


CONTENTS OF FILE NO. MF

72?^ ‘y5-

.. A S-^l-Z&i^
5L3_/ 

'Ss£. l^p-l0‘i’il1i^1'^30,}i&n>-h^smn^n^i 

'^HPlO‘i^^'f32,P^ ^-{k.

gey>4^[ LKH?''
L«» 'g‘'f^4^vf ^e^^■R[ fc n Ilf

Qi^i^fon Ord&r

KFVcg^ •Tt,3tg’ ^Sttr-face C^nnAty^^ Pmf 
5oQdr\^M.cA ^KVA o ^l(U/0c^[ 
2Sg<LbAF\CQ5gc^

-f^iMu-teli7L5,llZ{.6),im,ll24X,
\ IlZGlondglino^^  J

X '^<2<^V\V\J2_jJ

5\p><nin£iMfpA/ » f».5 l.'PPTfivij

l\, Q\\Ji5iDn Dni' 
jZ. kccoh^illi

?ff.HH01V60'SZ
__ Son iol3ll;>oaj 

xSeelxAV WW » 53 ‘ '

/7e>e.MhW<f^7o'^/.3P
[Kf/yxP^D
y^ m, ,'ck^ ’S&y ^iPf/vt/ihar K ‘Ti 7d’K "7

1. RAL Review Sheet_________
2. Lease ( )

3. Cover Letter, Bonus, and Fees

4. Final Letter_______________

Sc.Qnn'prl

tf zz :^ h-107^1
1^ 1^7''‘ - .1

MFO ~l'9c^(fib'o, 7if/_y7

fk^^rokatjk iv 50U£rei<in 
j^e 7iPG‘fDlS3'^8l, f\s5,'^n 
k ^cito-e^n -ho FefyA.ia.r\

10- fi^ree. 'k> ipnnminfije^



Contents of Mineral File Number: 

Sr-e. KM=
lenirtiv'vthm ftitU-V ll/H(2t+



Transactiln # 7622 

Lassor: J & M Raymond, L TO 

LB8S88: Petrohawk Prop., LP 

lfAIEIE~ 

County 
REEVES 

TDMIIIFEREI 

Pltnary T Bmt 

Boous/ Acre: 

Rantal/ Acre: 

Royalty: 

5 years 

~# 

07-109611 

$1 ,600.00 

$0.00 

1/4 

CII1PAJaONI 

MF# 
MF110021 

LBSS88 

Petro-Hunt, L.L.C. 

RAL REVIEW SHm 

GldJijst: 

LaaSB Date: 6/16/2012 II 

Gross Acras: 

Nat Acras: 

8888 Fill No Part sac. BD:k Twp 
151812 SW/4 & 18 54 04S 

NC/c.t 

TDMI RRII1MEJ8EJ 

Pltnary T arm 

Boous/Acra 

RantaVAcra 

Royalty 

5 years 

1/4 

Data Torm 
9/29/2008 3 years 

$1 ,600.00 

$0.00 

Boous/Ac. 
$450.00 

320 

106.667 

survay 
T & PRY CO 

RantaVAc. 
$1 .00 

Royalty 
1/4 

ConlnllltS: Paid Up 2nd, 3rd & 5th yr II 4th yr $1600.00 per ac. 

Apprmtl 1)K. I ·:2, • 12-

Monday, July 02, 2012 

Abst# 
5785 

llstanca 
LastlaaSB 



• . . . 
RELINQUISHMENT ACT LEASE APPLTCA TION - . . 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine. Chief Clerk 

DATE: 02-Jul-12 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter Director of Mineral Leas ing 

Tracey Throckmorton, Geoscience Manager 

Appl icant: Petrohawk Prop. , LP 

Prim. Term: 5 years Bonus/Acre 

County: 

$ 1,600.00 

$0.00 Royalty: 1/4 Rental/Acre 

Considerati on 

Reconunended: __ ~~~~-
Not Recommended: ------

Date: 7/ o ~It_;)-

2
0 1ents: Paid Up 2nd, 3rd & 5th yr II 4th yr $1600.00 per ac. 

Form 

Recommended: J2)1J Date: I I 0 r It ) 
Not Recommended: - ----
Comments: 

Louis Renaud , Deputy Commissioner 

Recommended: f?)l,/ 
Not Recommended: -----

Bill Warn ick, Genera l CF11sel 

Recommended: b,.,){tJ 
Not Recommended: ------

Date: 7 /K2 ft 7 -----'--1•.........._+, -<--..<..-

Date: 7/;ljl --;/ 
r~ 

Date: ------

REEVE 
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85 -DIOZ.D 
Notice of Confidentia lity Rights: If you are a natural person, you may remove or strike any of the fo llowing information f rom this instrument 
before it is file? for record in the public records: your social security number o r your driver's license number. 

General Land Office 
Relinquishment Ac t Lease Form 
Revised, September 1997 

~ustin, m:exas 

OIL AND GAS LEASE 

••• • • • •• 
• 

!. . 
• • •• 
•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

THIS AGREEMENT is made and entered into this 16th day of __ -.::.J.l!u!.!:ne,_ ____ . 2012, between the State of Texas. acting 

by and through its agent, VAUGHAN-MCELVAIN ENERGY. INC .. represented herein by Brenda Vaughan Boucher, President 

whose mailing address is POST OFFICE BOX 970 KENNETI SQUARE PENNSYLVANIA 19348 

sa1d agent herein referred to as the owner of the soil (whether one or more). and PETROHAWK PROPERTIES LP 

whose mailing address is --"'-6-"10~0"-"'S-"'0'-"U'-'T.!.H.!...!.Y,_,A.:.L>=E..!.A_,_,V,_,E:.!N-"U"'-'=E'-', S""U,_,_,IT""E"-""50~0,...,-'T'-'U""L"'S""'A-"•-'O~KC!'LA"'-"H.!.O"'-'-'MA"-'-...:.7.:::.4.!.1'"'36,__ _ _ hereinafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pa1d, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the so1l, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laymg 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: 

The SW/4 and the NE/4 of Section 18, Block 54, Township 4, Abstract 5785, T&P RR Co. Survey, Reeves County, Texas. containing 320.000 acres, 
more or less 

containing _ ___;3:..:2..,0"".0"'0..,0'----- acres, more or less. The bonus consideration paid for this lease is as follows: 

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

Dollars ($1 06,666.67) 

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

Dollars (51 06.666.67) 

Total bonus consideration: TWO HUNDRED THIRTEEN THOUSAND THREE HUNDRED THIRTY THREE DOLLARS AND 34/100 

Dollars ($213,333.34) 

The total bonus cons1deration pa1d represents a bonus of ONE THOUSAND SIX HUNDRED DOLLARS AND 00/100 

----------------- Dollars (51600.00) per acre. on 133.33333333 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 th1s 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 prem1ses on or before one (1) year from this date, this lease shall termmate, 
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 (wh1ch shall continue as the depository regardless of changes m 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 AUSTI N, 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 s1ght 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 th1s 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 product1on of oil and/or gas. Lessee agrees to pay or cause to be pa1d one-half (1/2) of the royalty 
proVIded for 1n th1s lease to the Commissioner of the General Land Office of the Slate of Texas, at Austin, Texas, and one-half (1 /2) of such royaHy to the 
owner of the soil 

(A) OIL. Royalty payable on oil, which IS defined as 1nclud1ng 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 equ1pment. as here10after prov1ded, 
shall be 1/4 part of the gross production or the market value thereof. at the option of the owner of the so11 or the Comm1ss1oner of the Genel'<ft • • : 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or pa1d for oil, condensate , diStillate, or other liqu1d • • 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run. or 2) the h1ghes1 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 bef<Jfi • 
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 f il • • • • 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means • • • • 
w1ll be recovered The reqUirement that such gas be run through a separator or other equ1pment may be wa1ved, 1n wnting , by the royalty owners up<n : • 
such terms and cond1t1ons as they prescr1be. • 

(B) NON PROCESSED GAS. Royalty on any gas (1ndud1ng flared gas), wh1ch is defined as all hydrocarbons and gaseous substances n$1. . •: • 
defined as oil 10 subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed 1n a plant far 
the extractiOn of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross produellon or the market value thereof. at ttr • • • 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market pnce pa1d or offered fer • • 
gas of comparable quality in the general area where produced and when run, or the gross pnce pa1d 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 time exceed 14.65 pounds per square 10ch absolute. 
and the standard base temperature shall be s1xty (60) degrees Fahrenheit, correction to be made for pressure accord10g to Boyle's Law. and for speofic 
grav1ty accord1ng to tests made by the Balance Method or by the most approved method of testing be1ng used by the 1ndustry at the hme of testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other llqu1d 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the opt1on of the owner 
of 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 attnbutable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee, wh1chever 1s the 
greater, of the total plant production of liqu1d 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 1ts parent, subsidiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accru1ng to a third party processing gas through such plant under a process10g 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified 1n process10g agreements or contracts 1n 
the 10dustry), whichever IS the greater. The respective royalties on res1due gas and on liquid hydrocarbons shall be determined by 1) the h1ghest market 
pnce pa1d or offered for any gas (or llqu1d hydrocarbons) of comparable quality 10 the general area, or 2) the gross pnce pa1d or offered for such res1due 
gas (or the we1ghted average gross selling price for the respective grades of liquid hydrocarbons), whichever IS the greater In no event. however. shall 
the royalties payable under lh1s paragraph be less than the royalt1es wh1ch would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liqu1d 
hydrocarbons) whether sa1d gas be ·casinghead," "dry," or any other gas, by fractionating. burning or any other process10g 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 h1ghest 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; wh1chever 1s the 
greater. 

5. MINIMUM ROYALTY. During any year after the exp~rallon of the primary term of this lease, if th1s lease is maintained by production, the 
royalties pa1d under this lease in no event shall be less than an amount equal to the total annual delay rental here1n provided; otherwise, there shall be 
due and payable on or before the last day of the month succeed1ng 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 th1s lease does not specify a delay rental amount, then for the purposes of th1s 
paragraph, the delay rental amount shall be one dollar (S1 .00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other prov1s1on in this lease. at any time or from time to lime. the owner of the so1l or the 
CommiSSioner of the General Land Office may, at the option of e1ther. 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 th1s lease be made in kind. The owner of the soil's or the CommiSSIOner of the General 
Land Office's right to take 1ts royalty in kind shall not d1m10ish or negate the owner of the soil's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations. whether express or implied, under th1s lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those pa1d 10 kiOd) shall be w1thout deduct1on for 
the cost of produc10g, gathering, storing, separating, treating, dehydrating, compressing , processing, transporting, and otherwise making the 011, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s lease's proport1onate share of any fuel 
used to process gas produced hereunder in any process10g plant Notwithstanding any other proVISion of th1s lease. and subject to the wntten consent of 
the owner of the so11 and the Commissioner of the General Land Office. Lessee may recycle gas for gas hft purposes on the leased prem1ses or for 
IOjectlon 1nto any oil or gas producing formation underly10g the leased premises after the liquid hydrocarbons contained in the gas have been removed ; 
no royalties shall be payable on the recycled gas until 1t IS produced and sold or used by Lessee 1n a manner which entitles the royalty owners to a 
royalty under th1s 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 follow1ng manner: 

