A) OIL. Royally payable on 011, which 1s defined as including all hydrocarbons produced in a hqu1d form al the mouth or the well and also as 
all condensate d1sllllate, and other hqu1d hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided , 
shall be .!L!_ __ part of the gross production or the market value thereof, at lhe option of the owner of !he soil or the Commissioner of the General 
Land Off,ce such value to be determined by 1) the highest posted price. plus premium, 1f any offered or pa,d for 011, condensate, d,shllate. or other hqu1d 
hydrocarbons. respectively, of a hke type and gravity in the general area where produced and when run. or 2) the highest market price thereof offered or 
paid in the general area where produced and when run. or 3) the gross proceeds of the sale lhereor, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises 1s sold, used or processed in a plant , 11 will be run rree or cost to the royalty owners through an adequate 011 
and gas separator or conventional type , or other equipment at least as efficient. so that all hqu1d hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon 
such terms and cond11ions as they prescribe 

(Bl NON PROCESSED GAS. Royally on any gas (including Oared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline. hqu1d hydrocarbons or other products) shall be 114 part of the gross production or the marl<et value thereof al the 
option of the owner of the soil or the Commissioner of the General Land Office such value lo be based on the highest market pnce paid or offered for 
gas or comparable quality in the general area where produced and when run or the gross pnce paid or offered to the producer whichever 1s the greater. 
provided that the maximum pressure base in measuring the gas under this lease shall not at any lime exceed 14 65 pounds per square inch absolute 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the tme of testing 

(C) PROCESSED GAS Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4 part of the residue gas and the hqu1d hydrocarbons extracted or the market vaiue thereof al the option of the owner 
of the soil or the Comm1ss,oner of the General Land Office All royallles due here,n shall be based on one hundred percent (100°1

,) or the total planl 
production of residue gas attnbutable lo gas produced from this lease, and on fifty percent (50%). or that percent accruing to Lessee whichever is the 
greater or the total plant production of hqu1d hydrocarbons attributable to the gas produced from this lease. provided that 1r liquid hydrocarbons are 
recovered from gas processed 1n a plant 1n which Lessee (or its parent, subs1d1ary or aft1hale) owns an interest. then the percentage applicable to hqu1d 
hydrocarbons shall be fifty percent (50",6) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arms length (or 1r there 1s no such third party, the highest percent then being spec1f1ed in processing agreements or contracts in 
the industry) Whichever 1s the greater The respective royalties on residue gas and on l1qu1d hydrocarbons shall be determined by 1) the highest marKel 
pnce paid or offered for any gas (or hqu1d hydrocarbons) of comparable quality in lhe general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons) whichever 1s the greater In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS Royaity on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be casinghead ""dry" or any other gas by fractionating burning or an1 other processing shall be 1,4 pan of 
the gross production of such products, or the mao,.et value thereof, at the op11on or the owner of the soil or the Commissioner or lhe General Land Office 
such market value to be determ,m'!d as follows 1) on the basis or the highest market pnc.e or each product for the same month ,n which such product 1s 
produced, or 2) on the bas,s or the average gross sale price of each product ror the same month ,n ;,;h1ch such products are produced, whichever 1s the 
greater 

5. MINIMUM ROYAL TY. Dunng any year after the expiration or Ire primary term of this lease. 1f this lease 1s maintained by production. the 
royalties paid under this lease m no event shall be less than an amount equal to the total annual delay rental herein prov,ded. otherwise there shall be 
due and payable on or before the last day of the month succeeding the anniversary dale or this lease a sum equal lo the total annual renta l less lhe 
amount of royalties paid during the preceding year tr Paragraph 3 or this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar (S 1 00) per acre 

f 



6 ROYAL TY IN KIND. Notwithstanding any other prov1s1on in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of lhe General Land Office may, at the option of either. upon not 'ess than s1>cty (60} days notice to the holder of the tease. require that the 
nayment or any royalties accruing to such royalty owner under this lease be milde 1n kind The owner of lhe soil's or lhe Comm1ss1oner of the General 
Land Office's nght to take ,ts roya ty in kind shall not d1m1n1sh or negate the owner of the soils or the Comm1ss1oner of the General Land Offices rights 
or Lessee·s obhgat,ons. whether express or implied, under this tease 

7 NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind} shall be without deduction for 
the cost of producing galhenng stonng, separating treating, dehydrating, compressing, processing transporting, and otherwise making the 011, gas and 
other products hereunder ready for sate or use Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant Notwithstanding any other prov1s1on of this lease, and subJect to the wntten consent of 
the owner of the soil and the Comm1ss1oner of the General Land Office, Lessee may recycle gas for gas hit purposes on the leased premises or for 
in1ect1on into any 011 or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed 
no royalties shall be payable on the recycled gas unlil 1t 1s produced and sold or used by Lessee in a manner which entitles the royally owners to a 
royalty under this lease 

9. ROYAL TY PAYMENTS ANO REPORTS All roya't1es not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin Texas. in the following manner 

Payment of royalty on production of 01t and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on 011 
1s due and must be received in the General Land Office on or before the 5th day or the second month succeeding the month of production and royalty 
on gas ,s due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner manager or other authonzed agent completed 1n the form and manner prescnbed by the General Land Office 
and showing the gross amount and d1spos1t1on of all 011 and gas produced and the market value of the 011 and gas, together with a copy of all documents, 
records or reports confirming the gross production, d1spos1t1on and market value including gas meter readings pipeline receipts gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage and any other reports or records 
which the General Land Office may require to venfy the gross production d1spos1tion and market value In all cases the authonty of a manager or agent 
to act for the Lessee herein must be hied in the General Land Office Each royalty payment shall be accompanied by a check stub schedule. summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each tease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royally or $25 00. whichever 1s 
greater A royalty payment which ,s 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 penally royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when the royalty 1s sixty (60} days overdue 
Affidavits and supporting documents which are not filed when due shall incur a penalty m an amount set by the General Land Office adm1n1strallve rule 
which ,s effective on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b1hty for paying or causing 
royalties to be paid as prescribed by the due date provided herein Payment of the delinquency penalty shall in no way operate to proh1b1t the State·s 
nght of forfeiture as provided by law nor act to postpone the date on which royalties were ong1nally due The above penalty prov1s1ons shall not apply 1n 
cases of title dispute as to the State's portion of the royalty or to that portion of the royally 1n dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1ss1oner of the General Land Office 
with its best possible estimate of 011 and gas reserves underlying this lease or allocable to this lease and shall furnish said Comm1ss1oner with copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts w1th1n thirty (30) days after 
entering into or making such contracts. agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authonzed by Lessee All other contracts and records pertaining to the production 
transportation. sale and marketing of the 011 and gas produced on said premises, including the books and accounts receipts and discharges of all wells 
tanks. pools meters, and pipelines shall at all limes be sub1ect to inspection and examination by the Comm1ss1oner 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 operations on this lease shall be submitted to the Comm1ss1oner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover re entry, temporary abandonment or plug and abandonment of any well or 
wells Such written notice to the General Land Office shall include copies of Railroad Comm1ss1on forms for apphcahon to dnll Copies of well tests 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Comm1Ss1on All 
applications, permits. reports or other filings that reference this lease or any spec1f1c well on the leased premises and that are submitted to the Texas 
Railroad Comm1ss1on or any other governmental agency shall include the word ·state" in the tltle Additionally, in accordance with Railroad Comm1ss1on 
rules. any s1gnage on the leased premises for the purpose of 1dent1fying wells tank batteries or other associated improvements to the land must also 
include the word State · Lessee shall supply the General Land Office with any records. memoranda accounts reports cuttings and cores. or other 
information relative to the operation of the above-descnbed premises, which may be requested by the General Land Office m add1t1on to those herein 
expressly provided for Lessee shall have an electncal andlor rad1oa:t1v1ty survey made on the bore,hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15} days after the mal<mg of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed 1n the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1n1strahve rule Nh1ch 1s effective on the date when the matenals were due 1n 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM If, during the primary term hereof and pnor to discovery and 
product,on of 011 or gas on said land. Lessee should dnll a dry hole or holes thereon, or f dunng the pnmary term hereof and after the discovery and 
actual production of 011 or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate 11 on or 
before the expirahon of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences add11ional dnlhng or 
reworking operations thereon. or pays or tenders the next annual delay rental in the same manner as provided m this lease If, during the last year of the 
primary term or within s1x1y (60) days pnor thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term, and 1f Lessee has not resumed 
production m paying quantities at the exp1rat1on of the primary term Lessee may maintain this lease by conduc:mg add1t1onat dnlhng or reworking 



operations pursuant to Paragraph 13. usmg the expiration or the pnmary term as the date of cessation or production under Paragraph 13 Should the r,rst 
well or any subsequent well dniled on the above descnbed land be completed as a shut·1n oil or gas well within the pnmary term hereof Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the exptrahon of sixty (60) 
days from the date of completion of such shut·m o,I or gas well and upon the failure to make such payment, this lease shall ,pso facto termmate If at the 
expiration of the pnmary term or any time thereafter a shut·in 011 or gas well ,s located on the leased premises, payments may be made Ill accordance 
with the shut·lfl prov1s1ons hereof 

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If, al the exp,ratton of the primary term neither oil nor gas as being 
produced on said land but Lessee 1s then engaged Ill drilling or reworking operations thereon. this lease shall rema,n an force so long as operat,ons on 
said well or for drilling or rework,ng or any additional wells are prosecuted in good fa,th and m workmanlike manner without mterrupt,ons totaling more 
than sixty (60) days during any one such operation, and 1f they result Ill the productton of oil and/or gas so long thereafter as 011 and/or gas ,s produced 
1n paying quant1t1es from said land or payment of shut-Ill 011 or gas well royalties or compensatory royalties ,s made as provided Ill this lease 