Payment of royalty on production of oil and gas shall be as proVIded 1n the rules set forth in the Texas Register. Rules currently provide thai royalty on oil 
is due and must be rece1ved in the General Land Office on or before the 5th day of the second month succeed10g the month of production, and royalty 
on gas is due and must be rece1ved in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by Jhe affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and show1ng 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 rece1pts 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 product1on, dispos1tion and market value. In all cases the aulhonly 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 rem1ttance adVIce showing by the assigned General Land Office lease number the amount of royalty be10g pa1d on each lease If Lessee pays 
h1s royalty on or before th1rty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25 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 S25.00 whichever IS greater In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year. such interest will beg10 to accrue when the royalty IS sixty (60) days overdue 
Affidavits and support10g documents which are not filed when due shall 1ncur a penalty in an amount set by the General Land Office administrative rule 
wh1ch 1s effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all respons1b1hty for paying or caus1ng 
royalties to be pa1d as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the Stale's 
nght of forfeiture as provided by law nor act to postpone the date on which royaHies were originally due. The above penalty proVISions shall not apply 1n 
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 
w1th its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with cop1es of 
all contracts under which gas IS sold or processed and all subsequent agreements and amendments to such contracts w1th10 th1rty (30) days after 
entenng 10to or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held 1n confidence by the General Land Office unless otherw1se authonzed by Lessee. All other contracts and records pertainmg 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 p1pehnes shall at all times be subject to 10spect1on 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 wntten notice to the General Land Office shall include cop1es of Railroad Comm1ssion forms for application to drill. Cop1es of well tests, 
complet1on reports and plugg1ng reports shall be supplied to the General land Office at the time they are filed w1th the Texas Railroad CommiSSIOn All 
apphcat1ons, permits. reports or other filings that reference th1s lease or any specific well on the leased prem1ses and that are submitted to the Tel$!• • : 
Railroad Commission or any other governmental agency shallmdude the word ·state• in the title Additionally, m accordance with Ra1lroad CommiSSIOn • • 
rules. any s1gnage on the leased premises for the purpose of identifying wells, tank batteries or other assoCiated Improvements to the land must also • 
mclude the word ·state: lessee shall supply the General land Office w1th any records, memoranda. accounts. reports. cuttmgs and cores. or ott'p • 
mformatlon relative to the operat1on of the above-described premises. which may be requested by the General Land Office. m add1t1on to those her4 n • • • • 
expressly provided for. Lessee shall have an electncal and/or radioactiVIty survey made on the bore-hole section, from the base of the surface cas1ng to • • • • 
the total depth of well. of all wells dnlled on the above described premises and shall transm1t a true copy of the log of each survey on each well to t~~ : . 
General Land Office w1th1n fifteen (15) days after the makmg of sa1d survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports. documents or other matenals are not filed m the General Land Office wh~ • •: • 
due The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due Tn 
the General land Office. : • . • • 

• •• 
11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pnor 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 d1scovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause. th1s lease shall not term1nate if on or 
before the expiration of s1xty (60) days from date of completion of said dry hole or cessation of production lessee commences additional drilling or 
rework1ng 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 
pnmary term or withm s1xty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
lessee's nghts shall remam 1n full force and effect without further operations until the expiration of the primary term; and if lessee has not resumed 
production in paying quantities at the expiration of the primary term. lessee may maintain thiS lease by conducting additional drilling or reworkmg 
operatiOns pursuant to Paragraph 13, usmg the expiration of the pnmary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided here1n on or before the rental pay1ng 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 term1nate If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well1s located on the leased premises, payments may be made 1n accordance 
w1th the shut-in provis1ons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expira~on of the pnmary term. neither oil nor gas IS be1ng 
produced on sa1d land. but lessee IS then engaged 1n dnlhng or rework1ng operat1ons thereon. th1s lease shall rema1n in force so long as operations on 
sa1d well or for drilling or reworking of any additional wells are prosecuted 1n good faith and in workmanlike manner without Interruptions totaling more 
than s1xty (60) days dunng any one such operation. and if they result 1n the production of oil and/or gas, so long thereafter as oil and/or gas IS produced 
1n paymg quantities from sa1d land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as pro111ded 1n th1s lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term. production of oil or gas from the leased 
prem1ses. after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional dnlling or reworkmg 
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 
fa1th and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result 1n the product1on 
of oil or gas. the lease shall rema1n in full force and effect for so long as oil or gas is produced from the leased premises in paymg quanbt1es 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 dnlhng or rework1ng 
operations result in the completion of a well as a dry hole. the lease w1 11 not terminate if the lessee commences additional dnlling or reworkmg 
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 l essee continues dnlling or 
reworkmg operations in good faith and in a workmanlike manner w1thout mterruptions totaling more than sixty (60) days. Lessee shall g1ve wntten notice 
to the General Land Office w1thin th1rty (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 stale 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 bemg shut m. was be1ng 
ma1nta1ned 1n 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 facilit ies or lack of a suitable market, then Lessee may pay as a shut-m 011 or gas royalty an amount equal to 
double the annual rental provided 1n the lease, but not less than $1 ,200 a year for each well capable of produCing 011 or gas in paymg quant1t1es. 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 imtial 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 operat1on 1n accordance 
w1th the lease provis1ons; whichever date IS latest. Such payment shall be made one-half (112) to the Commissioner of the General land Office and one­
half (112) to the owner of the so11 If the shut-In oil or gas royalty Is pa1d, the lease shall be considered to be a producmg lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term. or from the first day of the month followmg the month 1n which 
production ceased. and. after that, 1f no suitable production facilities or su1table market for the 011 or gas ex1sts. lessee may extend the lease for four 
more success1ve penods or one (1) year by paymg the same amount each year on or before the exp1rabon of each shut-In year. 

15. COMPENSATORY ROYAL Tl ES. If, during the penod the lease is kept in effect by payment of the shut-In oil or gas royalty, oil or gas is 
sold and delivered in pay1ng quant1t1es from a well located w1th1n one thousand (1 ,000) feet of the leased prem1ses 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 caus1ng 
the dramage 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 (112) to the owner of the so1l, begmmng 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 m the 
same producing reservo1r and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, lessee shall pay an amount equal to the difference w1thin thirty (30) days from the end of the 
12-month period. Compensatory royalty payments wh1ch are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of th1s 
tease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as prov1ded m 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval. the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producmg oil or 
gas has been completed on the leased premises, Lessee shall exerdse 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 th1s lease is in force and effect two (2) years after the expiration date of the pnmary or extended term 11 shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producmg in paYing quantJIJes and 320 acres 
surroundmg each gas well capable of producing in paymg 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 dnlllng or rework1ng operations, or (2) the number of acres mduded 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 product1on 
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 authonty havmg jurisdiction If at any time after the effective date of the partial termmatJon pro111sions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to sa1d 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 mgress 
to and egress from the lands still subject to th1s lease for all purposes described in Paragraph 1 hereof. together with easements and nghts·of-way for 
ex1sling roads, existing pipelines and other existing faCilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands1. for 
access to and from the retamed lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 



(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term it shall 
further termmate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths1 in each well located on acreage retained 1n 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as speofied on page 1 hereof). If such amount is pa1d, this lease shall be 1n 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 011 or gas 1s produced m 
pay1ng 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 m the form of a • 

square w1th the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Witilofl • ... . . 
th1rty (30) days after part1al termination of this lease as provided herein, Lessee shall execute and record a release or releases contam1ng a satlsfactl!ify • • 
legal descnption of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed 1n 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 fa1ls or refUSii ! • 
to execute and record such release or releases within ninety (90) days after bemg requested to do so by the General Land Office, then the • 
Comm1ssioner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record su~h • 
mstrument at Lessee's expense in the county or count1es where the lease is located and in the offioal records of the General Land Office and suu • • • • 
des1gnation shall be bmdmg upon Lessee for all purposes. • 

•• • • • • 
17. OFFSET WELL S. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under th1s lease shall relieve Lessee of his obligatiOn • • 

to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, rece1ver or other agent m control of the leased 
prem1ses shall dnll as many wells as the fads may jUShf'y and shall use appropriate means and drill to a depth necessary to prevent undue dramage of 
011 and gas from the leased prem1ses. In addition, if oil and/or gas should be produced in commercial quantities within 1 ,000 feet of the leased prem1ses. 
or 1n any case where the leased premises is being dramed by product1on of oil or gas, the lessee, sublessee, rece1ver or other agent 1n control of the 
leased prem1ses shall in good faith beg1n the drilling of a well or wells upon the leased premises with1n 100 days after the drammg well or wells or the 
well or wells completed w11h1n 1 ,000 feet of the leased premises start produong in commeroal quantities and shall prosecute such dnlling w1th diligence 
Fa11ure to sat1sf'y the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfellure. Only upon the determination 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligat1on 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, nots, 
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 conductmg dnlling and rework1ng operations or from producing oil or gas from the leased 
premises However, nothing ln this paragraph shall suspend the payment of delay rentals in order to maintain lh1s lease in effect dunng the pnmary term 
m 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 t1tle to the leased premises. If the owner of the soil defaults 
1n payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by pay1ng 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 royalties due the owner of the so1l. 

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 pa1d to the owner of the soil shall 
be paid to him in the proportion wh1ch h1s interest bears to the entire undivided surface estate and the royalties and rental here1n provided to be pa1d 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 authonzed representative must submit to the CommiSSioner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under thiS lease and the actualmterest 
owned by the owner of the so1l. The Commissioner of the General Land Office shall be paid the value of the whole produd1on allocable to any undiVIded 
1nterest 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 (1116) of such gross produd1on. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is induded within the boundaries 
of a pooled umt 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 determmed on a per acre basis under the terms of this lease during the pnmary term shall be 
caloulated based upon the number of acres outside the boundanes of a pooled unit, or, if after the exp1ration of the pnmary term, the number of acres 
actually retained and covered by th1s lease. 

21. USE OF WATER. Lessee shall have the nght to use water produced on sa1d land necessary for operations under th1s lease except water 
from wells or tanks of the owner of the soil; proVIded. however. Lessee shall not use potable water or water suitable for livestock or 1mgation purposes 
for waterflood operat1ons 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 1ts operat1ons to all personal property, 
improvements. livestock and crops on sa1d land. 

23. PIPELINE DEPTH. 'Nhen 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 bam now on said prem1ses without 
the wntten 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, nvers and Impounded water shall be prevented by the use of contamment 
facilit1es suffioent to prevent spillage, seepage or ground water contam1nat1on. In the event of pollutiOn, Lessee shall use all means at its d1sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private propert1es Lessee shall build and 
maintain fences around 1ts slush, sump, and drainage pits and tank battenes 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 p1ts and cellars and completely dean up the dnlling s1te of all rubbish 
thereon. Lessee shall, wh1le condud1ng operations on the leased premises, keep said prem1ses 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 1ts onginal condition and contours as IS practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations m thiS paragraph, Lessee shall have the nght to remove machmery and fixtures placed 
by Lessee on the leased prem1ses, induding the nght to draw and remove casmg , within one hundred twenty (120) days after the exp1rabon or the 
termination of th1s lease unless the owner of the so1l grants Lessee an extension of th1s 120-day penod. However, Lessee may not remove casmg from 
any well capable of produong 011 and gas in paymg quantities. Additionally, Lessee may not draw and remove casing until after th1rty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the so11 shall become the owner of any mach1nery. 
fixtures. or casmg wh1ch 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 royaiUes w111 not enlarge the obligations of 
Lessee. diminish the nghts. privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impa1r 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, indudmg 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 d ischarge Lessee of all subsequent 



obligations under this lease. tf th1s 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 h1s share of the rental shall not affect 
th1s lease on the part of the land upon which pro rata rentals are timely pa1d or tendered; however, if the assignor or assignee does not file a certified 
copy of such ass1gnmentln the General Land Office before the next rental pay1ng date, the entire lease shall termmate for failure to pay the ent1re rental 
due under Paragraph 3. Every ass~gnee shall succeed to all rights and be subject to all obligations, liablh!Jes. and penalties owed to the State by the 
original lessee or any prior ass1gnee of the lease, including any liabilities to the State for unpa1d royalties. • • • • : 

•• 
(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). if the owner of the soil acqwes th1s lease In whole or in • 

part by assignment without the prior written approval of the Commissioner of the General Land Office. this lease 1s vo1d as of the time of assignment ar- • 
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 ~e • • • • 
ass1gnee is: • • • • 