13. CESSATION, DRILLING, AND REWORKING. If after the exp1ratton of the primary term, production of 011 or gas from the leased 
premises. after once obtamed. should cease from any cause this lease shall not term,nate 1f Lessee commences add1t1onal drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remam 1n full force and effect for so long as such operations continue 1n good 
fa,th and an workmanlike manner without mterruphons totaling more than sixty (60) days If such drilling or reworking operations result an the production 
of 011 or gas the lease shall remain 1n full force and effect for so long as 011 or gas IS produced from the leased premises Ill payang quant1t1es or payment 
or shut-m 011 or gas well royalties or payment of compensatory royalttes 1s made as provided herem or as provided by law If the dnlhng or reworkang 
operations result ,n the comptetaon or a well as a dry hole the lease will not termanate ,f the Lessee commences add,ttonal dnlling or reworkang 
operations w1thm sixty (60) days after the completion of the well as a dry hole and th,s lease shall remam in effect so long as Lessee contmues drilling or 
reworking operations Ill good faith and in a workmanlike manner without anterruphons totaling more than sixty (60) days Lessee shall give written notice 
to the General Land Office wtlhm thirty (30) days of any cessat,on of produclt n 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, ·well" means any well that has been assigned a well number by the state agency 
having 1urisd1ct1on over the production of 011 and gas If. at any tame after the exparatton of the primary term of a lease that, unhl being shut in. was being 
mamtamed m force and effect, a well capable or producmg 011 or gas Ill paying quanhhes 1s located on the leased premises. but 011 or gas ,s not be,ng 
produced for lack of suitable production fac11it1es or lack of a suitable market. then Lessee may pay as a shut 1n 011 or gas royalty an amount equal to 
double the annual rental provided in the lease. but not less than S1 200 a year for each well capable of producing 011 or gas an paying quant,t,es If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes or this paragraph the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each ,n,tial shut 1n 011 or gas royalty must be paid on or before· (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased premises. or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease prov1s1ons whichever date ,s latest Such paymont shall be made one·half (112) to the Comm1ss1oner of the General Land Office and one­
half ( 112) to the owner of the soil If the shut-in 011 or gas royalty ,s paid. the lease shall be considered to be a producmg lease and the payment shall 
extend the term of the tease for a period of one year from the end of the primary term. or from the first day of the month following the month an wh,ch 
production ceased. and after that, 1f no suitable production fac1ht1es or suitable market for the 011 or gas exists. Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same c1mount each year on or before the expiration of each shut.,n year 

15. COMPENSATORY ROYALTIES. If dunng the period the lease 1s kept an effect by payment or the shut-an 011 or gas royalty. 011 or gas 1s 4 
sold and delivered ,n payang quan1tt1es from a well located within one thousand (1 000) feet of the leased premises and completed 1n the same producang 
reservoir or in any case m which drainage 1s occurring the nght to continue to maintain the lease by paying the shut·lfl 011 or gas royalty shall cease. but 
the lease shall remaan effective for the remaander of the year for which the royally has been pa,d The Lessee may mamtam the lease for four more 
successive years by Lessee payang compensatory royally at the royalty rate provided an the lease of the market value of production from the well causang 
the drainage or which ,s completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty ,s to be pa,d monthly one-half (112) to the Comm1ss1oner or the General Land Off,ce and one-half (1/2) to the owner of the soil begmnmg on or 
before the last day of the month following the month in which the 011 or gas 1s produced from the well causing the dra ,nage or that 1s completed an the 
same producing reservoir and located w1th1n one thousand (1 000) feet of the leased premises If the compensatory royalty paid an any 12-month penod 
1s an amount less then the annual shut-in 011 or gas royalty, Lessee shall pay an amount equal to the difference w1thm thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not hmely pa,d will accrue penalty and interest in accordance with Paragraph 9 of this 
lease None of these prov1s1ons will relieve Lessee of the obligation of reasonable development nor the obhgatton to drill offset wells as provided an 
Texas Natural Resources Code 52 173, however at the determanataon or the Comm,ss1oner, and w1lh the Comm,ss1oner's written approval, the payment 
of compensatory royalues can satisfy tho obhgataon to drill offset wells 

16 RETAINED ACREAGE. Notwithstanding any prov1s1on of this ease to the contrary, after a well producing or capable of producing 011 or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator an dnlhng such add1honal well or 
wells as may be reasonably necessary for the proper development of the leased premises and ,n marketing the produchon thereon 

(A) VERTICAL. In the event this lease 1s in force and effect two (2) years after the exp,rat1on date of the pnmary or extended term 1t shall then 
terminate as to all of the leased premises, EXCEPT ( 1) 40 acres surrounding each oil well capable of producing m paymg quant1t1es and 320 acres 
surrounding each gas well capable of producang an paymg quantities (including a shut-in 011 or gas well as provided in Paragraph 14 hereof). or a weil 
upon which Lessee 1s then engaged ,n contanuous dnlling or reworking operahons or (2) the number of acres included Ill a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulat,ons of the Railroad Comm1ss,on of Texas, or any successor 
agency or other governmental authority hav,ng 1unsd1ct1on. If at any tame after the effecltve date of the partial termanat,on prov,s,ons hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage ,s thereafter allocated to said well or wells for 
production purposes this lease shall thereupon term,nate as to all acreage not thereafter allocated to said well or wells for pr'lduchon purposes 
Notwithstanding the term,nat,on of this lease as to a portion of the lands covered hereby. Lessee shall neverthe,ess continue to have the nght or angress 
to and egress from the lands s1,1· sub1ect to this lease for all purposes described in Paragraph 1 hereof, together w1lh easeMents arid nghts-of·way for 
ex,stang roads, existing p pelines and other ex1s1tng fac,lit,es on over and across all the lands described an Paragraph 1 hereof ('the retained lands") for 
access lo and from the retained lands and for the gathering or transportation of 011 gas and ott•er n•,r.erals prodl.ced from the retained lands 



(B) HORIZONTAL. In the event this lease 1s 1n force and effect two {2) years after the expiration date of the prmary or extended term 11 shall 
rurther terminate as to all depths below 100 feet below the total depth dnlled (here1narter "deeper depths") in each well located on acreage reta,ned in 
Paragraph 16 (A) above. unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-hall (1/2) of the 
bonus originally paid as consideration for this 'ease {as specified on page 1 hereof) II such amount 1s paid , this lease sha:I be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional penod of two (2) years and so long thereafter as 011 or gas 1s produced in 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface .icreage retained hereunder as to eaeh well shall .is nearly as practical be in the form of a 
square with the well located 1n the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office W,th1n 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conta1n1ng a satisfactory 
legal descnpt1on of the acreage and/or depths not retained hereunder The recorded release, or a cert1f,ed copy or same shall be filed 1n the General 
Land Office accompanied by the filing fee prescribed by the Genera Land Office rules 1n effect on the date the release 1s flied If Lessee rails or refuses 
to execute and record such release or releases within ninety {90) days after being requested lo do so by the General Land Office, then the 
Comm1ss1oner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense 1n the county or counties where the lease 1s located and 111 the official records or the General Land Office and such 
des1gnat1on shall be binding upon Lessee for all purposes 

17 OFFSET WELLS. Neither the bonus, delay rentals. nor royalties paid. or to be paid, under this lease shall relieve Lessee of his obhgat1on 
to protect the oil and gas under the above-described land from being drained Lessee sublessee receiver or other agent 1n control or the leased 
premises shall dnll as many wells as the facts may 1ustify and shall use appropnate means and drill to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises In add1t1on. 1f 011 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 or 011 or gas. the Lessee. sublessee receiver or other agent 1n control of the 
leased premises shall 1n good faith begin the dnll1ng of a well or wells upon the leased premises w1th1n 100 days after the draining well or wells or the 
well or wells completed within 1.000 feet of the leased premises start producing 1n commercial quantJt,es and shall prosecute such dnlhng with diligence 
Failure to satisfy the statutory offset obhgallon may subiect this lease and the owner of the soil's agency rights to forfe,ture Only upon the determ1na11on 
or the Comm1ss1oner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE If after a good faith effort, Lessee 1s prevented from complying with any express or implied covenant of this lease. 
from conducting drilling operations on the leased premises or from producing oil or gas from the leased premises by reason of war. rebellion . nots 
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 fa1lurti to comply with such covenants. additionally this lease shall be 
extended while Lessee 1s prevented by any such cause, from conduct,ng dnlhng and reworking operations or from producing 011 or gas from the leased 
premises However, nothing m this paragraph shall suspend the payment or delay rentals m order to maintain this lease 1n effect during the primary term 
m the absence or such drilling or rewor1<1ng operations or production or 011 or gas 

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner or the soil owns less than the entire und1v1ded surface estate in the above 
described land. whether or not Lessee's interest is specified herein, then the royallles and rental herein provided to be paid to the owner of the soil shall 
be paid to him 1n the proportion which his interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Comm1ss1oner of the General Land Office of the State or Texas shall be likewise proportionately reduced However, before Lessee ad1usts the 
royalty or rental due to the Comm,ss1oner of the General Land Office. Lessee or his authonzed representative must submit to the Comm1ss1oner or the 
General Land Office a written statement which explains the d,screpancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Comm1ss1oner of the General Land Office shall be paid the value or Ire whole production allocable to any und1v1ded 
interest not covered by a lease, less the proportionate development and production cost allocable to such und1v1ded interest However, m no event shall 
the Comm1ss1oner of the General Land Off,ce receive as a royalty on the gross production allocable to the undl\llded interest not leased an amount less 
than the value or one-sixteenth (1116) or such gross production 

(B) REDUCTION OF PAYMENTS If during the pnmary term, a portion of the land covered by this lease 1s included within the boundaries 
of a poo:ed umt that has been approved by the School Land Board and the owner or the soil in accordance with Natural Resources Code Sed1ons 
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 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 boundanes or a poo'ed unil . or. 1f after the expiration of the primary term. tne number of acres 
actually retained and covered by this lease 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks or the owner of the soil, provided. however. Lessee shall not use potable water or water suitable for livestock or 1rngation purposes 
for waterflood operations w,thout the prior consent of the owner 01 the soil 

22 AUTHORIZED DAMAGES. Lessee shall pay the owMir of the soil for damagt1s caused by its operations to all personal property, 
,mprovements livestock and crops on said land 

23 PIPELINE DEPTH. When requested by the owner of the soil , Lessee shall bury ,,ts 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 prtm,ses without 
the vmtten consent of the owner or the soil 



yance o a or parua ass1gnmen o 1s ease s a , o e ex en o e in eres ass,gne re ,eve an 1sc arge essee o a su sequen 
obligations under this lease If this lease 1s assigned in its entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered, however, 1f the assignor or assignee does not file a certified 
copy of such assignment 1n the General Land Office before the next rental paying date the entire •ease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subJect to all obligations, liab11illes, and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, including any liab1ht1es to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1s1on in Paragraph 27(a). 11 the owner of the soil acquires this lease in whole or 1n 
part by assignment without the pnor written approval of the Commissioner of the General Land Office, this lease 1s void as of the time of assignment and 
the agency power of the owner may be forfeited by the Comm1ss1oner An assignment 111111 be treated as 1f 1t were made lo the owner of the soil 1f the 
assignee 1s 

(1) a nominee of the owner of the soil, 
(2) a corporation or subs1d1ary in which the owner of the so1l 1s a pnnc1pal stockholder or 1s an employee of such a corporation or subs1d1ary. 
(3) a partnership in which the owner of the so1l 1s a partner or 1s an employee of such a partnership. 
(4) a pnnc,pal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) a partner or employee in a partnership which 1s the owner of the soil, 
(6) a fiduciary for the owner of the soil: including but not limited to a guardian, trustee. executor administrator, receiver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption 

28. RELEASES. Under the cond1hons contained 1n this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the sod and place of record a release or releases covenng any port:on or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions arid be relieved of all subsequent obligations as to acreage surrendered If any pan of this lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
1mmed1ately pnor to such surrender, however, such release will not relieve Lessee of any liab1ht1es which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES If all or any part of this lease is assigned or released such assignment or release must be 
recorded in the county where the land is situated and the recorded instrument or a copy of the recorded instrument cert1f1ed by the County Cieri< of the 
county in which the instrument is recorded must be filed 1n tre General Land Office within 90 days of the last execution date accompanied by lhe 
prescribed filing fee If any such assignment 1s not so filed . the nghts acquired under this lease shall be sub1ect to forfeiture at the option of the 
Commissioner of the General Land Office 

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

31. FIDUCIARY DUTY The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the States interest in 
the leased premises When the interests of the owner of lhe soil conflict with lhose of the State, the owner of the soil 1s obhgaled to put the State·s 
interests before his personal interests 

32. FORFEITURE If Lessee shall fail or refuse to make the payment ol any sum within th ,rty days alter 1t becomes due, or 11 Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling or 11 lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Comm1ss1oner of the General Land Office, or 11 Lessee 
should fail to file reports ,n the manner required by law or fail to comply with rules and regulal1ons promulgated by the General Land Office the School 
Land Board, or the Railroad Comm1ss1on. or 1f Lessee should refuse the proper authority access to the records pertaining to operat,ons, or 1f Lessee or 
an authonzed agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or 1f Lessee shall knowingly violate any of the material prov1s1ons of this lease. or 1r this lease 1s assigned and the 
assignment 1s not filed m the General Land Of'ice as required by law, the rights acquired under this lease shall be subJect to forfeiture by the 



Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subJect to lease under the terms of the Relinquishment Act However, nothing harem shall be construed as wa1v1ng the automatrc term,natron of th,s 
lease by operation of law or by reason of any special hrnitat1on arising hereunder Forfeitures may be set aside and th:s lease and all nghts thereundP.r 
reinstated before the nghts of another intervene upon satrsfactory evidence to the Commissioner of the General Land Office of future compliance with 
the prov,s1ons of the law and of this lease and the rules and regulations that may be adopted relat,ve hereto 

33. LIEN. In accordance w,th Texas Natural Resource~ Code 52 136, the State shall have a first hen upon all 011 and gas produced from the 
area covered by this lease 10 secure payment of all unpaid royalty and other sums of money 1hat may become due under this 1ease By acceptance of 
this lease. Lessee grants the State, in addition to the hen 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 minerals in and extracted from the leased premises, all proceeds which may accrue lo 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party and all fixtures on and improvements lo the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee·s breach of \. 
any covenant or cond1hon of this lease. whether express or implied This lien and secunly interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees thal the Comm1ss1oner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this hen Lessee hereby represents that there 
are no pnor or superior hens ansing from and relating to Lessee's act1vn1es upon the above-described property or from Lessee's acqu1s1t1on of this lease 
Should the Commissioner at any trme determine that this representation 1s not true. then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee 1s hereby granted the nght to pool or unitize the roya,ty interest of the owner of the soil under th,s lease with any other 
leasehold or mineral interest for the exploration, development and production of 011 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 1he inclusion of th,s prov1s1on ,n this lease sa11sf1es 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 environmental harm, for which recovery of damages 1s sought , including, but not limited to. all losses and 
expenses which are caused by the actsv1tios of Lessee, us officers employees, and agents arising out of, 1nc1dental to or resulting from the operat,ons 
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 prov1s1ons of thtS 
Agreement, or by any other neghgent or strictly liable act or om1ss1on of Lessee Further, Lessee hereby agrees lo be liable for exonerate indemnify 
defend and hold harmless the State of Texas and the owner of the soil, their officers employees and agents, their successors or assigns. against any 
and all claims hab1ht1es. losses, damages, actions. personal 1n1ury (including death). costs and expenses, or other harm for which recovery of damages 
1s sought under any theory including tort. contract. or stnct llab1hty including attorneys fees and other legal expenses including those related to 
environmental hazards. on the leased premises or in any way related to Lessees failure to comply with any and all environmental laws. those ans1ng 
from or in any way related to Lessee·s operations or any other of Lessee's activities on the leased premises those arising from Lessees use of the 

I 
surface of the leased premises. and those that may anse out or or be occasioned by Lessees breach of any of the terms or provisions or this Agreement \ 
or any other act or omission of Lessee, its directors, officers. employees partners, agents, contractors. subcontractors, guests. invitees. and their 
respective successors and assigns Each assignee of th,s Agreement, or an interest therein agrees to be liable for exonerate indemnify defend and 
hold harmless the State of Texas and the owner of the soil their officers. employees. and agents in the same manner provided above 1n connection with 
the act1v1t1es of Lessee. its officers employees and agents as descnbed 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. ENVIRONMENT AL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam,nat1on or 
pollut1on of any environmental medium including so,I, surface waters , groundwater. sediments. and surface or subsurface strata. ambient air or any 
other environmental medium 1n. on or under. the leased premises. by any waste, pollutant or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials explosives, toxic materials. or substances regulated as hazardous wastes. hazardous matenals 
hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and L1ab1hty Act 
(CERCLA), 42 U S C Sections 9601, et seq ). or toxic substances under any federal, slate. or local law or regulation ("Hazardous Materials·). except 
ordinary products commonly used in connection with 011 and gas exploration and development operations and stored 1n 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, PENAL TIES, 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 ANO THE OWNER OF THE SOIL WRITIEN 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 52171 through 52 190 commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto. and 1f any provision in this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 



38. EXECUTION This 011 and gas lease must be signed and acknowledged by the Lessee before 1t 1s filed or record 1n the county records and 
in the General Land Off,ce of the State of Texas Once the riling requirements found 1n Paragraph 39 of this lease have been satisf,ed, the effective date 

or this lease shall be the date found on Page 1 

39 LEASE FILING Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record m the office of the 
County Clerk 1n any county 1n which all or any part of the leased premises 1s located. and cert1fif!d copies thereof musl be filed 1n the General Land 
Office This lease 1s not effective until a cert1hed copy of this lease (which 1s made and certified by the County Clerk from his records) 1s filed m the 
General Land Office m accordance with Texas Natural Resources Code 52 183 Add1t1onally this lease shall not be binding upon the State unless 1t 
recites the adual and true conslderahon paid or promised for execution of this lease The bonus due the State and the prescnbed filing fee shall 

ac~mP'"Y '"'h ~,,,~ ~PY to the Ge:~:~::[kg ___ _ 

Title Dan W Snow Pres,dent 

Date - - 5/t§.-01 2-

STATE OF TEXAS 

BY-----------------~ 
Individually and as agent for the State of Texas 

Date 

STATE OFT 

BY 
lnd1v1dually and as gent for the State of Texas 

Date I \ - ~~ - \ \ 

ST A TE OF TEXAS 

BY------------------
lnd,v,dually and as agent for the State of Texas 

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

STATE OF TEXAS 

BY -------------- ----lnd1v,dually and as agent for the State of Texas 

Date 



STATE OF ..uTE..,_XA~S ___ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF A_,,_N.,_,,D<.I.R.,_,,EW""-'-'S"------

BEFORE ME the undersigned authonty, on this day personally appeared -=D"'a""'n....,W'"""'-"'S"-n"'-ow.,_ __________________ _ 

known to me to be the person whose name 1s subscribed to the foregoing instruments as P.....,,reo.:asc:.,1d!.lae""n"-t ---------------­

of Snow 011 & Gas Inc -------------------------- and acknowledged to me that he 

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

Given under my hand and seal of office this the lo~ day of-~~ 20 J 2.. 

(_; ~~~-
Notary Public 1n and for / e.. '/45. 

STATEOF~ (CORPORATION ACKNOWLEDGMCNT) 

COUNTY OF---------

BEFORE ME the undersigned authority on this day personally appeared -------------

known to me to be the person whose name 1s subscribed to the foregoing instruments as-----------------------
of __________________ _ 

-------------------- 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 or said corporation 

Given under my hand and seal of off,ce this the ___ day or ___ _ . 20 

Notary Public 1n and for----------

.../ STATE or O=K,.,_,l.A,,.___,_,_H.,_,,O=M"'-A.,__ ___ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF O \ \,c, " · C') (\. 1 G, 

BEFORE ME, the undersigned authority, on this day personally appeared _._T,.,ra,..ce=,.y_.L.....,.C"'h"'a""n""ce"'l.:.,IO:.:.r ________________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrument and acl<n01Nledged to me that they executed the same for the 

purposes and consideration therein expressed 

Given under my hand and seal of off,ce lt\L,'\1lhMl!llttJ.V day of [\ 'c:~ t2 (Y)bC C 
,,,,, o. ISA,q ,,,,,, 

STATE or---------

~ .... ~--!, ... .. C'~ .,.,,. 
~ ~ .-~o,AFij "'o '? 

~fs--···,- "/....~ 
.::, -..;;; . ~ 

== ! 1#<''! -
~ \ r x11 u~ ~ <:: ~ 
~ t.f;, ~§ 
~ ·1 '°UB\. \ .... o ~ ,,.. )-~ \*'" 

.... .,.,, OF 0¥-\, ,," ,,,, ,,,, 

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

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 
111 I If JI 1111 I\\\ 

BEFORE ME tne undersigned authority on this day personally appeared------------------------

known to me to be the persons whose names are subscnbed to the forego,ng 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 this the ___ day of ___ _ 20 __ 

Notary Pubhc in and for---------------



ADDENDC:\I T O THE O IL A D GA LEA E BETWEEN TII E TATE OF TEXA . 
AC'TI G TIIRO CH ITS AG£~T, TRACEY L. JIANC'ELLO R, DEALI NG IN III 

OLE AND S EPARAT~ PROPERJ Y (L E OR), ANO ' i\ OW OIL & GA. INC. 
(L L . . F.F:) DAT E D .J UL Y22, 2011 

t\ot,Aithstanding an) provisions in Lhis lease to the contrar)'. it is agreed that: 

40. DE LAY RE TAL : As stipulated in the Paragraph #3 of this lease, the rentals for 
this lease have been PAID-UP for the second (2"d) and third (3rd) years of the primary tenn 
hereof. l esscc or its assigns shall have the right to keep this lease in force and effect for the 
fourth (4th) anJ (51h) )Cars of the primaf) tcm1 pro\ided for herein by tendering a pa}ment of two 
thousand dollars ($'.L000.00) per net acre. such payment lo be di\i<le<l cquall1 betwel.!n the 'tate 
of I cxa!> and the O\\ ne1 or Lhc soil and made prior to July 22. 20 14, as to any acreage CO\'Crcd 
hcreb) and not othern isc being maintained h) an) other provision hcrl.!in ut such llmt.:. 