(1) a nominee of the owner of the soil; • •: • 
(2) a corporation or subsidiary in wh1ch the owner of the soil is a pnncipal stockholder or IS an employee of such a corporation or subsidiary; • 
(3) a partnership 10 wh1ch the owner of the soil1s a partner or is an employee of such a partnership; • • 
(4) a principal stockholder or employee of the corporation wh1ch is the owner of the soil; • ••. • • 
(5) a partner or employee in a partnership which is the owner of the so1l, • 
(6) a fiduciary for the owner of the soil: including but not limited to a guard1an, trustee, executor, administrator, receiver, or conservator for thQ •. • • 
owner of the so11. or • • • 
(7) a fam1ly member of the owner of the soil or related to the owner of the soil by marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or port1ons. and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered , the 
delay rental due under th1s lease shall be reduced by the proportion that the surrendered acreage bears to the acreage wh1ch was covered by this lease 
1mmed1ately prior to such surrender: however, such release w1ll not relieve Lessee of any liabilities which may have accrued under th1s lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of th1s lease is ass1gned or released, such ass1gnment or release must be 
recorded 1n the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county 1n wh1ch the instrument is recorded, must be filed in the General Land Office within 90 days of the last execut1on date accompan1ed by the 
prescr1bed fihng fee. If any such assignment is not so filed, the nghts 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-descnbed land have been mcluded m th1s 1nstrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the part1es 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 10 

the leased prem1ses When the Interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
1nterests before h1s 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 dnll any 
offset well or wells in good fa1th as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or 1f Lessee 
should fail to file reports in the manner required by taw or fail to comply with rules and regulations promulgated by the General Land Office. the School 
Land Board , or the Ra1lroad Comm1ssion. or 1f Lessee should refuse the proper authonty access to the records pertaining to operations. or 1f Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority. or know1ngly fail or refuse to furnish the General 
Land Office a correct log of any well. or i f 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 aga1n be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any speCial limitation aris1ng hereunder. Forfeitures may be set as1de and this lease and all nghts thereunder 
remstated before the nghts 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 th1s lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
th1s lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen. an 
express contractual lien on and security interest 1n all leased minerals 1n and extracted from the leased prem1ses. all proceeds wh1ch 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 prem1ses used in connection with the production or processing of such leased m1nerals 1n order to secure the payment of all royalbes 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. Th1s lien and secunty interest may be foreclosed with or w1thout court proceedings 10 

the manner proVIded in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may reqwe Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect th1s lien. Lessee hereby represents that there 
are no prior or supenor 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 forfe1ted as proVIded 
herein. 

34. POOLING. Lessee is hereby granted the nght to pool or umtlze the royalty interest of the owner of the soil under this lease w1th any other 
leasehold or mmeralmterest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under th1s lease 
pursuant to Texas Natural Resources Code 52.151 -52.154. The owner of the soil agrees that the 1nclus1on of this prov1s1on 10 lh1s lease sausfies the 
execution reqwements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the so11. 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 act1on 
of every nature, or other harm. including environmental harm, for which recovery of damages is sought, including, but not hm1ted 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 th1s 
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 , the1r officers. employees and agents, their successors or ass1gns. against any 
and all cla1ms. liabilities, losses, damages. actions. personal injury (Including death). costs and expenses. or other harm for which recovery of damages 
1s sought, under any theory including tort. contract, or strict liability. indudmg attorneys' fees and other legal expenses, 1ndud1ng those related to 
enwonmental hazards. on the leased prem1ses or 1n any way related to Lessee's fa1lure to comply w1th any and all enwonmental laws. those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased prem1ses: those ansmg from Lessee's use of the 
surface of the leased premises: and those that may arise out of or be occas1oned by Lessee's breach of any of the terms or proVIsions of th1s Agreement 
or any other act or om1ssion of Lessee. its directors. officers. employees, partners. agents. contractors. subcontractors. guests, inVItees. and the1r 
respective successors and assigns. Each assignee of this Agreement. or an interest therein, agrees to be liable for, exonerate. 1ndemmfy, 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 w1th 
the activities of Lessee. its officers. employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 



.. . ' · 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contammatlon or 
pollution of any environmental medium, including soil, surface waters, groundwater. sediments. and surface or subsurface strata, amb1ent a1r or any 
other enwonmental med1um in, 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 asbestos containing materials, explosives, tox1c materials. or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term "Hazardous Substance· IS defined in the Comprehensive Enwonmental Response, Compensation and L1ab1lity Act 
(CERCLA). 42 U.S.C. SectiOns 9601 , et seq.), or toxic substances under any federal, state. or local law or regulation ("Hazardous Matenals1. exo!~• • : 
ordmary products commonly used 1n connection with oil and gas explorabon and development operations and stored m the usual manner and quant1t1es. • • 
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 AGAJNi'i • 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COU4T • • • • 
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 ~:. 

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 dR •• :. 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONS'E 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATE~ • • • 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THI'S •• 
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. Th1s lease IS issued under the provisions of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto, and if any prOVISIOn 1n this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease prov•s•ons. 

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 
1n the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of th1s lease have been satisfied, the effect1ve date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Bus1ness and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in wh•ch all or any part of the leased premises is located, and certified copies thereof must be fi led in the General Land 
Office. Th1s lease is not effective unt1l a certified copy of this lease (which Is made and cert1fied by the County Clerk from his records) IS filed 1n the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless 11 
reates the actual and true consideration paid or prom1sed for execut1on of this lease. The bonus due the State and the prescr1bed 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 (2"") and 
th1rd (3'") years of the pnmary term hereof. Lessee or its ass1gns shall have the right to keep th1s lease 1n force and effect for the fourth (4") and fifth (5") 
years of the pnmary term proVIded for herein by tendering a payment of one thousand six hundred dollars ($1600.00) per net acre, such payment to be 
dMded equally between the State of Texas and the owner of the so11 and made prior to June 16, 2015, as to any acreage covered hereby and not 
otherw1se being ma•ntained by any other provision herein at such t1me. 

41 . If, at the expiration of the primary term, this lease Is bemg maintained in force under any provision of the lease, or W1lh1n 180 days pnor to 
the exp1ration 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 dnlling program w1thm 
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 
fall to begm the continuous dnlling program or subsequently default in the performance thereof, then in either event, this lease shall termmate as to all 
lands covered hereby, save and except for the proration unit surround1ng each well then producing, capable of produang or upon wh1ch operations are 
be1ng conducted, lim1ted, 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, 1i) the term ·proration umt• 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 jurisdiCbon) or any unit formed by pooling as proVIded 1n lh1s lease or otherw1se, 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 1n1t1al 
potential test report •s filed with the commiss1on, i f a productJVe well, or the date the plugg1ng report IS filed w1th the commiSSion, 1f a dry hole, 1n e1ther 
event no later than 60 days after the drilling rig has been released. Notwithstanding the part1altermmat1on of this lease, Lessee shall continue to have 
the rights of ingress and egress across all of the leased prem1ses to and from lands that rema1n subJect to this lease, or lands pooled therewith. for the 
purposes described m paragraph 1 hereof, together with easements and nghts of way for roads, pipelines, nowhnes and other faalit•es 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 dnll any well or wells reqwed or permitted by th1s lease shall 
be the termination or part1al termination of Lessee's rights under the lease as prov1ded above 

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



. ' 

STATE OF TEXAS 

VAUGHAN-MCELVAIN ENERGY, INC. 

Pres1dent and as Agent for the State of Texas 

Date Lr h 7 /1 ~ 
I 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

By: P-H Energy. LLC, Its General Partner 

Date: _]-4-L/'_<J..J....:....( ...::z._::....o....;.(_L=---

(CORPORATION ACKNOWLEDGMENn 

... . • • •• 
• 

l
• • 
• • •• ..... 
• .,. .. 
• 

• • ...... 
• 
•• • .. . ~ 

• •• 

BEFORE ME, the undersigned authority, on this day personally appeared ,.,Jo"-'h!!.n:...;W,_,_,_. W=a""ls,.,h ________________ _ 

known to me to be the person whose name is subscribed to the foregoing instruments as :...:A,.tto, m.:..=ev._-.:.:.in'-'-F'-'a""c"-t --------------­

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 act and deed of sa1d limited partnership. 

Given under my hand and seal of office this the __ ~_._ _____ . 

STATE oF eO~~ lt'OJlL 
COUNTY OF '- J (i(J ~±Lt_ 

--t\_c \) fY\ [ c01.p&~ 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority. on th1s day personally appeared Brenda Vaughan Boucher known to me to be the person whose 

name is subscribed to the foregoing instruments as President of VAUGHAN-MCELVAIN ENERGY, INC. and acknowledged to me that she executed the 

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

G1ven under my hand and seal of office this the __ _,.h'->-J...__tl ___ . 
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Notice of Confidentia lity 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. 

General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin , mexas 

OIL AND GAS LEASE 

••• • • • •• 
• 

•• • • • • • • • 
•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

THIS AGREEMENT is made and entered into this 16th day of __ __,J-=u'-'ne"-----· 2012, between the State of Texas, acting 

by and through 1ts agent, J & M RAYMOND, L TO., represented herem by James M. Raymond, President of Raymond & Sons, LLC, General Partner 

whose mailing address IS POST OFFICE BOX 291445 KERRVILLE TEXAS 78029 

sa1d agent herem referred to as the owner of the soil (whether one or more), and, ______ ..!.P....!ET:...!..!R.!!O~H!...!!;)A~W!.!K.!..!..P.!.:R~O~P....!E~R~T.!..I!.!,E,.,S~Lo!:.P _______ _ 

whose mailing address IS _ __,6~1""0""0-"S""O'""U"-'T'-'-H'-Y_,_,A_,_,L,.E""'A'""V.:..E""N'-'-U=E,...,S...,U...,Ic.:..TE......,.S""OO,....__,T""U'""L""S""A"-. ""O"-'K""'LA'""H'-'-O=MA~.:....7 4:!..1'-"3""6 __ _ here1nafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pa1d, kept and 
performed by Lessee under th1s 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 producmg 011 and gas, lay1ng p1pe lines, bulldmg tanks, stonng 011 and building power 
stations, telephone lmes and other structures thereon, to produce, save, take care of, treat and transport sa1d products of the lease, the following lands 
situated in REEVES County, State of Texas, to-w1t· 

The SW/4 and the NE/4 of Section 18, Block 54, Township 4, Abstract 5785, T&P RR Co. Survey, Reeves County, Texas, containmg 320.000 acres, 
more or less 

conta ining __ ..::3.=.20""."'0..::0.=.0 ___ acres, more or less. The bonus cons1derat1on pa1d for thiS lease 1s as follows 

To the State of Texas: EIGHTY FIVE THOUSAND THREE HUNDRED THIRTY THREE DOLLARS AND 34/ 100 

Dollars (S85.333 34) 

To the owner of the soil. EIGHTY FIVE THOUSAND THREE HUNDRED THIRTY THREE DOLLARS AND 33/100 

Dollars ($85.333.33) 

Total bonus consideration: ONE HUNDRED SEVENTY THOUSAND SIX HUNDRED SIXTY SIX DOLLARS AND 67/100 

Dollars ($170,666.67) 

The total bonus consideration pa1d represents a bonus of ONE THOUSAND SIX HUNDRED DOLLARS AND 00/100 

---------------- Dollars (S1600.00l per acre, on 106.66666667 net acres 

2. TERM. Subject to the other proviSIOns in this lease, th1s lease shall be for a term of FIVE years 
from th1s date (herem called "primary term") and as long thereafter as oil and gas, or either of them, is produced 1n paymg quant1t1es from sa1d land As 
used m th1s lease, the term "produced in paymg quant1t1es" means that the rece1pts from the sale or other authonzed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the SIX months last past. 

3. DELAY RENTALS. If no well 1s commenced on the leased prem1ses on or before one (1) year from th1s date, th1s lease shall term mate, 
unless on or before such ann1versary date Lessee shall pay or tender to the owner of the so11 or to h1s credit 1n the __ _ 

---:::----------:~:-:---:--::-----~~ Bank, at PAY DIRECTLY TO OWNER OF THE SOIL 
or its successors (which shall contmue as the depository regardless of changes m the ownership of said land), the amount specified below; 10 add1t1on, 
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 sa1d date. Payments under this paragraph shall operate as a rental and shall cover the privilege of defernng the commencement of a well for 
one (1 ) year from sa1d date. Payments under this paragraph shall be 1n the following amounts. 