-l I. If. at the expiration of the primary term. this lease is being maintained in force 
under any pro, is ion of the lease . or within 180 days, prior to the expiration of the primary tenn 
I essee has completed a well as a dry hole or commenced a ,,ell on the leased premises or lands 
pooled there" ith, or Lessee is then engaged in operations on the leased premises or lands pooled 
therewith, Lessee agrees to begin a continuous drilling program '"ithin 180 days after the end of 
the primar) tenn or "ithin 180 <lays ulkr completion of such well or t11c cessation of such 
operations, whicheH:r is the later date: and thereafter to carry on the continuous drilling program 
on the leased premises or lands pooled thcre,\ith until all proration units ha,e heen drilkl.l. 
a llo" ing not more than 180 to elapse between the completion or one wt.:11 and the 
commencement of the succeeding well. Should Lessee fail to begin the continuous drilling 
program or subsequently default in the perfom1ance thereof. then in either e, ent. this lease ~hall ) 
termi nate as to all lands covered hereby, save and except for the proration unit surrounding each 
well then producing capable of producing or upon '"hich operations arc being conducted. limited 
respective!), to those depths from the surface down to the stratigraphic equivalent of the depth 
1 00 feet belo" the base of the deepest penetrated fom1ation. As used in this paragraph: i)the 
term "commission" means the Railroad Commission of the State of I exas or any successor 
agency, ii) the term "proration unit" means any acreage designated as a drilling unit or 
production unit in accordance with rules ol the commission (or an) other governmental authorit) 
ha\iingjurisdiction) or any unit fo1mcd b) pooling as pro\idcd in this lease or othernise. iii) the 
tem1s "commenced" and ··commenccmcnr· mean the date when a well is spudded. and iv) the 
terms "completed" and ··competition" mean the date the initial potential test report is filed \\ith 
the commission, if a productive well or the date the plugging rcpon is filed \\.ith commission. if a 
dry hole , in either e, ent no later than 60 days after the drill mg rig has been released. 

otwithstanding the partial termination of this lease. I .esscc shall continue to haYe the right of 
ingress and egress across all of the leased premises to and from lands that rema111 sub_1cct to this 
lease. or lands pooled there""ith . for the purposes described in paragraph I hereoL together \\ith 
casements and rights of wa) for roads. pipdint!s, l10\\. lines. and other l:1ctlities on or across all 
of the leased premises for the exploration. de, clopment. production. gathering or transportc1tion 
or oil. gas and other products from the lands still subject to this lt:ase or lands pooled thcre\,ith. 
I he sok liabiltt) or penall) for the failure of I cssce to drill any '"di or wells required or 
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permitted by this lease shall be the termination or partial termination of I .csscc's rights under the 
Ic:ase ru; pro, 1ded abo, c. 

42. Lessee agrees to pro, ide Lessor a copy of any pooling agreement, urnt1Lation 
agreement and/or amendments prepared or executed b) T esscc ,, hich include an) land co, ered 
by the lease within si,ty (60) day-; of the rccorcJation or t!ffl!ctive date or said poling agreement. 
unit agrcement or amendment. 

41. l pon written request or Lcssor, 1 cssee shall furnish copies of dail) drilling 
reports. completion rc:ports. worko,cr reports. drillcr·s logs and dcctrn: logs for ,my ,,ell or 
wells drilled on the Leased Premises. or on lands pooled therewith. All information received b) 
lessor under this provision shall be for the sole use or I essor and/or Lessor's consultant and shall 
not be divulged to any other third part). 
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General Land Ofllce 
Rellnqulshmont Act Lease Form 
Revised, September 1997 

~u.stin, W:exa.s 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered into this =22~--

FILEi~-BJ hR~ono 
f.'.EE.VES COUNTY. lEXAS 

Mar tm. 2012 at 10·37 nr ~ 

l l '2.:>866 o 

201_1 __ , between the State of Texas. acting 

by and through its agent, Flynt Chancellor, husband of Liz Chancellor. dealing in his sole and separate property 

of PO Box 1621 Midland Texas 79702 

(Grve Permanent Address 

said agent herein referred to as the owner of the soil (whether one or more), and Snow 011 & Gas Inc 

of P Q Box 1277 Andrews. Texas 79714 

(Grve Permanent Address) 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid. kept and 
perfonned by Lessee under this tease. the Slate of Texas acting by and through the owner of the soil. hereby grants leases and lets unto Lessee. for 
the sole and only purpose of prospecting and dnlhng for and producing 011 and gas. laying pipe lines bu1ld1ng tanks storing 011 and building power 
stations, telephone lines and olher slructures thereon, to produce. save take care of. treat and transport said products of the lease. the following lands 
situated in Reeves County, State of Texas. to-wit 

15 O acres. more or less. being all of Lots 1, 2. & 6 of Block 11. s,tuated in the Subd1v1s1on of Section 44, BlocK 57. Townsh,p 3, Abslract 3038. T & P 
Ra1ldroad Company Survey, Reeves County, Texas. as depicted on that cenain plat dated May 8 . 1915, recorded in Volume 1. Page 30, of the Map 
Records or Reeves County Texas. 

10 O acres. more or less. situated in the Subd1v1s1on of Section 46, Block 57, Towhsh1p 3. Abstract 3035, T & P Railroad Company Survey, Reeves 
County Texas as depicted on that certain plat dated May 8, 1915, recorded in Volume 1, Page 30 of the Map Records of Reeves County Texas 
and being more particulary descnbed as follows 

TRACT 1 5 O acres more or less, being all of Lot 7, Block 6 
TRACT 2 5 O acres more or less, being all of Lot 3, Block 11 

containing 2,,,,5 ..... '"'00"'0._ ____ acres, more or less The bonus consideration paid for this lease IS as follows 

To the State of Texas !:_Qur Thqu~nd_One Hundredd ~ Six dollars and 66/100 ___________ _ 

Dollars ($4-'-'-'-1""'66,,_6=6=-------

To the owner or the soil Four Thousand One Hundredd Sixty Six dollars and 66/100 

Dollars (S..:..4..:.1.x;66,._,.66,.__ _______ , 

Total bonus cons1derat1on Eight Thousand Three Hunred Thirty Three dollars anQ 2Q[l_OO __ _ 

Dollars ($8~33,..,3"-3,..,2=---------' 

The total bonus cons1derat1on paid represents a bonus of Two ThQusan_d and 00/1.QQ_ 

------------------ Dollars (S2.000 00 ) per acre, on 4c,,,,..:.16""6><:6.__ ____ net acres 

2. TERM. SubJect to the other provisions in this lease. this lease shall be for a tenn of E!VE years from 
this date (herein called pnmary term') and as long thereafter as 011 and gas. or either of them 1s produced in paying quan1111es from sa,d land As used 



t! w e soi or e omrrnss1oner o e enera an ice. 
such market value to be determined as follows 1) on the basis of the highest market pnce of each product for the same month 1n which such product 1s 
produced or 2) on the basis of the average gross sale pnce of each product for the same month n which such products are produced whichever 1s the 
greater 

5. MINIMUM ROYAL TY. Dunng any year after the exp1ralton of the pnmary term oi this lease. 1f this lease 1s maintained by productJon the 
royalties paid under this tease in no event shall be less than an amount equal to the total annual delay rental herein provided. otherwise. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preceding year If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph the delay rental amount shall be one dollar (S1 00) per acre 



6. ROYAL TY IN KIND. Nolwtlhstanding any other provision in th,s lease at any lime or from lime to ltme the owner of the soil or the 
Comm1ss1oner of the General Land Office may, at the opllon of either, upon not less than socty (60) days notice to the holder of the lease require that the 
payment or any royalties accruing to such royalty owner under this lease be made m kmd The owner of the soil's or the Commissioner or the General 
Land Office's right to take ,ts royalty n kmd shall not d1min1sh or negate the owner of the soil's or the Commissioner of lhe General Land Office's rights 
or Lessee's obligations. whether express or implied under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering storing, separating treating, dehydrating. compressing processing transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalt,es on the gross value received. including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant Notw1thstand1ng any other prov1s1on of this lease and sub1ect to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the teased premises or for 
injection into any 011 or gas producing formation underlying the teased premises after the liquid hydrocarbons contained 1n the gas have been removed 
no royalties shall be payable on the recycled gas until 1t 1s produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYAL TY PAYMENTS AND REPORTS All royalties not taken 1n kind shall be paid to the Comm1ss1oner of the General Land Office at 
Austin. Texas. 1n the following manner 

Payment of royalty on production of 011 and gas shall be as provided in the rules set forth in lhe Texas Register Rules currently provide that royalty on 011 
1s due and must be received 1n the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas 1s due and must be received in lhe General Land Office on or before the 15th day of the second month succeeding the month of product,on, 
accompanied by lhe affidav,t of the owner. manager or other authonzed agent. completed in the form and manner presCl1bed by the General Land Office 
and showing the gross amount and d1spos1l1on of all oil and gas produced and the market value of the 011 and gas. together with a copy of all documents 
records or reports confirming the gross production, d1spos1hon and market value including gas meter readings, p,pelme receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines. tanks. or pools and gas Imes or gas storage and any other reports or records 
which the General Land Office may require lo verify the gross producllon. d1spos1llon and market value In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub. schedule summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due then Lessee owes a penalty of 5% on the royalty or $25 00. whichever 1s 
greater A royalty payment which 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever 1s greater In addition 
to a penalty royalties shall accrue Interest at a rate of 12% per year. such interest will begin to accrue when the royalty 1s sixty (60) days overdue 
Affidavits and supporting documents which are not flied when due shall incur a penalty in an amount set by the General Land Office adm1n1strative rule 
which 1s effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shall in no way operate to proh1bn the States 
nght of forfeiture as provided by law nor act to postpone the dale on which royalties were originally due The above penalty provisions shall not apply m 
cases of title dispute as to the State's portion of the royally or to that portion of the royalty in dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS Lessee shall annually furnish lhe Commissioner of the General Land Office 
with its best possible estimate of 011 and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts w1th1n thirty (30) days after 
entenng mto or making such contracts. agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise aulhonzed by Lessee All other contracts and records pertaining to the production. 
transportation. sale and markellng of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells 
tanks, pools. meters and p1pehnes shall at ell times be subJect to inspection and examination by the Commissioner of the General Land Office. the 
Attorney General, the Governor. or lhe representauve of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud dale, workover, re-entry temporary abandonment or plug and abandonment of any well or 
wells Such written nohce to the General Land Office shall include copies of Railroad Cornm1ss1on forms for apphcauon to drill Copies of well tests. 
complellon reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Cornm1Ss1on. All 
applications permits reports or other filings that reference lh1s lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Comm1ss1on or any other governmental agency shall include the word ·state in the title Add1l1onally, in accordance with Railroad Comm1Ss1on 
rules, any signage on the leased premises for the purpose of identifying wells, lank battenes or other associated improvements to the land must also 
include the word "State • Lessee shall supply the General Land Office with any records . memoranda accounts. reports, cuttings and cores, or other 
information relative to the operahon of the above-described premises. which may be requested by the General Land Office, in add1t1on to those herein 
expressly provided for Lessee shall have an electncal and/or rad1oact1v1ty survey made on the bore-hole section, from lhe base of the surface casing to 
the total depth of well . of all wells dnlled on the above described premises and shall transmrt a true copy of the log of each survey on each well Lo the 
General Land Office w1th1n fifteen (15) days after the making of said survey 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the primary term hereof and prior to discovery and 
production of oil or gas on said land Lessee should drill a dry hole or holes thereon, or 1f during the primary term hereof and after the discovery and 
actual production of 011 or gas from the leased premises such produchon thereof should cease from any cause this lease shall not terminate 11 on or 
before the exp1ralion of sixty (60) days from dale of completion of said dry hole or cessation of production Lessee commences add1honal drilling or 
reworking operahons thereon. or pays or tenders lhe next annual delay rental 1n the same manner as provided in this tease If dunng the last year of the 
pnmary term or w1th1n sixty (60) days prior thereto, a dry hole be completed and abandoned. or the production of o,t or gas should cease for any cause 
Lessee's rights shall remain in full force and effect without further operations until the exp1rat1on of the primary term. and 1f Lessee has not resumed 
produchon in paying quanhties at the exp,rat,on of the primary term. Lessee may ma,ntain this lease by conducting additional drilhng or reworking 

) 
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operations 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 011 or gas well w1th1n the primary term hereof Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the exp1rat1on of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this lease shall ipso facto terminale If at the 
expiration of the primary term or any time thereafter a shut-in 011 or gas well ,s located on the leased premises, payments may be made 1n accordance 
with the shut-in prov1s1ons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, nellher 011 nor gas is being 
produced on said land, but Lessee 1s then engaged in drilling or reworking operations thereon. this lease shall remain in force so long as operations on 
said well or for dnlling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and 1f they result in the production of 011 and/or gas. so long thereafter as 011 and/or gas 1s produced 
in pay,ng quantities from said land, or payment of shut-in 011 or gas well royalties or compensatory royalties 1s made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the primary term. production of 011 or gas from the leased 
premises after once obtained, should cease from any cause this lease shall not terminate 1f Lessee commences additional dnlling or reworking 
operations w1th1n sixty (60) days after such cessation. and this lease shall remain 1n full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days If such dnlhng or reworking operations result ,n the production 
of 011 or gas the lease shall remain in full force and effect for so long as 011 or gas ,s produced from the leased premises in paying quantities or payment 
of shut-in 011 or gas well royalties or payment of compensatory royalties 1s made as provided herein or as provided by law If the drilling or reworking 
operations result ,n the completion of a well as a dry hole the lease will not terminate 1f the Lessee commences add1llonal dnlhng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole. and this lease shall remain in effect so long as Lessee continues dnlling or 
reworking operations in good faith and in a workmanlike manner without 1nterrupt1ons totaling more than sixty (60) days Lessee shall g111e 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 
having 1unsd1cllon over the production of oil and gas 1r. al any time after the expiration of the pnmary term or a lease that. until being shut in. was being 
maintained in force and effect a well capable of producing 011 or gas in paying quantities 1s located on the leased premises. but 011 or gas 1s not being 
produced for lack of suitable production rac1lit1es or lack of a suitable market, then Lessee may pay as a shut ,n oil or gas royalty an amount equal to 
double the annual rental provided in the tease, but not less than $1 ,200 a year for each well capable of producing 011 or gas in paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph. the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each in1t1al shut-in 011 or gas royalty must be paid on or before (1) the expiration or the primary term, (2) 60 days arter 
the Lessee ceases to produce 011 or gas from the leased premises, or (3) 60 days arter Lessee completes a drilling or reworking operation 1n accordance 
with the lease prov1s1ons, whichever date 1s 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 soil If the shut 1n oil or gas royalty is paid. the lease shall be considered to be a producmg lease and the payment shall 
extend the term of the lease ror a penod of one year from the end of the primary term, or from the first day or the month following the month 1n which 
production ceased, and, after that. 1f no suitable produclton fac1hhes or suitable market ror the 011 or gas exists Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the exp1rat1on of each shut-in year 

15. COMPENSATORY ROYAL TIES. If. dunng the penod the lease ,s kept in effect by payment of the shut m 011 or gas royalty 011 or gas ,s 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or 1n any case in which drainage is occurnng, the nght to continue to maintain the lease by paying the shut-in 011 or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may ma1nta1n the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided 1n the lease of the market value of production from the well causing 
the drainage or which 1s completed in the same producing reservoir and within one thousand (1.000) feet of the leased premises The compensatory 
royalty 1s to be patd monthly one-half (1/2) to the Comm1ss1oner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the 011 or gas 1s produced from the well causing the drainage or that 1s completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of Jhe leased premises If the compensatory royalty paid 1n 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 w1th1n thirty (30) days from the end or 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 prov1s1ons will relieve Lessee or the obligation of reasonable development nor the obhgahon to dnll offset wells as provided 1n 
Texas Natural Resources Code 52 173. however. at the determ1nat1on of the Comm1ss,oner. and with the Comm1ss1one(s wntten approval. the payment 
of compensatory royalties can satisfy the obhgallon to dnll offset wells 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary after a well producing or capable of producing o,I or 
gas has been completed on the leased premises, Lessee shall exercise the d1hgence of a reasonably prudent operator 1n drilling such add1t1onal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event this lease 1s ,n force and effect two (2) years after the exp1rat1on date of the primary or extended term ,t shall then 
terminate as to all of the leased premises EXCEPT (1) 40 acres surrounding each 011 well capable or producing in paying quant1t1es and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in 011 or gas well as provided in Paragraph 14 hereof) . or a well 
upon which Lessee IS then engaged ,n continuous dnlling or reworking operations. or (2) Jhe 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 produclton 
purposes to a prorauon unit for each such producing well under the rules and regulations of the Railroad Comm1ss1on of Texas or any successor 
agency or other governmental authority having 1urisd1ct1on If at any time after the effective date of the partial termination provisions hereof, the 
appltcable r:eld rules are changed or the well or wells located thereon are reclassified so that less acreage 1s thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of 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 
ex1s11ng roads existing pipelines and other ex1s1tng fac1hties on, over and across all the lands described in Paragraph 1 hereof ( the retained lands") for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands 



(8) HORIZONTAL. In the event this lease is 1n rorce and effect two (2) years after the expiration date or the primary or extended term 11 shall 
rurther terminate as to all depths below 100 reel 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 pnmary or extended term Lessee pays an amount equal to one-h.llf (1/2) of the 
bonus originally paid as consideration for this lease (as speohed on page 1 hereof) If such amount 1s paid this lease shall be in rorce and effect as to 
such deeper depths, and said term1nat1on shall be delayed ror an additional period or two (2) years and so long thereafter as oil or gas 1s produced 1n 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the form of a 
square with the well located in the center thereof or such other shape as may be approved by the Comm1ss1oner of the General Land Office W1th1n 
thirty (30) days after parttal termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder The recorded release , or a cert,f1ed copy of same. shall be filed on the General 
Land Office. accompanied by the filing fee prescribed by the General Land Office rules 1n effect on the date the release 1s filed 1r 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 
Comm1ss1oner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease 1s located and in the official records or the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalt,es paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being dra,ned Lessee sublessee, receiver or other agent in control or the teased 
premises shalt dnll as many wells as the facts may Justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage or 
011 and gas from the leased premises In addition ir oil and/or gas should be produced in commercial quantities within 1, 000 reel of the leased premises, 
or in any case where the leased premises 1s being drained by production of oil or gas, the Lessee, sublessee. receiver or other agent in control of the 
leased prem1Ses shall on good rarth begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1.000 feet or the leased premises start producing in commercial quantities and shall prosecute such drilling with d1hgence 
Failure to satisfy the statu1ory offset obligation may subJect this lease and the owner or the soil's agency rights to rorfe,ture Only upon the determination 
of the Commissioner or the General Land Office and with his written approval may the payment or compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If after a good faith effort. Lessee 1s prevented from complying with any express or implied covenant of this lease 
from conducting dnlhng operations on the leased premises or from producing 011 or gas from the leased premises by reason or war, rebellion, nots 
stnkes acts of God or any valid order rule or rtlgulat1on of government authority then while so prevented Lessee's obligation to comply w,th such 
covenant shall be suspended and Lessee shall not be hable ror damages ror failure to comply with such covenants additionally this lease shall be 
extended while Lessee 1s prevented by any such cause. from conducting dnlhng and reworking operations or from producing o,I or gas from the leased 
premises However nothing in this paragraph shall suspend the payment or delay rentals on order to maintain this lease 1n effect dunng the primary term 
in the absence or such dnlhng or reworking operations or production of oil or gas 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend !Ille to the leased premises If the owner of the soil defaults 
in payments owed on the leased premises then Lessee may redeem the rights or the owner of the soil in the leased premises by paying any mortgage, 0 
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 or the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1v1ded surface estate in the above 
descnbed land whether or not Lessee's interest 1s specified herein. then the royalties and rental herein pro111ded to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Comm1ss1oner of the General Land Office of the State of Texas shall be likewise proport.Jonalely reduced However, before Lessee adJusts the 
royalty or rental due to the Comm1ss1oner of the General Land Office. Lessee or his authorized representative must submit to the Comm1ss1oner of the 
General Land Office a wntten statement which explains the discrepancy bel\veen the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease. less the proportionate development and production cost allocable to such und1v1ded interest. However. in no event shall 
the Comm1ss,oner of the General Land Office rece111e as a royalty on the gross production allocable to the und1v1ded interest not leased an amount less 
lhan the value of one-sixteenth (1116) of such gross producuon 

(8) REDUCTION OF PAYMENTS. If. dunng the pnmary lerm, a port,on of the land covered by this tease 1s included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner or the soil in accordance with Natural Resources Code Sections 
52 151-52 154, or 11, at any time after the exp,rahon of the primary tern, 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 or acres pooled. released, 
surrendered. or otherw1se 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. 1f 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 ror 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 ror livestock or 1mgahon purposes 
ror waterflood operations without the pnor consent or the owner of the soil 

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

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

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



25. POLLUTION. In developing this area, Lessee shall use the highest degree or care and all proper safeguards lo prevent pollution. Without 
limiting the foregoing pollution of coastal wetlands. natural waterways, overs and impounded water shall be prevented by the use of conta·nment 
fac11it1es sufficient to prevent spillage seepage or ground water contamination In the event of pollution Lessee shall use all means at ,ts disposal to 
recapture all escaped hydrocartlons or other pollutant and shall be responsible for all damage to pubhc and private properties Lessee shall build and 
maintain fences around ,ts slush. sump. and drainage pits and tank batteries so as to protect livestock against loss. damage or injury, and upon 
compleuon or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely clean up the dnlling srte of all rubbish 
thereon Lessee shall, while conducting operatJons on the leased premises. keep s:11d premises free of all rubbish, cans. bottles. paper cups or garbage, 
and upon compleuon of operations shall restore the surface or the land to as near ,ts ong,nal cond1t1on and contours as ,s practicable Tanks and 
equipment w,11 be kept painted and presentable 