To the owner of the so1l. - -------------------------------
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 success1ve penods of one (1) 
year each during the pnmary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of th1s lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or 1ts successor bank) should 
cease to exist, suspend business, liquidate, fa il or be succeeded by another bank, or for any reason fa1l 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 ROYAL TIES. Upon production of 011 and/or gas. Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
prov1ded 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 mcludmg all hydrocarbons produced in a liqUid form at the mouth of the well and also as 
all condensate, distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equ1pment. as hereinafter prov1ded, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the so1l or the CommiSSioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus prem1um. 1f any, offered or paid for 011. 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 pnce thereof offered or 
pa1d 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 Qr.IQre • 
any gas produced from the leased prem1ses is sold, used or processed m a plant, it w111 be run free of cost to the royalty owners through an adequate dl~ : 

and gas separator of conventional type, or other equipment at least as efficient so that allliqu1d hydrocarbons recoverable from the gas by such meal'\," 
w111 be recovered The requ~remenllhat such gas be run through a separator or other equipment may be wa1ved, m wntmg, by the royalty owners u.oon. 
such terms and conditions as they prescribe 2 • • 

• •• 
(B) NON PROCESSED GAS. Royalty on any gas (includmg flared gas), which 1s defined as all hydrocarbons and gaseous substances :at • 

defined as 011 m subparagraph (A) above. produced from any well on sa1d land (except as prov1ded herem w1th respect to gas processed in a pla·n, , or 
the extract1on 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 so11 or the Commissioner of the General Land Office, such value to be based on the h1ghest market pnce pa1d or offerl~ Jar:. 
gas of comparable quality m the general area where produced and when run . or the gross price pa1d or offered to the producer. whichever IS the gr~ater , 
prov1ded that the max1mum pressure base in measunng the gas under th1s lease shall not at any time exceed 14.65 pounds per square mch ab~~e.• • 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correct1on to be made tor pressure according to Boyle's Law, and for sJ!ec1fft:.# 
grav1ty according to tests made by the Balance Method or by the most approved method of testing being used by the 1ndustry at the t1me of testing 

(C) PROCESSED GAS. Royalty on any gas processed m a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4 part of the res1due gas and the liqUid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the CommiSSioner of the General Land Office. All royalties due herem shall be based on one hundred percent (100%) of the total plant 
production of res1due gas attributable to gas produced from th1s lease, and on fifty percent (50%), or that percent accrumg to Lessee, wh1chever 1s the 
greater, of the total plant production of liqu1d 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, subs1d1ary or affiliate) owns an mterest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accrumg to a third party processing gas through such plant under a processmg 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processmg agreements or contracts in 
the mdustry). whichever IS the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determmed by 1) the highest market 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable quality 1n the general area, or 2) the gross pnce pa1d or offered for such res1due 
gas (or the we1ghted average gross selling price for the respect1ve grades of liquid hydrocarbons). whichever is the greater. In no event, however. shall 
the royalties payable under this paragraph be less than the royalt1es wh1ch would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liqUid 
hydrocarbons) whether said gas be ·casinghead," "dry." or any other gas, by fractionatmg, burning or any other processmg shall be 1/4 part of 
the gross production of such products. or the market value thereof, at the opt1on of the owner of the soil or the CommiSSioner of the General Land Office. 
such market value to be determ1ned as follows: 1) on the bas1s of the highest market price of each product for the same month in which such product 1s 
produced. or 2) on the basis of the average gross sale pnce of each product for the same month in wh1ch such products are produced; whichever 1s the 
greater 

5. MINIMUM ROYALTY. Dunng any year after the expiration of the primary term of this lease. if th1s lease IS mamtamed by production, the 
royaltieS pa1d under th1s lease 1n no event shall be less than an amount equal to the total annual delay rental herem provided; otherwise. there shall be 
due and payable on or before the last day of the month succeeding the ann1versary date of this lease a sum equal to the total annual rental less the 
amount of royalties pa1d dunng the preceding year. If Paragraph 3 of th1s lease does not specify a delay rental amount. then for the purposes of th1s 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre 

6. ROYALTY IN KIND. Notwithstanding any other prov1s1on 1n th1s 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 e1ther, upon not less than sixty (60) days notice to the holder of the lease, requ1re that the 
payment of any royalties accrumg to such royalty owner under lh1s lease be made in kmd. The owner of the soil's or the CommiSSioner of the General 
Land Office's right to take its royalty in kind shall not dimin1sh 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 th1s lease. 

7. NO DEDUCTIONS. Lessee agrees that all roya1t1es accru1ng under this lease (including those pa1d m k1nd) shall be w1thout deduction for 
the cost of producmg, gathering. stonng, separating, treatmg, dehydratmg, compressing, processing, transporting , and otherwise makmg the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value rece1ved, 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 m any processmg plant. Notwithstanding any other provision of this lease, and subject to the wntten consent of 
the owner of the so1l 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 011 or gas producing formation underlymg the leased prem1ses after the liquid hydrocarbons conta1ned m the gas have been removed; 
no royalt1es 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 th1s lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken 1n k1nd shall be paid to the Commiss1oner of the General Land Office at 
Austin, Texas, m the following manner: 

Payment of royalty on production of oil and gas shall be as provided 1n the rules set forth in the Texas Register. Rules currently prov1de that royalty on 011 
1s due and must be rece1ved in the General Land Office on or before the 5th day of the second month succeedmg 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 succeedmg the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescnbed by the General Land Office 
and showing the gross amount and disposit ion of ali oil and gas produced and the market value of the oil and gas. together w1th a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter read1ngs , 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 
h1s 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 wh1ch is over thirty (30) days tate shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In add1t1on 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such 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 pay1ng or causmg 
royalties to be paid as prescribed by the due date provided herem. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act io postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of ti tle 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 1ts best possible estimate of oil and gas reserves underlying this tease or allocable to this lease and shall furn1sh sa1d 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 
entenng 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 otherw1se authorized by Lessee. All other contracts and records pertainmg to the production, 
transportation, sale and marketing of the oil and gas produced on sa1d premises, mcluding 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 Comm1ssioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 



(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on th1s lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date. workover, re-entry, lemporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include cop1es of Railroad Commission forms for applicallon to drill. Cop1es of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are fi led with the Texas Railroad CommiSSIOn. All 
applications, perm1ts, reports or other fi lings that reference this lease or any spec1fic well on the leased prem1ses 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 w1th Railroad Comm1ss1on 
rules, any sign age 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, cuttmgs and cores, or other 
information relative to the operat1on of the above-descr1bed premises, which may be requested by the General Land Office, in addit1on to those ~~ra.n ! 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole sect1on, from the base of the surface casmg tJ • 
the tolal deplh of well , of all wells drilled on the above described premises and shall transm1t a true copy of the log of each survey on each well to ute 
General Land Office withm fifteen (15) days after the making of said survey. 1• • • • 

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

due. The penalty for late filing shall be set by the General Land Office administrative rule which 1s effective on the date when the materials were &M~n 
the General Land Office. • 

• • •••••• 
11 . DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and prior to discovel"y and 

production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the pnmary term hereof and after the d1scovet1 inc! • 
actual production of oil or gas from the leased prem1ses such product1on thereof should cease from any cause, this lease shall not terminate 1t'"on t>P 
before the expiration of sixty (60) days from date of completion of sa1d dry hole or cessation of production Lessee commences additional dnlling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, dunng the last year of the 
primary lerm or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the product1on of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect w1thout further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dnlling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should I he first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual renlal in the same manner as provided herein on or before the rental paying date followmg 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, th1s 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 
w1th the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT E.XPIRA TION OF PRIMARY TERM. If, at the expiration of the pnmary term, ne1lher oil nor gas is bemg 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remam in force so long as operations on 
sa1d well or for drilling or reworking of any additional wells are prosecuted in good fa1th and in workmanlike manner without interruptions totaling more 
than sixty (60) days dunng 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 1n 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 if Lessee commences additional dnlhng or reworkmg 
operations within sixty (60) days after such cessation, and th1s lease shall remain in full force and effect for so long as such operations continue in good 
fa ith and in workmanlike manner without Interruptions totaling more than s1xty (60) days. If such drilling or reworkmg operations result 1n the production 
of oil or gas, the lease shall remam 1n 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 reworkmg 
operations result m the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworkmg 
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 m a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
havmg junsdiction 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 bemg 
maintained in force and effect, a well capable of producing oil or gas in paymg quantities IS located on the leased premises. but oil or gas is not bemg 
produced for lack of suitable production facilities or lack of a su1table 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 imlial shut-in 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 oil or gas from the leased prem1ses, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease prov1s1ons; 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 facil ilies 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 ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-In oil or gas royalty, 011 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 nght 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 (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginmng 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-monlh 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. Notwithstand ing 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 junsdiction. 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 th1s 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 II shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage reta1ned 10 

Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be '" 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 10 

paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retamed hereunder as to each well shall, as nearly as practical, be 10 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. Withm 
th1rty (30) days after partial termination of th1s lease as provided herem, Lessee shall execute and record a release or releases containmg a satisfactoiiY ! 
legal descnplion of the acreage and/or depths not retained hereunder. The recorded release. or a certified copy of same, shall be filed in the Generar • 
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 nmety (90) days after being requested to do so by the General Land Office. thd1• the• • 
Commissioner at his sole d1scretion may designate by written instrument the acreage and/or depths to be released hereunder and record' sue-r,• 
mstrument 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 s~· • 
des1gnation shall be bmdmg upon Lessee for all purposes. •• • • 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid, or to be pa1d, under this lease shall relieve Lessee of h1s obllh~. 
to protect the 011 and gas under the above-described land from bemg dramed. Lessee. sublessee. rece1ver or other agent 10 control of the l~ased 
prem1ses shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drain~~~ ot' • 
011 and gas from the leased premises. In addition, if oil and/or gas should be produced m commercial quantities w1thm 1,000 feet of the leased prer'lise\~ 
or m any case where the leased premises IS being drained by production of oil or gas, the Lessee, sublessee, rece1ver or other agent m control of the 
leased premises shall in good faith begm the drilling of a well or wells upon the leased premises w1thin 100 days after the drammg well or wells or the 
well or wells completed withm 1,000 feet of the leased prem1ses start producmg m commercial quantities and shall prosecute such drilling w1th diligence. 
Failure to satisfy the statutory offset obligation may subject th1s lease and the owner of the soil's agency rights to forfe1ture Only upon the determmatlon 
of the Commissioner of the General Land Office and with h1s wntten 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 w1th any express or 1mplied covenant of th1s lease. 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased prem1ses by reason of war. rebellion. nots, 
strikes. acts of God, or any valid order. rule or regulation of government authonty, then while so prevented, Lessee's obligation to comply w1th such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, additionally, th1s lease shall be 
extended while Lessee is prevented. by any such cause. from conducting dnlling and reworking operations or from producmg oil or gas from the leased 
prem1ses. However. nothmg in th1s paragraph shall suspend the payment of delay rentals m order to ma1ntain th1s lease 1n effect dunng the pnmary term 
in the absence of such drilling or reworking operations or production of 011 or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend t1tle to the leased prem1ses. If the owner of the so11 defaults 
1n payments owed on the leased premises, then Lessee may redeem the rights of the owner of the SOil in the leased prem1ses by pay1ng any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under th1s 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 10 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 pa1d to h1m in the proportion which his interest bears to the entire undiv ided surface estate and the royalt1es and rental herein prov1ded to be paid to 
the CommiSSioner of the General Land Office of the State of Texas shall be likew1se proportionately reduced. However, before Lessee adJusts the 
royalty or rental due to the Comm1ssioner 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 actualmterest 
owned by the owner of the so11. The Commissioner of the General Land Office shall be paid the value of the whole product1on allocable to any und1v1ded 
mterest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However. in no event shall 
the CommiSSioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term. a port1on of the land covered by this lease is included w1thm the boundanes 
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 Sect1ons 
52.151-52.154, or 1f. at any time after the expiration of the pnmary 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 dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or, if after the expiration of the primary term. the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operat1ons under th1s lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or 1rngation purposes 
for waterflood operations w1thout the pnor consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
improvements. livestock and crops on 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 th1s area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollut1on. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways. rivers and impounded water shall be prevented by the use of containment 
facil ities sufficient to prevent spillage, seepage or ground water contammation. 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 p1ts and tank batteries so as to protect livestock against loss. damage or 1njury; and upon 
completion or abandonment of any well or wells, Lessee shall till and level all slush pits and cellars and completely clean up the drilling s1te 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 th1s 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 exp~ration or the 
termination of th1s lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days 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 machmery, 
fixtures, or casmg 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 e1ther 
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 div1sion 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 origmal 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 