26. REMOVAL OF EQUIPMENT Subject to hmitallons in this paragraph, Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased premises. including the nght to draw and remove casing, w1th1n one hundred twenty (120) days after the expiration or the 
termination or this lease unless the owner of the soil grants Lessee an extension of this 120-day penod. However, Lessee may not remove casing from 
any well capable or producing oil and gas 1n paying quantities Additionally Lessee may not draw and remove casing until after th,ny (30) days written 
notice to the Comm1ss1oner or the General Land Office and to the owner or the soil. The owner of the soil shall become the owner of any machinery, 
r,xtures, or casing which are not timely removed by Lessee under the terms or this paragraph 

27 (A) ASSIGNMENTS Under the cond1t,ons contained ,n this paragraph and Paragraph 29 of this lease, the nghts and estates or erther 
party to this lease may be assigned in whole or in part, and the prov1s1ons or this lease shall extend to and be binding upon their heirs. dev1sees legal 
representatives, successors and assigns However a change or d1v1sion in ownership of the land. rentals. or royalties will not enlarge the obligat,ons of 
Lessee, d1m1nish the nghts, privileges and estates of Lessee, impair the effectiveness or any payment made by Lessee or impair the effectiveness or any 
act performed by Lessee And no change or div1s1on in ownership or the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner or the soil (or his heirs, dev1sees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence or the change 
n ownership including the onginal recorded muniments or lttle (or a certified copy of such original) when the ownership changed because or a 
conveyance A total or partial assignment of this lease shall, lo the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease II this lease 1s assigned ,n ,Is entirety as to only part or the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ralably, according to the area of each and failure by one or more of them lo pay his share or the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are umely paid or tendered however, 1f the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subJect to all obligations liabilities, and penalties owed to the State by the 
onginal lessee or any pnor assignee of the lease, including any liabilities to the State for unpaid royalties 

(Bl ASSIGNMENT LIMITATION. Notwithstanding any prov1s1on 1n Paragraph 27(a) ii the owner of the soil acquires this lease 1n whole or in 
part by assignment without the pnor wnlten approval of the Commissioner or the General Land Office. lh,s lease ,s void as of lhe time of assignment and 
the agency power of the owner may be forfeited by the Comm1ss1oner. An assignment will be treated as 1f 11 were made to the owner of lhe soil 1f the 
assignee 1s 

(1) a nominee of the owner or the soil. 
(2) a corporation or subs1d1ary 1n which the owner of the so1l 1s a principal stockholder or ,s an employee of such a corporation or subsidiary 
(3) a partnership in which the owner of the so,l is a panner or is an employee or such a partnership, 
(4) a pnncipal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) a partner or employee in a partnership which 1s the owner of the soil, 
(6) a fiduciary for the owner of the soil; including but not hm,ted to a guardian, trustee, executor, administrator, receiver. or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption 

28. RELEASES. Under the cond1t1ons contained in this paragraph and Paragraph 29. Lessee may at any time execute and deliver to the 
owner of the soil and place or record a release or releases covenng any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or portions and be relieved of all subsequent obligations as to acreage surrendered 1r any part of this lease ,s property surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
,mmed1ately prior to such surrender, however such release will not relieve Lessee of any liab1hltes which may have accrued under lh1s lease prior lo the 
surrender of such acreage 

29 FILING OF ASSIGNMENTS AND RELEASES If all or any part of lh1s lease 1s assigned or released such assignment or release must be 
recorded in the county where the land 1s situated. and the recorded instrument or a copy of the recorded instrument cert1f1ed by the County Clerk of the 
county in which the instrument 1s recorded must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee If any such assignment ,s not so filed the rights acquired under this lease shall be subJect to forfeiture at the opt,on of lhe 
Comm15s1oner of the General Land Office 

30. DISCLOSURE CLAUSE All provisions pertaining to the lease of the above-descnbed land have been included 1n this instrument, 
including the statement of the true consideration lo be paid for the execution of this lease and the rights and du11es of the parties Any collateral 
agreements concerning the development of 011 and gas from the leased premises which are not contained ,n this lease render this lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the State a f1duc,ary duty and must fully disclose any facts affecting the Slate's interest 1n 
the leased premJSes When the interests of the owner of the soil conflict w1lh those of the State the owner of the soil ,s obligated to put the State's 
interests before his personal interests 

32 FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum w1th1n thirty days after 11 becomes due. or ,r Lessee or an 
aulhor•zed agent should knowingly make any false return or false report concerning production or drilling, or 11 Lessee shall fail or refuse to dnll any 
offset we11 or wells ,n good faith as required by law and the rules and regulations adopted by the Comm1ss1oner of the General Land Office. or ,r Lessee 
should rail to file reports 1n the manner required by law or fail to comply with rules and regulallons promulgated by the General Land Office. the School 
Land Board or the Railroad Comm1ss1on. or 1f Lessee should refuse the proper aulhonty access to the records pertaining to operations, or 1r Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authonty, or knowingly fad or refuse to furnish the General 
Land Office a correct log of any well, or 1f Lessee shall knowingly violate any of the material prov,s1ons or this lease or 1f this lease ,s assigned and the 
assignment 1s not filed in the General Land Office as required by law. the nghts acquired under this lease shall be sub1ect to forfeiture by tl'e 
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Commissioner, and he shall forfert same when suffic1enlly informed o( the facts which authonze a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act However nothing herein shall be construed as waiving the automatic termination or this 
lease by operation of law or by reason of any special hm1tat1on ans1ng hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the nghts or another intervene upon satisfactory evidence to the Commissioner or the General Land Office of future compliance with 
the prov1s1ons or the law and of this lease and the rules and regulations that may be adopted rela!lve 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 th1S lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance or 
this lease Lessee grants the State, in addition to the hen 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 minerals in and extracted from the leased premises all proceeds which may accrue to 
Lessee from the sale of such leased minerals whether such proceeds are held by Lessee or by a third party, and all f1)(tures on and improvements to the 
leased prem1Ses used in connection with the production or processing of such leased minerals in order to secure the payment or all royalties or other 
amounts due or to become due under this lease and to secure payment or any damages or loss that Lessor may suffer by reason of Lessee·s breach of 
any covenant or condition of this lease, whether express or 1mphed This hen and security interest may be foreclosed with or without court proceedings in 
the manner provided 1n the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Comm1ss1oner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acl<nowledge attach or perfect this hen t essee hereby represents that there 
are no prior or superior hens arising from and rela!lng to Lessee's act1v1t,es upon the above-described property or from Lessees acqu1s1t1on of this lease 
Should the Comm1ss1oner at any lime determine that this representation ,s not true. then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee 1s hereby granted the nght to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of 011 or gas or either or them upon the same terms as shall be approved 
by the School Land Board and the Comm1ss1oner 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 or the soil agrees that the inclusion or this prov1s1on 1n this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State or 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 or action 
or every nature or other harm, including environmental harm for which recovery or damages 1s sought. including but not limited to all losses and 
expenses which are caused by the act1v1hes 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 or or be occasioned by Lessee's breach of any of the terms or provisions or thlS 
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 soil, their officers. employees and agents, their successors or assigns, against any 
and all claims hab1hlles losses. damages. actions. personal inJury (including death), costs and expenses or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict hab1lity. including attorneys' fees and other legal expenses. including those related to 
environmental hazards, on the leased premises or in any way related to Lessee s failure to comply with any and all environmental laws those ansing 
from or in any way related to Lessee's operations or any other of Lessees achv1hes on the leased premises those arising from Lessees use of the 
surface of the leased premises. 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. invitees. and their 
respectrve successors and assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above 1n connection with 
the act1v1hes of Lessee its 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 contamination or 
pollution of any environmental medium. including soil surface waters. g roundwater, sediments. and surface or subsurface strata ambient air or any 
other environmental medium ,n on, or under, the leased premises by any waste, pollutant, or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbeslos containing materials, explosives, toxic matenals, or substances regulated as hazardous wastes. hazardous matenals 
hazardous substances (as the term "Hazardous Substance· 1s defined in the Comprehensive Environmental Response. Compen:;ahon and L1ab111ty Act 
(CERCLA). 42 U SC Sections 9601 et seq ). or toxrc substances under any federal. state. or local law or regulation ('Hazardous Matenalsl except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quanhtres 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, 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 WRITIEN 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 1s issued under the provisions of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the Rehnqu1shment Act and other applicable statutes and amendments therelo and 11 any prov1s1on 1n this lease does not conform to these 
statutes. the statutes will prevail over any nonconforming lease prov1s1ons 
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38. EX ECUTION. This 011 and gas lease must be signed and acknowledged by the Lessee before 11 1s filed of record in the county records and 
in the General Land Office of the State of Texas Once the filing requirements round m Paragraph 39 or this lease have been satisfied the effect111e date 
of this lease shall be the date found on Page 1 

39. LEASE FILING Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record ,n the office or the 
County Clerk ,n any county in which all or any part of the leased premises 1s located. and certified copies thereof must be filed on the General Land 
Office This lease IS not effect,11e until a cert1f1ed copy of this lease (which 1s made and certified by the County Clerk from his records) ,s filed on the 
General Land Office m accordance w,th Texas Natural Resources Code 52 183 Add1t1onally, this lease shall not be binding upon the State unless 11 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the State and the prescnbed filing fee shall 

'"""''""""' ""'"'" copyto lhe """" '"" n:. l / () 
LESSEE ;) r·v/W ~ 
BY-------------------

Title Dan W Snow President 

Date 

STATE OF TEXAS _, ~ // # 
BY ?&,J~ 
lnd1111dually and as agent for the State of Texas 

Date J 7- - I - I ) 

STATE OF TEXAS 

BY 
lnd1111dually and as agent for the State of Texas 

Date ---------

3('6/?-tJ/Z-__ 

STATE OF TEXAS 

BY-------------------
lnd1111dually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY. ___________________ _ 
lnd1111dually and as agent for the State of Texas 

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



STATE OF Tf_XA.Q_ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ANDREWS~ ----

BEFORE ME the undersigned authority, on this day personally appeared Dan W Snow 

known to me to be the person whose name 1s subscribed to the foregoing instruments as ~P~re~s=,d=e=n~t -----------------­

of Snow 011 & Gas Inc and acknowledged to me that he 

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

Given under my hand and seal of office this the (:, 'f{t.,da or ~~ -~ 2of..2- , 

~o::=_ ~~ 
~ b1fiS7 Uy~~ (&14-2)15 Notary Public 1n and for T-e.-K/?$ 

STATE OF------- (CORPORATION ACKNOWLEDGMEND 

COUNTY OF 

BEFORE ME. the undersigned authonty, on this day personally appeared----------------------­

known to me to be the person whose name 1s subscribed to the foregoing instruments as---------------------
or ____________ _ 

------------------------- and acknowledged to me that he 

executed the same for the purposes and constderat1on therein expressed, in the capacity staled, and as the act and deed or sa,d corporal,on 

Grven under my hand and seal of office this the ___ day of---------- 20 __ 

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

STATE OF ..:..T::.EXA:.::...:;S"'------- (INDIVIDUAL ACKNOWLEDGMEND 

COUNTY OF -M~ID_LA~ N~P~-----

BEFORE ME, the undersigned authonty on th,s day pers~ally appeared Flynt Chancellor de t l,u; -. \... ,">Sc k ,;"'-JS:(>~~~ 
~,· \ -( '"\ f a,.,_~ .:z ':> ~s--\ . c.: ~ \._ (. :, \J, \' .A~·--~'~' t~:J=--~'---· ____ 5 _________ _ 
known to me to be the persons whose names are subscribed to the rorego1ng 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 this the f:.<l 20 I I 

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF--------

BEFORE ME the undersigned authority on lh1s day personally appeared__ __ ------------------

known to me to be the persons whose names are subscribed to lhe 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 this the ___ day of 20 __ 

Notary Public in and ror _____________ _ 

I 

( 

i! 