ob1•gatlons under this lease. If this lease is assigned in 1ts 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 fa1lure by one or more of them to pay h1s share of the rental shall not affect 
th1s lease on the part of the land upon which pro rata rentals are timely pa1d or tendered; however, if the ass1gnor or ass1gnee does not file a certified 
copy of such ass1gnment in the General Land Office before the next rental pay1ng date. the entire lease shall termmate for fa1lure to pay the ent1re rental 
due under Paragraph 3 Every ass1gnee shall succeed to all rights and be subject to all obligations, liabilities. and penalties owed to the State by the 
ong1nallessee or any pnor assignee of the lease, 1ndudmg any liab1hties to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision 1n Paragraph 27(a). if the owner of the soil acqu1res th1s lease 1n whole or 1n 
part by assignment without the pnor wntten approval of the CommiSSioner of the General Land Office, thiS lease is vo1d as of the t1me of ass1gnmegt..~nd • 
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 t~ : 

~~~ . 
(1) a nommee of the owner of the soil; • • 
(2) a corporation or subs1d1ary in wh1ch the owner of the soil 1s a pnnc1pal stockholder or IS an employee of such a corporallon or subs1d 1~.• • • •• (3) a partnership 10 which the owner of the soil is a partner or IS an employee of such a partnership; • • •. 
(4) a pnnc1pal stockholder or employee of the corporation wh1ch is the owner of the so1l, • 
(5) a partner or employee 1n a partnership which is the owner of the so1l, • • • • 
(6) a fiduaary for the owner of the soil; Including but not 11m1ted to a guardian. trustee. executor. administrator. rece1ver. or conservator for the• 
owner of the soli. or : • • •: • 
(7) a family member of the owner of the soil or related to the owner of the so11 by marnage, blood, or adopt1on • 

•• • • • • 
28. RELEASES. Under the conditions contained 1n th1s paragraph and Paragraph 29, Lessee may at any t1me execute and deliver~ th~· 

owner of the soil and place of record a release or releases covenng any port1on or portions of the leased premises. and thereby surrender thiS lease as 
to such port1on or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any part of thiS lease IS property surrendered. the 
delay rental due under th1s lease shall be reduced by the proportiOn that the surrendered acreage bears to the acreage which was covered by thiS lease 
immediately prior to such surrender: however, such release w111 not relieve Lessee of any liabilities wh1ch may have accrued under th1s lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of thiS lease is ass1gned or released, such ass1gnment or release must be 
recorded 1n the county where the land is situated, and the recorded instrument. or a copy of the recorded Instrument certified by the County Clerk of the 
county in which the Instrument is recorded, must be filed in the General Land Office w1thm 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such assignment is not so filed , the nghts acqu1red under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaming to the lease of the above-<lescnbed land have been mcluded 10 th1s mstrument. 
mdudmg the statement of the true consideration to be pa1d for the execution of th1s lease and the nghts and dut1es of the part1es Any collateral 
agreements concermng the development of oil and gas from the leased prem1ses wh1ch are not contained in this lease render th1s lease mvahd. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduaary duty and must fully disdose any facts affectmg the Slate's Interest 10 

the leased premises When the interests of the owner of the so11 confi1ct 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 w1thin thirty days after 1l becomes due. or if Lessee or an 
authonzed agent should knowmgly make any false return or false report concerning product1on or dnlling, or 1f Lessee shall fall or refuse to dnll any 
offset well or wells 10 good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fa11 to file reports 10 the manner requ1red by law or fall to comply with rules and regulations promulgated by the General Land Office. the School 
Land Board. or the Railroad Comm•ssion, or 1f Lessee should refuse the proper authonty access to the records perta1mng to operations. or 1f Lessee or 
an authonzed agent should knowmgly fail or refuse to g1ve correct 1nforma11on to the proper authonty, or knowmgly fall or refuse to fum1sh the General 
Land Office a correct log of any well. or 1f Lessee shall knowmgly VIOlate any of the matenal provis1ons of th1s lease, or if th1s lease is ass1gned and the 
ass1gnment IS not filed in the General Land Office as required by law. the rights acquired under th•s lease shall be subJect to forfe1ture by the 
CommiSSioner. and he shall forfeit same when sufficiently mformed of the facts which authorize a forfeiture, and when forfeited the area shall agam be 
subject to lease under the terms of the Relinquishment Act. However, nothing herem shall be construed as wa1vmg the automatic term1nauon of this 
lease by operation of law or by reason of any special limitation arismg hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance w1th 
the prov1sions 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 hen upon all 011 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 th iS lease. By acceptance of 
thiS lease, Lessee grants the State. 1n addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual hen on and security interest in all leased mmerals in and extracted from the leased prem1ses, all proceeds which may accrue to 
Lessee from the sale of such leased mmerals. whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased prem1ses used in connection with the production or processmg of such leased minerals 1n 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 cond1t1on of th1s lease. whether express or implied. Th•s lien and secunty interest may be foredosed w1th or Without court proceedmgs 10 

the manner provided 1n the Title 1, Chap 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect th1s hen Lessee hereby represents that there 
are no prior or supenor hens ansmg from and relatmg to Lessee's act1V1t1es upon the above-described property or from Lessee's acquiSitiOn of thiS lease 
Should the CommiSSIOner at any time determme that th1s representation IS not true. then the Commissioner may ded are th1s lease forfeited as prov1ded 
herem 

34. POOLING. Lessee is hereby granted the nght to pool or umllze the royalty interest of the owner of the sod under th1s lease With any other 
leasehold or mmeral 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 mterest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the indusion of th1s proviSIOn in th1s lease satisfies the 
execution requirements stated 1n Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the so1l, their officers, employees, partners, 
agents. contractors. subcontractors, guests. invitees, and their respective successors and assigns. of and from all and any act1ons and causes of act1on 
of every nature, or other harm, including enwonmental harm, for wh1ch recovery of damages is sought. 1nclud1ng, but not hm1ted to, all losses and 
expenses wh1ch are caused by the activities of Lessee, its officers. employees, and agents arising out of, incidental to, or resulting from, the operat1ons 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occas1oned 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 daims, 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, induding attorneys' fees and other legal expenses, induding 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 prov1ded above 10 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 ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY). WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 



. , . 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil , surface waters, groundwater, sediments. and surface or subsurface strata, amb1ent a1r or any 
other environmental medium in, on. or under, the leased premises. by any waste, pollutant. or contaminant. Lessee shall not bnng or permit to remam on 
the leased prem1ses any asbestos containing materials, exptos1ves, toxic materials, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quant1t1es. 
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 AGJ\I~ST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND C6U~ ! 
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 0~ 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND W.tfliR• • 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR Al10U,... 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS ~f.:· • 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPd~~f: 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELt 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF ~ii.l~:. 
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 OBLIGA~~s· • 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. • • • 

37. APPLICABLE LAW. Th1s lease is issued under the proviSions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto, and if any provis1on in th1s lease does not conform to these 
statutes, the statutes w1ll prevail over any nonconforming lease prov1sions. 

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code, this lease must be filed of record in the office of the 
County Clerk 1n any county m which all or any part of the leased prem1ses 1s located, and certified copies thereof must be filed m the General Land 
Office. This lease is not effective until a certified copy of th1s lease (which 1s made and certified by the County Clerk from hiS records) is filed m the 
General Land Office m accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be bmdmg upon the State unless 1t 
rec1tes the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnbed 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 (2"") and 
third (3"') years of the primary term hereof. Lessee or its ass1gns shall have the right to keep this lease in force and effect for the fourth (4111

) and fifth (5111
) 

years of the pnmary term provided for herem by tendering a payment of one thousand six hundred dollars ($1600.00) per net acre, such payment to be 
divided equally between the State of Texas and the owner of the so1l and made prior to June 16, 2015, as to any acreage covered hereby and not 
o therwise be1ng mamtamed by any other provision herem at such t1me. 

41 . If, at the expiration of the primary term. th1s lease is bemg mamtained in force under any provis1on of the lease, or w1thm 180 days pnor to 
the expiration of the primary term Lessee has completed a well as a dry hole or commenced a well on the leased prem1ses or lands pooled therewith, or 
Lessee is then engaged in operations on the leased prem1ses or lands pooled therewith, Lessee agrees to begin a continuous drilling program w1thm 
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 dnlhng 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 succeedmg well. Should Lessee 
fail to begm the continuous drilling program or subsequently default 1n the performance thereof, then in either event, th1s lease shall terminate as to all 
lands covered hereby, save and except for the prorat1on un1t surrounding each well then producing, capable of producing or upon wh1ch operations are 
be1ng 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 th1s 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 th1s lease or otherwise, iii) the terms 
·commenced" and ·commencement" mean the date when a well IS spudded, and 1v) the terms ·completed" and "completion" mean the date the 1n1tial 
potential test report IS filed with the comm1ss1on, if a productive well . or the date the plugging report IS filed With the commiSSIOn, if a dry hole, m either 
event no later than 60 days after the drilling ng has been released. Notwithstanding the partial termination of this lease, Lessee shall contmue to have 
the rights of ingress and egress across all of the leased prem1ses to and from lands that remam subject to th1s lease, or lands pooled therewith , for the 
purposes described in paragraph 1 hereof. together with easements and nghts of way for roads , pipelines. nowlines and other facilities on or across all of 
the leased prem1ses for the exploration, development, production, gathering or transportation of oil, gas and other products from the lands Still subject io 
thiS lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells reqwed or permitted by th1s 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. 



... · ... ( . . 

STATE OF TEXAS 

J & M RAYMOND, LTD 

Date: tP ~ ;2 7 _. / ""-Z--

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

By. P-H Energy, LLC, Its General Partner 

Date· 7 (9 ( 2..>-=>(L._. 

(CORPORATION ACKNOWLEDGMENT) 

••• • • • •• 
• 

J• • • • •• 
•••• • •••• 
• 

• • ••• ••• • 
•• • • • • • •• 

BEFORE ME. the undersigned authority, on this day personally appeared ,._Jo,.,h"'n.:...W.<.:..L·...:W..::a"'l""sh'-'-- ------ ----------­

known to me to be the person whose name is subscnbed to the foregomg Instruments as ~A.utt.¥.o!.l.m~e:.Xv;;:;-in!.l.-:!.F..!i!a~ct~---------------­

of P-H Energy. LLC, general partner of Petrohawk Propert1es, LP, a Texas hm1ted partnership and acknowledged to me that he 

executed the same for the purposes and consideration !herem expressed, 1n the capacity stated, and as the act and deed of sa1d limited partnership 

G1ven under my hand and seal of office this the _ _ q_._ih ______ -da~gHI-: .... ~..<.....;»<-.-.:'-----==-· 2_0_1_2_. ---------­

Notary Public 1n and for _J,L...Jooe'""X'......,.Q.S,.,.."---------

STATE OF .Jl J..l Cyo < (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF j)._ ~ r r 

BEFORE ME, the unders1gned authonty, on this day personally appeared James M. Raymond known to me to be the person whose name is 

subscnbed to the foregoing mstruments as Pres1dent of Raymond & Sons. LLC, General Partner of J & M RAYMOND. L TO. 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 of sa1d corporation 

G1ven under my hand and seal of office th1s the CJ '7 th 

...... ~~~y~~;,,,, TANYA HORTON 
f~~Y."\ Notary Public. State of Texas 
~~-~-l~ff My Commission Expires 
~ ... ,~{.~.:.\~~-.:- May 1 o . 2016 

day of j \.JUf\. R ,2012. 

Notary Public in and fo~iv SJ.u.. k "7J , k l(c.,...;w 

12-u529-i 
O:ANr:.IE 0. FlOrlEl 
COUs~ TY CLER,{ 

2012 Jul19 al O:t·22 P •• ~ 
REFliES COu,.nY. TEXttS 

By: AC flv..h ORQ /1, . OE:PUTY 
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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 
befora it is filed for record in the public records: your social security number or your driver's license number. 

Gonoral Land Office 
Relinquishment Act Loase Form 
Revised, September 1997 

••• • • • •• 
• 

•• • • • • • • • 

~u.stin, 'QI:exa.s 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 16th day of __ --->!J~u~ne=------· 2012, between the State ofTexas. actrng 

by and through rts agent. THE REVOCABLE LIVING TRUST OF E.P WILLIAMS AND DOROTHY JANE WILLIAMS. DATED AUGUST 19, 1998. 

represented herein by Linda J. Marooney. Successor Trustee 

whose mailing address is 2324 RODNEY COURT SPRINGFIELD OREGON 97477 

•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

said agent herein referred to as the owner of the soil (whether one or more). and ______ ..!,P_,E'-'T..!.R.!.'O~Hw.A~W~K~P.!.:R~O!.!.P_,E:.!R..l.T.wi..=E""S~ . ..=L!.-P ______ _ 

whose marling address is __ 6><-1,0""0'-'S"'-'O=U..!.T,_,H_,Y..!.A.!!:L'-"E'-'AC!.V.!..JE'='N'-!.."'-U.=E"", S"-U"-'-'IT_,E,_,s~o""o~ • ..!.T::.!U..=L~SA~. 0"-!.!K~LA~Hw.O::.!..!.!MA!!:!--..!.7::!.4.!.!13~6!.__ __ hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pard. 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 orl and gas. layrng pipe lines, burldrng tanks. storrng orl and buildrng power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease. the followrng lands 
srtuated in REEVES County, State of Texas, to-wit· 

The SW/4 and the NE/4 of Section 18, Block 54, Townshrp 4, Abstract 5785, T&P RR Co. Survey. Reeves County. Texas. contarning 320.000 acres. 
more or less 

contarning __ 3""2,_,0,_0><:0"-'0'---- acres. more or less. The bonus consrderation pard for this lease is as follows: 

To the State of Texas: THIRTY TWO THOUSAND DOLLARS AND 00/100 

Dollars ($32,000.00) 

To the owner of the soil: THIRTY TWO THOUSAND DOLLARS AND 00/100 

Dollars ($32,000.00) 

Total bonus consideration: SIXTY FOUR THOUSAND DOLLARS AND 00/100 

Dollars ($64,000 00) 

The total bonus consrderation paid represents a bonus of ONE THOUSAND SIX HUNDRED DOLLARS AND 00/ 100 

------------------ Dollars ($1600 00) per acre, on 40.000 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 quantrtres from said land As 
used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercral use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENTALS. If no wellrs commenced on the leased premises on or before one (1) year from this date. thrs lease shall termrnate. 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to hrs credrt rn the=-=-=:-=-:=-=-:-:---
-------:--:--:--:--:-...,---,----~ Bank, at PAY DIRECTLY TO OWNER OF THE SOIL 
or rts successors (which shall continue as the depository regardless of changes in the ownership of said land). the amount specrfied below; in addrtion, 
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 privrlege of defemng 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 lrke manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successrve 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 srght draft of Lessee. or any 
assrgnee of this lease. and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or rts successor bank) should 
cease to exist, suspend business, liquidate. fail or be succeeded by another bank. or for any reason farl or refuse to accept rental. Lessee shall not be 
held in default for failure to make such payments or tenders of rental untrl thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to recerve such payments or tenders. 