AOOE OUM TO TIIE OIL A D GA LEA 'E BET\VEEN TJIF: .. TATE OF TF.XA ·. 
ACTING THRO GII IT AGENT, FLYNT C HANCELLOR, DEALING I Ill 'SOLE 

AND .. EPARATE PROPERTY (LE 'SOR), ANO 'NOW OIL & GAS INC. (Lf.:S EE) 
DATED Jl'LY22, 20 11 

Notwithstanding any provisions in this lease to the contrary, it is agreed that : 

40. DELAY RENTAL : As stipulated in the Paragraph #3 of this lease, the rentals for 
this lease ha,c been PAID-UP for the second (211d) and third (1rJ) years of the primar) term 
hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the 
fourth (4th) and (5Lh) )ears of the primary term provided for herein by tendering a payment of two r 
thousand dollars ($2,000.00) per net acre, such payment to be di , idcd equally between the State 
of Texas and the owner of the soil and made prior to July 22, 20 1-1, as to any acreage covered I 
hcreb) and not othern isc being maintained by any other pro, ision herein at such time. 

41 . If, at the expiration of the primary term. this lease is being maintained in force 
under any pro, ision of the lease. or within 180 days. prior to the expiration of the primal) term 
Lessee has completed a well as a dry hole or commenced a \\Cit on the leased premises or lands 
pooled there,, ith, or Lessee is then engaged in operations on the leased premises or lands pooled 
therewith. Lessee agrees to begin a continuous drilling program within 180 days after the end of 
the primary term or ,, ithin 180 da) s after completion of such well or the cessation of such 
operations, \\-hiche, er is the later date; and thereafter to carr) on the continuous drilling program 
on the leased premises or lands pooled there,, ith until all proration units have been drilled, 
allowing not more than 180 to elapse between the completion or one well and the 
commencement of the succeeding well. Should I essee fail to begin the continuous drilling 
program or subsequently default in the performance thereol, tlH.:n in either e, ent. th is lease shall 
terminate as to all lands covered hereby. save and except for the proration un it surrounding each 
well then producing capable or producing or upon v. hich operations arc being conducted. limited 
respectively, to those depths from the surface do,, n to the stratigraphic equi, alcnt of the depth 
I 00 feet below the base of the deepest penetrated formation. As used in this paragraph: i)the 
term ·'commission" means the Railroad Commission of the State or ·r exas or an) successor 
agency, ii ) the tcrm ··proration unit" means any acreage designated as a drilling unit or 
production unit in accordance with rules of the commission (or any other governmental authorit} 
having jurisdiction) or an7 unit formed by pooling as provided in thi s lease or otherwise. iii) the 
terms "commenced" and .. commencement" mean the date \\-hen a well is spudded, and i,) the 
tem1s "completed'' and ··competition" mean the date the initial potential test report is filed ,v1th 
the commission. ii' a productive " ·ell or the date the plugging report is filed ,vith commission. 1r a 
dry hole . in either event no later than 60 da) s after the drilling rig has hcen released 
Notwithstanding the partial tennination of this lease. Lessee shall continue to have the right of 
ingress and egress across all of the leased prcm1ses to and from lands that remain subjt:ct to this 
lease. or lands pooled therev.ith . for the purposes described in paragraph 1 hereoL together with 
casements and rights of wa) for roads, pipelines, no,, lines, and other fac ilities on or across all 
of the leas1::d premises for the exploration. dc\'elopmcnt, product 1011. gathering or transportation 
of oil. gas and other products from the lands still subject to this kase or lands pooled ther1::with. 
!'he sole liability or penalty for the failure of I essec to drill any well or wells required or 

Addendum to Oil and Gas I .case 
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permjtted by this lease shall be the lcnnination or partial termination of Lessee's rights under the 
lease as provided above. 

42. Lessee agrees to prO\ idc Lessor n copy of any pooling agreement. unit1zation 
agreemelll and/or amendments prepared or executed b} Lessee which include an) land covered 
by the lease within si;,.,.ty (60) da~·s of the recordation or effective date of said poling agreement, 
uni a agreement or amendment. 

43. Upon wrillcn request of Lessor, Lessee shall furnish copies of dai ly dr illing 
reports. completion rcpons. workovcr reports, driller's logs and electric logs for any wcll or 
wells drilled on the Leased Premises, or on lands pooled therewith. All information received b) 
lessor under U1is pro, ision shall be for the sole usc of Lessor and/or Lessor's consultant and shall 
not be divulged to any other third party. 

12--01709 
OIJ\tJ 0. FLOREZ 

COUNTY CLERK 
2012 Mar 08..:. 10.37 AM 
R~' COU~lY TEXAS 

r G l <../(.f), !&!._. OL~ O' 
J\dcfen un lo iTand Gas Lease 
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Fflc No. ___ .:..i.1 l3..:;....::;B..:::9;_';;T3~----

~~~~~~~~~~~-Coun~ 

l-e.P-. se., 'P 
Date Flied: o3to.::r I 1s 

George P. B~~ ommissioner 
By~~~~~~'--~~~~~-



PETROHAWK ENERGY CORPORATION 12704032 158534 
1000 LOUISIANA STREET, SUITE 5600 • HO_U_S_TO_N....:.., _TX_ 7_7_00_2~8_3_2-_20_4_-2_78_7 __ ~-------r--C_H_E_C_K _NO_ . _______ ~ 
I REFERENCE - INVOICE DATE INVOICE NO. INVOICE AMT. PRIOR PAYMENT DISCOUNT AMOUNT PAID ---1--- ---+ 

' 1112 -AP-14 0 11 / 30 / 11 CKREQ-TEXA:S 1 7354 .17 0 .00 I ~Rl7354.1 7 
. GENERAL . lJA \p/k ,'\ 

1
.. ~O\.v ND . OFFICE - 1 ~\I~ ,o~· 
C) \\.~ 1 / 30 / 11-2 /" 1 i-r 
~ Portion of payment f or the following soil owners : Cynthia Anne Warren 

Meeks 119 / 12960. Mar y Katherine Nelsoflifford"l / 80 (sectioh 44 

• ...... 
• • . 

•••••• • • 
• . . . 

• • • ... . 

.. . 
• • • • •• 

• •••••• • • 

only) . Franc es Marian Hunter--1. / 80 (sec ion 44 only). , 

/010,, 0 ' ~'l,i1:B,, 
~'P~ Q ~ , 1 ;.., r ...,_,.... \ '? . /M 'f lotg ,z,,,::, 

~I\Y I \, 
r · ~~ 

I 

VENDOR 

26956 TEXAS GENERAL LAND OFFICE 
CHECK DATE -i-1-y ~ ~ 

12/ 01 / 1 TOTA~ -- 11 , 354.1 jl 
B0L0-2G, 

l 



Hk • o. ___ _:\...1..\3.£..l63~6:__1.!__ __ _ 

----------------County 

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



Date : 10/31/2016 

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

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

CREDIT TO 
Owner# 80113945 
STATE OF TEXAS GLO 

DIVISION ORDER 

10/31/2016 
STATE BLAKE 57-T3-46 1 H 
P1 M595/00501 
ALL PRODUCTS 
BHP BILLITON PETROLEUM (TXLA OPERATING) 

• • bhpbilliton 
resourcing the future 

T&P RR CO ABST/10# 3035 Grantee J.S. OWENS Twsp T3 Blk 57 Sec 46 REEVES 
COUNTY/PARISH, TEXAS (638.91 ACRES) 

<:)rn-- 35 \ 5 \ 

1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

Decimal Type Status Reason Start Date 
0.00585372 RI PAY 4/1/2016 
0.00056966 RI PAY 4/1/2016 
0.00145262 RI PAY 4/1/2016 
0.00056966 RI PAY 4/1/2016 
0.00030786 RI PAY 4/1/2016 
0.00030786 RI PAY 4/1/2016 
0.00455724 RI PAY 4/1/2016 
0.00042724 RI PAY 4/1/2016 
0.00097823 RI PAY 4/1/2016 
0.00011633 RI PAY 4/1/2016 
0.00097823 RI PAY 4/1/2016 
0.00097823 RI PAY 4/1/2016 
0.00341793 RI PAY 4/1/2016 
0.00227862 RI PAY 4/1/2016 
0.00050214 RI PAY 4/1/2016 
0.00017090 RI PAY 4/1/2016 
0.00145262 RI PAY 4/1/2016 
0.00017090 RI PAY 4/1/2016 
0.00010681 RI PAY 4/1/2016 
0.00030786 RI PAY 4/1/2016 
0.00042144 RI PAY 4/1/2016 
0.00650848 RI PAY 4/1/2016 
0.00097431 RI PAY 4/1/2016 



0.00097725 RI PAY <t/1 /201 E-

0.00008545 RI PAY 4/1/2016 

0.00032575 RI PAY 4/1/2016 

0.00058234 RI PAY 4/1/2016 

0.00218958 RI PAY 4/1/2016 

0.00781140 RI PAY 4/1/2016 

0.00077288 RI PAY 4/1 /2016 

0.00077288 RI PAY 4/1/2016 

0.00536950 RI PAY 4/1/2016 

0.00113931 RI PAY 4/1/2016 

0.00113931 RI PAY 4/1/2016 

0.00017090 RI PAY 4/1/2016 

0.00145262 RI PAY 4/1/2016 

0 .00650848 RI PAY 4/1/2016 

0.00032575 RI PAY 4/1/2016 

0.00034828 RI PAY 4/1/2016 

0.00536950 RI PAY 4/1/2016 

0.00092358 RI PAY 4/1/2016 

0.00010681 RI PAY 4/1 /2016 

0.00032575 RI PAY 4/1/2016 

0.00197501 RI PAY 4/1/2016 

0.00011633 RI PAY 4/1/2016 

0.00244459 RI PAY 4/1/2016 

0.00227862 RI PAY 4/1/2016 

0.00145262 RI PAY 4/1/2016 

0.00146734 RI PAY 4/1/2016 

0.00023265 RI PAY 4/1/2016 

0.00341793 RI PAY 4/1/2016 

0.00290524 RI PAY 4/1/2016 

0.00758591 RI PAY 4/1/2016 

0.02471781 RI PAY 4/1/2016 

0.00757064 RI PAY 4/1/2016 

0 .00023266 RI PAY 4/1/2016 

0 .00010681 RI PAY 4/1 /2016 

0 .00010681 RI PAY 4/1/2016 

0.00097823 RI PAY 4/1/2016 

0.00076903 RI PAY 4/1/2016 

0.00077288 RI PAY 4/1/2016 

0.00244459 RI PAY 4/1/2016 



December 12, 2016 

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

TEXAS GENERAL LAND O FF LCE 
GEORGE P. BUS H , COMM ISS IONER 

..,/ 

Re: tate Lease os. MFl 12680, MFl 13637, MFl 13639, MFl 13640, MFl 13642. MFL 13888, 
MF114211,MF114212,MF115610, MF116741,MF116742,MFl16743, 
MF116744, MF116745,MF116746,MF116747,MF116748,MF116749, 
MFl 16989, MF l 17473, MF117985 and MF117986 
STATE BLAKE 57-T3-461H 

Dear Mr. Brown: 

The Texas General Land Office (GLO) has received yow- Division Order for the referenced unit. 
This Division Order has been fi led in the appropriate mineral fi les. 

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

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

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

Thank you, 

~W(L(\\\~ 
Vivian Hernandez 'tJ 
Landman, Energy Resources 
512-475-0428 
512-475-1543 (fax) 
vivian. hemandez@glo.texas.gov 

1700 North Congress Avenue, Austin. Texas 78701 -1 495 
P.O. Box 12873, Austin, Texas 7871 1-2873 

512-463-5001 glo.texas.gov 
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Hy 
George P. Bush, Commissioner V. H- . 
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/ l"\f \ \ 31S3'2f DIVISION ORDER 
MF \ \ lo -i L\D t-A.r t\ 'D coo. 

Date: 10/31 /2016 M,f \ \li{ 'f>q 
MF \\ -i oz.z.. 

bhpbilliton 
resourcing the future 

To: BHP Billiton Petroleum ~ f \ \1L..\13 
Land Administration K ~ \ \ "l q '65 
P O Box 22719 ~~ \ \ •~'Blt:> 
Houston, TX 77227-9927 
(877) 311 - 1443 

Issue Date: 10/31 /2016 
Property Name: STATE WHITEACRE 57-T3-44 1 H 
Property#: 
Production: 

P1 M599/00501 3 Be\- 3 5 \ 5 5 
ALL PRODUCTS 

Operator: BHP BILLITON PETROLEUM (TXLA OPERATING) 
Legal Description: T&P RR CO ABST/10# 3036 Grantee J.S. OWENS Twsp T3 Blk 57 Sec 44 REEVES 

COUNTY/PARISH, TEXAS (642.77 ACRES) 

CREDIT TO 
Owner # 80113945 
STATE OF TEXAS GLO 
1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

Decimal Type 
0.00431361 RI 

0.00215680 RI 

0 .00431361 RI 

0 .00107840 RI 

0.00095059 RI 
0.00549985 RI 

0.00032352 RI 

0 .00032352 RI 

0.00097624 RI 

0.00146437 RI 

0 .00065083 RI 

0 .03280145 RI 

0 .00174841 RI 

0.00274992 RI 

0 .00020220 RI 

0.00080880 RI 

0.00129408 RI 

0.00647041 RI 

0.00129408 RI 

0 .00097581 RI 

0 .00097581 RI 

0.00070511 RI 

0.00006809 RI 

Status Reason Start Date 
PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/201 6 

PAY 5/1/2016 

PAY 5/1/201 6 

PAY 5/1/201 6 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/201 6 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/201 6 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 

PAY 5/1/2016 



0.00549985 RI PAY 5/1/2016 

0.00129408 RI PAY 5/1/2016 

0.00862721 RI PAY 5/1/2016 

0.00097581 RI PAY 5/1/2016 

0.00008298 RI PAY 5/1/2016 

0.00025627 RI PAY 5/1/2016 

0.00274992 RI PAY 5/1/2016 

0.00058280 RI PAY 5/1/2016 

0.00020220 RI PAY 5/1/2016 

0.00274992 RI PAY 5/1/2016 

0.00020220 RI PAY 5/1/2016 

0.00058280 RI PAY 5/1/2016 

0.00162664 RI PAY 5/1/2016 

0.00097581 RI PAY 5/1/2016 

0.00048812 RI PAY 5/1/2016 

0.00016176 RI PAY 5/1/2016 

0.00070511 RI PAY 5/1/2016 

0.00597269 RI PAY 5/1/2016 

0.00009959 RI PAY 5/1/2016 

0.01436071 RI PAY 5/1/2016 

0.00107840 RI PAY 5/1/2016 

0 .00145584 RI PAY 5/1/2016 

0.00008298 RI PAY 5/1/2016 

0.00215680 RI PAY 5/1/2016 

0 .00274992 RI PAY 5/1/2016 

0 .00058280 RI PAY 5/1/2016 

0 .00020220 RI PAY 5/1/2016 

0.00146372 RI PAY 5/1/2016 

0.00162664 RI PAY 5/1/2016 

0.00048812 RI PAY 5/1/2016 

0.00070511 RI PAY 5/1/2016 

0.00647041 RI PAY 5/1/2016 

0.00032352 RI PAY 5/1/2016 

0.00079782 RI PAY 5/1/2016 

0.00048812 RI PAY 5/1/2016 

0.00002904 RI PAY 5/1/2016 



December 12, 2016 

Broderick Brown 
Division Order Analyst 
BHP Billiton Petroleum 
PO BOX 227 19 
Houston, TX 77227-9927 

TEXAS GEN ER.AL LAND O FFlCE 
GEORGE P. BUSH , COMM ISS IONER 

t,/ 

Re: State Lease os. MFl 13637, MFl 13638, MFl 13640, MFl 13642, MFl 13887, MFl 13888, 

Dear Mr. Brown: 

MF116740,MF116989,MF117022,MF117473,IVIF117985,MF117986 
and MFl 18009 STATE WHITEACRE 57-T3-44 HI 

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

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

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

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

Thank you, 