4. PRODUCTION ROYAL TIES. Upon production of 011 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 prov1ded, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the CommiSSioner of the General 
Land 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 liqu1d 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest marl<et price thereof offeredo • r • 
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 oilt 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such m!ans • 
w1ll be recovered. The requirement that such gas be run through a separator or other equipment may be wa1ved, in writing, by the royalty owners -.pO'~ • • 
such terms and cond1t1ons as they prescribe. • • •• 

• •••• 
(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which is defined as all hydrocarbons and gaseous substances no~ 

defined as oil in subparagraph (A) above, produced from any well on said land (except as provided here1n with respect to gas processed m a plaQt for . 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the marl<et value thereof, c¢ ~Itt! • • 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marl<et pnce pa1d or offer~.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 gr$h!r~. • 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square mch 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 spec1fic 
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. Roya lty on any gas processed in 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 liquid hydrocarbons extracted or the marl<et value thereof, at the opt1on of the owner 
of the soil or the Comm1ssioner 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 accru1ng 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 processmg 
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 '" 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marl<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or 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 (exceptmg hqu1d 
hydrocarbons) whether said gas be "casinghead,· "dry, • or any other gas. by fractionating, burn1ng or any other processmg shall be 1/4 part of 
the gross production of such products, or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office. 
such marl<et value to be determined as follows: 1) on the basis of the highest marl<et price of each product for the same month '" wh1ch such product 1s 
produced. or 2) on the basis of the average gross sale price of each product for the same month '" wh1ch such products are produced; whichever 1s 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 th1s 
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 lime. the owner of the so11 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 th1s 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 nghts 
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 pa1d in k1nd) shall be w1thout deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting , and otherwise makmg the oil, gas and 
other products hereunder ready for sa le or use. Lessee agrees to compute and pay royalties on the gross value received, includmg any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of th1s lease, and subJeCt 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 leased prem1ses or for 
mject1on into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained m 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 ent1t1es 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 followmg manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Reg1ster. Rules currently prov1de that royalty on 011 
1s due and must be received in the General Land Office on or before the 5th day of the second month succeedmg 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 succeedmg the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescnbed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the marl<et value of the oil and gas, together w1th a copy of all documents, 
records or reports confirming the gross production, disposition and marl<et value includmg 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 marl<et value. In all cases the authonty 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 begm to accrue when the royalty 1s 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 admmistralive rule 
wh1ch is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paymg or causing 
royalties to be paid as prescribed by the due date provided here1n. 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 marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with 1ts best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furn1sh sa1d Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts w1thm thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when rece1ved 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 marl<eting of the oil and gas produced on said premises, including the books and accounls , 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 dale, 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. Cop1es 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 Commiss1on 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 prem1ses for the purpose of identlfymg wells, tank batlenes or other associated improvements to the land must.a/~ • 
include the word "State.· Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttmgs and cores, or othet .! 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, m add11ion to those here1,. 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface cas1~!i 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 ' ' tft' • • 
General Land Office within fifteen (15) days after the making of said survey. • ••• 

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

due. The penally for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were d~e in . 
the General Land Office. • • • • • • • 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and pnor to d1scove~ ~~d • • 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the pnmary term hereof and after the discove,Y and • 
actual 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 dnlling or 
reworking operations thereon, or pays or tenders the next annual delay rentalm the same manner as provided in th1s lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the produclion of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term: and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting add1t1onal drilling or reworkmg 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in oil or gas well 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 followmg the exp1rat1on of s1xty (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 shall1pso facto termmate. If at the 
exp1rat1on 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, n6ilher oil nor gas IS bemg 
produced on said land , but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operat1ons on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without mterruptions 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 011 and/or gas 1s produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties 1s made as prov1ded m th1s lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the exp1rat1on of the pnmary term, produclion of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences add1t1onal drilling or reworkmg 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations contmue 1n good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result 1n 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 paymg 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 reworkmg 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworkmg 
operat1ons Within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain m effect so long as Lessee continues dnllmg or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall g1ve written not1ce 
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, unlit bemg shut m, was bemg 
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 bemg 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royally 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 th1s 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 pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drill ing or reworkmg operation in accordance 
w1th 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 producmg 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 followmg the month 1n wh1ch 
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 fou r 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-m year. 

15. COMPENSATORY ROYALTIES. If. during the period the lease is kept 1n effect by payment of the shut-In 011 or gas royalty, 011 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 producmg 
reservoir. or in any case in which drainage is occurring, the right to continue to mainta1n 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 mamtam 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 causmg 
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, beginnmg 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 1n the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty pa1d in any 12-month penod 
1s an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragr;1ph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided m 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and w1th the Commissioner's wntten 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 produc1ng 011 or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator m dnlling 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 is in force and effect two (2) years after the expiration date of the pnmary 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 011 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 producmg well under the rules and regulations of the Railroad Commiss1on of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termmat1on provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, th1s lease shall thereupon terminate as to all acreage not thereafter allocated to sa1d 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 mgress 
to and egress from the lands still subject to this lease for all purposes descnbed in Paragraph 1 hereof, together with easements and nghts-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 retamed 1n 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term lessee pays an amount equal to one-half (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 
paymg 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 10 the foffi\g~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. W1thi"' .: 
thirty (30) days after partial termination of this lease as provided herein, lessee shall execute and record a release or releases contam1ng a satisfacto~ 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be fi led in the Ge~~ra l . 

land Office, accompanied by the filing fee prescribed by the General land Office rules in effect on the date the release is fi led. If lessee fails or refJs~~ • • 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General land Office, then ~~~ •• 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record .s~h 
instrument at lessee's expense in the county or counties where the lease is located and in the official records of the General land Office and sue~ 
des1gnation shall be binding upon lessee for all purposes. • • • •••••• 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve lessee of h1s oblig•allon 
to protect the oil and gas under the above-described land from being drained. lessee, sublessee, receiver or other agent in control of the ~~·sed• • 
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 ~· 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1 ,000 feet of the leased prem1ses. 
or in any case where the leased premises Is being drained by production of oil or gas, the lessee, sublessee. rece1ver 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 drammg 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 w1th diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determ1nat1on 
of the Commissioner of the General land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, lessee is prevented from complying 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. 
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, th1s lease shall be 
extended while lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producmg 011 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 dunng the pnmary 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 paymg 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 und1v1ded surface estate 1n the above 
descnbed land, whether or not l essee's interest is specified herein, then the royalties and rental herein provided to be pa1d 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 l and 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 th1s 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 und1v1ded 
interest not covered by a lease. less the proportionate development and production cost allocable to such undivided interest. However, 10 no event shall 
the Commissioner of the General l and Office receive as a royalty on the gross production allocable to the undivided 1nterest 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 mcluded w1thm the boundarres 
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 Sect1ons 
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 pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the pnmary 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 operat1ons under this lease except water 
from wells or tanks of the owner of the so1l; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operations without the pnor consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. lessee shall pay the owner of the soil for damages caused by 1ts operat1ons 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 wrrtten 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. W1thout 
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 d1sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate 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 fi ll and level all slush pits and cellars and completely clean up the dnlhng 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 nght to remove machinery and fixtures placed 
by lessee on the leased premises, including the right to draw and remove casing, Within one hundred twenty (1 20) 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 casmg until after th1rty (30) days wrrtten 
not1ce to the Commissioner of the General land Office and to the owner of the soil. The owner of the soli shall become the owner of any machmery, 
fixtures, or casing which are not timely removed by lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of e1ther 
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be bmding upon the1r heirs, dev1sees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, renta ls, 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 
m 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 
obligat1ons 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 apport1oned 
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 cert1fied 
copy of such assignment in the General Land Office before the next rental paymg date, the entire lease shall terminate for failure to pay the enure rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, hab•litJes, and penalties owed to the State by the 
original lessee or any pnor 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 so1l acqwes th1s lease in whole p' U" • 
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 1f it were made to the owner of the soil if the. 
ass•gnee IS. • • 

(1) a nominee of the owner of the soil; J • •• • 
(2) a corporat1on or subsidiary in which the owner of the soli is a principal stockholder or is an employee of such a corporat1on 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 so1l; •• •• 
(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 lim1ted to a guard1an, trustee, executor, adminiStrator, rece1ver, or conservator for~M •! • 
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 t1me execute and deliver to the 

owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or port1ons, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities 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 th1s lease is ass1gned 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 th1s mstrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and dulles of the part1es. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render th1s lease 1nvalid. 

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 m 
the leased prem1ses. When the mterests of the owner of the soil conflict with those of the State. the owner of the soli 1s obligated to put the State's 
interests before his personal mterests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within th1rty days after 11 becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dnlhng, or if Lessee shall fall or refuse to dnll 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 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 fi led 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 agam be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatiC termination of th1s 
lease by operation of law or by reason of any special limitation arismg hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
remstated before the nghts of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance w1th 
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 011 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 prem1ses, all proceeds wh1ch 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 proceedmgs 1n 
the manner provided in the Title 1, Chap. 9 of the Texas Busmess and Commerce Code. Lessee agrees that the Comm1ss1oner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect th1s hen. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activ1t1es upon the above-described property or from Lessee's acquis1t1on of th1s lease 