~~~ez\~ 
Landman, Energy Resources 
512-475-0428 
5 12-4 75-1543 (fax) 
vivian.hernandez@glo.texas.gov 

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

512-463-500 1 glo.tcxas.gov 
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Texas General Land Office 
Reconciliation Billing PO Box 128 73 

Au stin, TX 78711-28 73 
(8 00) 998-44 56 
8:oo - 5:00 M-F George P. Bush , Commissioner 

BPX Operating Company 
Attn: Patty Burg 

Office: WMll 6025-1 
15377 Memorial Drive 
Houston, TX 77079-4101 

Total Due 

Billing Date: 9/8/2021 
Billing Due Date: 10/8/2021 
Customer Number: C000046383 

$1,434 .61 

Penalty and interest have been calculated thru 9/30/2021. Payment remitted after 9/30/2021 will 
result in additional penalty and interest charges. 

Charlton,Andrea M (512) 463-5190 or Andrea.Charlton@GLO.TEXAS.GOV 

NOTICE 

• Please update GLOl and GLO2 production reports to correct volumes. 

• Please do not update GLO3 report to include billed royalty, penalty or interest. This receivable has already 
been recorded. 

• For questions regarding this invoice, email us at glo123@glo.texas.gov. 

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently, 
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues. 

Detach and return with payment 

Reconci liation Billing 

BPX Operating Company 

Billing Date: 9/8/2021 

Billing Due Date: 10/8/2021 

Customer Number: C000046383 

Inv<>_ice ~~ [Minera_l Fi~e _ [ G_as_~oyalty ___ Oil_R~yalty 
22100009 MF113888 $1,122.93 $0.00 

Total Due $1,122.93 $0.00 

Amt. Paid 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 
- - - ~-~ -~~---[~~-
___ Pe_11a _ Interest __ Total Due 

$217.87 $93.81 $1,434.61 

$217.87 $93.81 $1,434.61 



Customor ID: C000046383 Category Gas 
Invoice Number: Auditor/AE: Acharlto 
GLO Ll'ase: MF113888 Bllling Oatl': 9/1/2021 
GLO Review: SPX OPERATING COMPANY P&I Calculation Date: 9/3012021 
Review Period: 201909-202008 Roy.:a lty Rate: 12.50% 

(11 (2) 13) (4) (5) (6) (7) (8) (9) .. ... .. ' c •. • : •·· -- . ' 1ru, . .. 

Nov-19 08-281881 3,995 1.00000000 0.720000 $ 1.00 $2 876.40 $359.55 S0.00 

Dec-19 08-281881 3,465 1.00000000 1,309713 1,003157 $4,552.48 S569.06 $0.00 

Jan-20 08-281881 817 1.00000000 0.290650 1.238$16 $294. 12 $36,77 SO.DO 

Feb-20 08-281881 1,059 1.00000000 0.460023 1.005344 $489.77 $61.22 S0.00 

Mar-20 08-281881 1 409 1.00000000 0.405453 1.005000 $574. 14 $71.77 SO.OD 

Anr-20 08-281881 492 1.00000000 0.247505 1.005733 $122.47 S15.31 $0.00 

Auo-20 08-281881 57 1.00000000 1.289127 1.006600 S73.97 $9,25 $0.00 
·"·= ::.P.-.;. .... ,1 I• c ... , ... , - ;._: ·-= ,,1, ,. .. ·· ·>t{ ~.1 11': . ; .. ,.,,,._,. , .. , ~ n:n., 

ATTN; Pully Burg 

E-MAIL: Pany.Burg@bpx.com 

COMMENTS: SALES VOLUMES REPORTED TO THE GLO WERE COMPARED TO VOLUMES REPORTED TO THE RRC. 

IT HAS BEEN DETERMINED THAT THE SALES VOLUMES HAVE BEEN UNDER PAID. 

COLUMN (3) RRC VOLUME· REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL 10# 08-28188 I 08-28901< 08-289015 08-289016 

COLUMN (5) PRICE - TAKEN FROM PRODUCTION ROYAL TY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (6) BTU . TAKEN FROM PRODUCTION ROYAL TY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (13)(14)(15) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT: 

hno·11y,.w,N alo texas oov1eacrav-busioess/oil-oas1cradlorm-.1oenaltv-ioterest-assessmeot-ru!es odf 

(10) ... 
$359.55 

$569,06 

$36.77 

$61 .22 

$71 .77 

S15.31 

$9.25 

l"l"ft'P!'l\f 

NOTE 1 PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYAL TY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE T HROUGH ACH DEBIT. SEND AN EMAIL TO occount.scrvices@9lo.texas.9ov 
NOTING YOUR COMPANY NAME, CUSTOMER ID. INVOICE NUMBER, REMITTANCE DATE AND AMOUNT OF PAYMENT. 

11 1) (12) 113) (1 4\ 115) . · , .. · , .-
624 5.75% $35.96 S32.00 S427.51 

593 5.75% $56,91 $47,87 S673.84 

564 5.75% $25.00 $2.93 $84.70 

533 5.75% $25,00 $4.57 $90.79 

503 5.75% $25.00 $5.02 S101.79 

472 5.75% $25.00 $1.00 $41.31 

350 5.75% S25.00 S0.42 $34.67 

mn:n m-n, rnrlll"l',ft 
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