Should the Commissioner at any time determine that th1s representation IS not true, then the Commissioner may declare th1s lease forfeited as provided 
herem. 

34. POOLING. Lessee is hereby granted the right to pool or un1tize the royalty interest of the owner of the so1l under th1s lease w1th 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 th1s lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this prov1sion in th1s lease sat1sfies 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 ass1gns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for wh1ch recovery of damages is sought, includmg, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents ansmg out of, mcidental 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 th1s 
Agreement, or by any other negligent or strictly liable act or omiss1on of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, mdemn1fy, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, agamst any 
and all cla ims, 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, mcludmg those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all enwonmental laws; those ansmg 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arismg 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, mvitees, 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 prov1ded above m connection w1th 
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. 



.· 
3S. ENVIRONMENTAL HAZARDS. Lessee shall use the h1ghest degree of care and all reasonable safeguards to prevent contammatlon or 

pollution of any enwonmental medium, including soil. surface waters, groundwater, sediments, and surface or subsurface strata, amb1ent a1r or any 
other environmental medium m, on, or under. the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or perm1t to remam 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 tox1c substances under any federal, state, or local law or regulation ("Hazardous Matenals"). except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored In the usual manner and quant1t1es. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER~~(;> • 
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, 9 R 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCYf OR • • 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WA ER• • 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABO!.V• • 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS• l>y 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONS~ 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIA~•=• 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF f HIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM l~ • • 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATION~ · 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record m the county records and 
in the General Land Office of the State of Texas. Once the filing reqwements 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 m the General Land 
Office. This lease is not effective until a certified copy of this lease (wh1ch is made and certified by the County Clerk from his records) 1s filed m the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless 11 
recites the actual and true consideration paid or promised for execut1on of this lease. The bonus due the State and the prescnbed 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 (2"") and 
th1rd (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 (4110

) and fi fth (5111
) 

years of the primary term provided for herein by tendering a payment of one thousand six hundred dollars ($1600.00) per net acre. such payment to be 
divided equally between the State of Texas and the owner of the so11 and made prior to June 16, 2015, 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 prov1sion 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 prem1ses or lands pooled therewith, or 
Lessee is then engaged in operations on the leased premises or lands pooled therewith, Lessee agrees to begm a continuous dnlling program w1thin 
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 
fa il to begin the continuous drilling program or subsequently default in the performance thereof, then in either event, th1s lease shall terminate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producing, capable of producmg 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 m accordance w1th the rules of the 
commission (or any other governmental authority having jurisdiction) or any unit formed by pooling as prov1ded m th1s 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 1n11ial 
potential test report is filed with the commission, if a productive well, or the date the plugging report is filed with the commission, 1f a dry hole, m either 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of thiS lease, Lessee shall conlmue 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 reqwed or permitted by lh1s 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. 



STATE OF TEXAS LESSEE: PETROHAWK PROPERTIES, LP 

THE REVOCABLE LIVING TRUST OF E.P. WILLIAMS 
AND DOROTHY JANE WILLIAMS, DATED AUGUST 19, 1998 By: P-H Energy, LLC, Its General Partner 

~,~[!~ 
BY: LIN6AJ:MAROONEY 
Successor Trustee and as Agent for the State of Texas 

Date :.~b~· 2~7---"• /~2_=--- Date: _.J7._CL,_9....!...!,_(-=~-...::>_:(L__::_ __ 

(CORPORATION ACKNOWLEDGMENT) 

••• • • • •• 
• 

•• • • • • • • • 
•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

known to me to be the person whose name 1 cribed to the foregoing instruments as A~tto~m.!.!.li:.eyL:-.!!.In~-F~a~c<.!..t ----------------

of P-H Ener LLC eneral artner of Petrohawk Pro e · and acknowledged to me that he 

executed the same for the purposes and consideration therein expres 

STATE OF OREGON (ACKNOWLEDGMENT) 

COUNTY OF L '-"\. 
BEFORE ME. the undersigned authority, on th1s day personally appeared Linda J. Marooney known to me to be the person whose name IS 

subscnbed to the foregoing instruments as Successor Trustee of THE REVOCABLE LIVING TRUST OF E.P. WILLIAMS AND DOROTHY JANE 

WILLIAMS, DATED AUGUST 19, 1998 and acknowledged to me that she executed the same for the purposes and consideration therem expressed, 1n 

the capacity stated, and as the act and deed of said trust. 

Given under my hand and seal of office this the __ 2_l:_-\_~ ___ .day of J V "\.. ,201 2. 

"'Jit?,: ~te ( 
OFFICIAL SEAL 

JEFFREY DON BEVANS 
· / NOTARY PUBLIC - OREGON 

COMMISSION NO. 439164 
MY COMMISSION EXPIRES MAY 11, 2013 



STATE OF TEXAS 

THE REVOCABLE LIVING TRUST OF E.P. WILLIAMS 
AND DOROTHY JANE WILLIAMS, DATED AUGUST 19, 1998 

BY: LINDA J. MAROONEY 
Successor Trustee and as Agent for the State of Texas 

Date: ___________ _ 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

By: P-H Energy, LLC, Its General Partner 

BY: John W . Walsh, Attorney-in-Fact 

Date: - ----------

(CORPORATION ACKNOWLEDGMENT) 

.... . 
• • ... 

•• • • • • • • • ..... 
• ,. ... 

• • •••••c • ,. . .. . . 
• •• 

BEFORE ME, the undersigned authority, on this day personally appeared "'Jo"-'h.!!.n'-'W:...:.,_ . .:...W,a"'ls<'-h'-------------------

known to me to be the person whose name IS subscribed to the foregomg Instruments as '-'A'-'>tt~or""n""e~y-.!!.in,_-F:...;a,c.,t _______________ _ 

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 capac1ty stated, and as the act and deed of said limited partnership. 

Given under my hand and seal of office this the __ ~-4------

(ACKNOWLEDGMENT) 

uthority, on this day personally appeared Linda J. Marooney known to me to be the person whose name 1s 

subscribed to the foregoing instruments as Sue Trustee of THE REVOCABLE LIVING TRUST OF E.P. WILLIAMS AND DOROTHY JANE 

WILLIAMS, DATED AUGUST 19, 1998 and acknowledged to t she executed the same for the purposes and consideration therein expressed, in 

the capacity stated, and as the act and deed of said trust. 

12-05296 
DIAt,J1 11:. 0. t-LOI<El 

COUi>.I1Y CLERf\ 
2012 Jul19 at u4:Z2 Pr.'i 

RE;_EVES COU1 fY. TE~A.S 
By. AC__d:\11 h ro" C _. . OI:PUTY 
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8..~ ' 0\01.~ 
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 fiiel;l for record in the public records: your social security number or your driver's license number. 

Genera l Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, '<!Cexas 

OIL AND GAS LEASE 

FILEbi:-8~ fi~turh) 
REEVES COUNTY, TEXAS 
lnl 19. 2u12 at 04:L2:tJ£l Pill ••• • • • •• 

• ,. . .. . . 
~ .. 

•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

THIS AGREEMENT is made and entered into this 16th day of __ --=J"'u"'"'n:.e _____ , 2012, between the State of Texas, acting 

by and through its agent, DEAN ERIC SKINNER, husband of Susann Skinner, dealing herein with his separate property 

whose mailing address is N1118 MORMON DRIVE LA CROSSE WISCONSIN 54601 

said agent herein referred to as the owner of the soil (whether one or more), and. ______ ..!.P2E=-T~R~O~H.!:CAc!.W!.!K~P.!.:R~O,!.!P:..!E='R~T..!..I!,!,E,.,S!......!,L..!..P _ _____ _ 

whose mailing address is __ 6:.1.:...:0<->0'-'S"-0"'-"'U.!.T,_,H'-'Y'-'-A-"L""E~A'-'-V"-E'=-N~U-'=E.._S=U,_,IT_,E'-'5""0'-"0"-'-T""U.:.L,..SA'-"-'O"'"'-'-K""LA~H'-'-O~M"-A'-'-7;!.41_,_,3'-"6'---- 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, stonng oil and bu1ldmg 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: 

The SW/4 and the NE/4 of Section 18, Block 54, Township 4, Abstract 5785, T&P RR Co. Survey, Reeves County, Texas. containing 320.000 acres. 
more or less 

containing __ 3~2~0~. 0~0~0!...._ __ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: SIXTEEN THOUSAND DOLLARS AND 00/100 

Dollars ($16,000.00) 

To the owner of the soil: SIXTEEN THOUSAND DOLLARS AND 00/100 

Dollars ($16,000.00) 

Total bonus consideration: THIRTY TWO THOUSAND DOLLARS AND 00/100 

Dollars ($32,000.00) 

The total bonus consideration paid represents a bonus of ONE THOUSAND SIX HUNDRED DOLLARS AND 00/ 100 

Dollars ($1600.00) per acre, on 20.000 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 termmate. 
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 ($. _ ______ ___ _) 

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 11s 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 unlil lh1rty (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 lenders. 



4. PRODUCTION ROYAL TIES. Upon productton of oil and/or gas. Lessee agrees to pay or cause to be patd one-half (1/2) of the royalty 
provtded 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 sotl: 

(A) OIL. Royalty payable on oil, which is defined as tncluding 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 equtpment, as heretnafter provided, 
shall be 114 part of the gross production or the market value thereof, at the option of the owner of the sotl or the Commtsstoner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for otl, condensate, disttllate, or other liqutd 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the htghest market price thereof off~r"e~oOr: 
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 befor1!• 
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 ~n~. 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owner~ upM 
such terms and conditions as they prescribe. : • • • 

•• •• 
(B) NON PROCESS ED GAS. Royalty on any gas (tncluding flared gas), which is defined as all hydrocarbons and gaseous substances rftlt 

defined as oil in subparagraph (A) above, produced from any well on said land (except as provided heretn with respect to gas processed tn a P'l' g~ (p% . 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 114 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 pnce patd or offe~.fot • 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whtchever tS the g~~eat~ 
provided 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 tndustry at the ttme of testtng. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liqutd 
hydrocarbons shall be 114 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commtsstoner 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. whtchever ts the 
greater, of the total planl production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed tn a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest. then the percentage applicable to liqutd 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a thtrd party processing gas through such plant under a processtng 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then betng spectfied in processtng agreements or contracts tn 
the tndustry), whtchever is the greater. The respective royalties on restdue gas and on liqutd hydrocarbons shall be determined by 1) the htghest market 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable quality tn the general area, or 2) the gross price patd or offered for such restdue 
gas (or the weighted average gross selling price for the respective grades of liqutd 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 liqutd 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating , burning or any other processing shall be 114 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commisstoner 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; whtchever is the 
greater. 

5. MINIMUM ROYAL TV. Curing any year after the expiration of the pnmary term of thts lease, tf this lease IS matntatned by production, the 
royalttes paid under this lease tn no event shall be less than an amount equal to the total annual delay rental heretn provided; otherwtse. 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 th ts lease does not specify a delay rental amount, then for the purposes of thts 
paragraph. the delay rental amount shall be one dollar ($1 .00) per acre. 

6. ROYAL TV 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, reqwe 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 Commisstoner of the General 
Land Office's right to take its roya lty 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 thts lease (including those paid in kind) shall be wtthout deductton for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporttng, and otherwtse maktng the 011. gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recetved, tncludtng any retmbursements 
for severance taxes and productton related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of thts lease. and subject 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 leased premtses 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 unttl it is produced and sold or used by Lessee tn 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 
Austtn, 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 Regtster. Rules currently provide that royalty on otl 
ts due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of productton. 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 succeedtng 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 wtth a copy of all documents. 
records or reports confirming the gross production, disposition and market value including gas meter readtngs, pipeline receipts. gas line recetpts and 
other checks or memoranda of amount produced and put into ptpelines, 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 addtlton 
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 admtntstraltve rule 
which IS effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paytng or caustng 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohtbtt 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 tn dispute as to fatr market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commtsstoner of the General Land Office 
wtth 1ts best possible estimate of oil and gas reserves underlytng this lease or allocable to this lease and shall furntsh satd Commtsstoner wtth copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts wtthtn thtrty (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 pertatning to the productton. 
transportation, sale and marketing of the oil and gas produced on said premises, tncluding the books and accounts, recetpts and dtscharges 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) P!=RMITS, DRILLING RECORDS. W ritten notice of all operations on th1s 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 dnll Cop1es of well tests, 
completion reports and pluggmg 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 title. Additionally, in accordance w1th Ra1lroad Comm1ss1on 
rules. any sign age on the leased premises for the purpose of identifying we lls, tank battenes or other associated improvements to the land mu!;f !!16;o! 
mclude the word ' State.' Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or oth!fr• 
informat1on relative to the operation of the above-descnbed premises, wh1ch may be requested by the General Land Office, 10 additiOn to those her~m 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole sect1on, from the base of the surface ca~lhQ te, . 
the total depth of well, of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each wel~to tfl~ 
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 matenals are not filed in the General Land Office when 

due. The penalty for late fil ing shall be set by the General Land Office administrative rule which is effective on the date when the matenals were ~ur i~ 
the General Land Office. ! • • • 

•• • 
11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pnor to d1scove; all$ • 

production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if dunng the pnmary term hereof and after the discovery and 
actua l 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 sa1d 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 prov1ded in this lease. If, dunng the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in fu ll force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dnll1ng 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 pnmary term hereof. Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental pay1ng date followmg the exp1rat1on of s1xty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, th1s lease shall1pso facto termmale. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased prem1ses, payments may be made 10 accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, ne1ther 011 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 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 sa1d land, or payment of shut-in oil or gas well royalties or compensatory royalties IS made as provided 1n th1s lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of 011 or gas from the leased 
prem1ses, after once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional dnlling or reworkmg 
operat1ons within sixty (60) days after such cessation, and this lease shall remain 10 full force and effect for so long as such operations contmue in good 
fa ith and in workmanlike manner without interruptions totaling more than s1xty (60) days. If such drilling or reworking operations result 1n 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 1n paymg quant1t1es 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 dnlling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences addit1onal dnlling 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 w1thm 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 
havmg junsdiction over the production of oil and gas. If, at any t1me after the expiration of the primary term of a lease that, unt1l bemg shut 10, was bemg 
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 bemg 
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 pnmary 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 reworkmg operation 10 accordance 
w1th 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 follow1ng the month in wh1ch 
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 ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed m the same producmg 
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 wh1ch the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paymg compensatory royalty at the royalty rate provided in the lease of the market value of product1on from the well caus1ng 
the dramage or which is completed in the same producing reservoir and w1thm one thousand (1 ,000) feet of the leased prem1ses 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 so1l, begmning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causmg the drainage or that IS completed 10 the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty pa1d 1n any 12-month penod 
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 w1th Paragraph 9 of th1s 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as prov1ded 10 

Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of th1s lease 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 in dnlling such add1t1onal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketmg the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
termmate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing in paymg quantities and 320 acres 
surrounding each gas well capable of producing in paying quant1t1es (includ1ng a shut-m oil or gas well as provided in Paragraph 14 hereof), or a well 
upon wh1ch Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included 10 a producmg pooled un1t 
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 nghts-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ('the reta1ned lands'), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retamed lands. 



(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term 11 shall 
furthe:r terminat.e as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage reta1ned 1n 
Paragraph 16 (A) above. unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus onginally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, th1s lease shall be 1n 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 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 1n the roM\~ 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. W1th11l • 
thirty (30) days after partial termination of this lease as provided herem, Lessee shall execute and record a release or releases conta1n1ng a salisfact~ry 
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 ~r61. 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release 1s filed. If Lessee fa1ls or ~rust~ 
to execute and record such release or releases within ninety (90) days after bemg requested to do so by the General Land Office. then :tfl~· 
CommiSSIOner at h1s sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and recor<! ~h 
instrument at Lessee's expense in the county or counties where the lease IS located and 1n the official records of the General Land Office and suth 
designat1on shall be binding upon Lessee for all purposes. : ••• : • 

• 
17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be pa1d, under this lease shall relieve Lessee of h1s obl~l~o~ • 

to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the ieasel! 
prem1ses shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue dramage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased prem1ses, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, rece1ver or other agent 1n 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 drammg well or wells or the 
well or wells completed w1thin 1 ,000 feet of the leased premises start producmg in commercial quantities and shall prosecute such dnlhng w1th diligence 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determmat1on 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying w1th any express or 1mplied covenant of th1s lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war. rebellion, nets, 
strikes, acts of God. or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply w1th such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this 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, nothmg in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the pnmary 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 so1l 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 1n 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 pa1d 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 wntten 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 und1v1ded 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, 1n 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 (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included w1th1n the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil 10 accordance w1th Natural Resources Code Sect1ons 
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 bas1s under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or. 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 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 1mgat1on purposes 
for waterflood operations Without the pnor consent of the owner of the so1l. 

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 prem1ses Without 
the wntten 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 conta1nment 
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 s1te of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish , cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as IS practicable. Tanks and 
equipment will be kept pamted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (1 20) days after the exp1rat1on or the 
termination of this lease unless the owner of the soil grants Lessee an extension of th1s 120-<lay penod. However, Lessee may not remove casmg from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
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 machmery, 
fixtures . or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in th1s paragraph and Paragraph 29 of th1s lease, the rights and estates of e1ther 
party to th1s lease may be assigned, in whole or in part, and the provis1ons of this lease shall extend to and be bindmg upon their he1rs, dev1sees, legal 
representatives, successors and ass1gns. 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 th1rty (30) days 
after the owner of the so1l (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory wntten evidence of the change 
In ownership, including the original recorded muniments of tit le (or a cert1fied copy of such anginal) 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 le'ase on the part of the land upon which pro rata rentals are timely paid or tendered: however, if the assignor or ass1gnee does not fi le 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 ent1re renta l 
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 pnor ass1gnee 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 m whole or-111: 
part by assignment without the prior written approval of the CommiSSIOner of the General Land Office, th1s lease 1s vo1d as of the lime of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment Will be treated as if it were made to the owner of the so11 1f the 
aSSignee is: t • • • • 

(1) a nominee of the owner of the soil; • • • 
(2) a corporatiOn or subsidiary in which the owner of the so1l is a pnncipal 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 partnersh1p; • • • • 
(4) a pnnc1pal stockholder or employee of the corporation wh1ch 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 hm1ted to a guardian, trustee, executor. administrator. rece1ver. or conservator fdt 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 cond1!1ons contained in this paragraph and Paragraph 29, Lessee may at any t1me execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender th1s lease as 
to such portion or port1ons. and be relieved of all subsequent obligations as to acreage surrendered. If any part of th1s 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 wh1ch was covered by th1s lease 
immediately prior to such surrender: however, such release will not relieve Lessee of any liabilities which may have accrued under th1s lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease IS ass1gned or released, such ass1gnment or release must be 
recorded in the county where the land is situated, and the recorded mstrument, 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 
prescnbed filing fee. If any such assignment is not so filed, the nghts acquired under this lease shall be subject to forfeiture at the opt1on 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 m thiS mstrument, 
mcluding the statement of the true consideration to be paid for the execution of this lease and the nghts and dut1es of the part1es. Any collateral 
agreements concerning the development of oil and gas from the leased premises wh1ch are not contained in th1s lease render th1s lease mvalid 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's mterest 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 1f Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dri lling, or if Lessee shall fail or refuse to dnll 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 w1th 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 1f Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furn1sh 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 ass1gned 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 agam be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termmat1on of th1s 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory ev1dence to the Comm1ssioner of the General Land Office of future compliance w1th 
the prov1s1ons of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance w1th 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 th1s 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 hen, an 
express contractual hen on and security interest in all leased minerals in and extracted from the leased premises, all proceeds wh1ch may accrue to 
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 1n order to secure the payment of all roya1t1es 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. Th1s lien and security interest may be foreclosed w1th or Without court proceedmgs In 

the manner provided in the Title 1, Chap. 9 of the Texas Busmess and Commerce Code. Lessee agrees that the Comm1ss1oner may requ1re 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 acqu1s1t1on of th1s lease. 
Should the Commissioner at any time determine that this representation is not true, then the CommiSSioner may declare th1s lease forfe1ted as prov1ded 
herem. 

34. POOLING. Lessee is hereby granted the right to pool or un111ze the royalty mterest of the owner of the soil under th1s lease w1th 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 th1s 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 lim1ted 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 anse out of or be occasioned by Lessee's breach of any of the terms or prov1s1ons of th1s 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, mdemmfy, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, agamst any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses. or other harm for wh1ch recovery of damages 
1s sought, under any theory Including tort, contract, or strict liability, including attorneys' fees and other legal expenses, mclud1ng 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 ans1ng 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those ansing 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 th1s Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors , subcontractors, guests, mv1tees, 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. 



J6. ENVIRONMENTAL HAZARDS. Lessee shall use the haghest degree of care and all reasonable safeguards to prevent contamanallon or 
pollu~on of any enwonmental medaum, including soil, surface waters, groundwater. sediments, and surface or subsurface strata. ambient aar or any 
other environmental medium in. on, or under, the leased premises, by any waste. pollutant. or contaminant. Lessee shall not bnng or permit to remaan on 
the leased premases any asbestos contaming materials. explosives. toxic materials, or substances regulated as hazardous wastes. hazardous matenals. 
hazardous substances (as the tenn "Hazardous Substance" is defined in the Comprehensive Environmental Response. Compensation and Llabahty Act 
(CERCLA), 42 U.S.C. Sections 9601 . et seq.), or toxac substances under any federal. state. or local law or regulation ("Hazardous Matenals"). except 
ordanary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantatles 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDEif•lr.o: 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINSf• 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COUftT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASl~ "ft • 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANc:4f d'lt 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WA~• 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR Aet1\1T 
THE LEASED PREMISES DURING LESSEE'$ OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS C1F 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESP~~. 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIA'rELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF:1'1;115"' • 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM•A~ 
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 provisaons of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and af any provision in this lease does not confonn to these 
statutes, the statutes will prevail over any nonconfonning lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is fi led 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 satasfied. the effectave 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 an the office of the 
County Clerk in any county in which all or any part of the leased premases is located, and certified copaes thereof must be fated 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 has records) is fi led in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, thas lease shall not be bandang upon the State unless at 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnbed 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 
thard (3"') years of the primary tenn hereof. Lessee or its assigns shall have the right to keep thas lease an force and effect for the fourth {4111

) and fifth (5111
) 

years of the primary tenn provided for herein by tendering a payment of one thousand six hundred dollars ($1600.00) per net acre. such payment to be 
divided equally between the State of Texas and the owner of the soil and made prior to June 16, 2015, as to any acreage covered hereby and not 
otherwise being maintained by any other provasion herein at such lime. 

41 . If. at the expiration of the primary tenn. this lease as beang maantained in force under any provision of the lease, or wathan 180 days pnor to 
the exp1ration of the primary tenn Lessee has completed a well as a dry hole or commenced a well on the leased prem1ses or lands pooled therewath, or 
Lessee 1s then engaged in operations on the leased premises or lands pooled therewith, Lessee agrees to begin a contanuous dnlhng program wathan 
180 days after the end of the primary tenn 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 drilhng program on the leased premises or lands pooled therewith until all proration un1ts have been 
dnlled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeedang well. Should Lessee 
faal to begin the continuous drilling program or subsequently default in the perfonnance thereof, then in erther event. thas lease shall tenninate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producang, capable of producang or upon whach 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 fonnation. As used in this paragraph: 1) the tenn ·commission" means the Railroad Commass1on of the State of Texas or any 
successor agency, ii) the tenn "prorataon unit" means any acreage designated as a drilling unit or production unit in accordance w1th the rules of the 
commission (or any other governmental authority having jurisdiction) or any unit fonned by pooling as provided an th1s lease or otherw1se. 1ii) the tenns 
·commenced" and ·commencement• mean the date when a well as spudded, and iv) the tenns ·completed" and "completaon· mean the date the inat1al 
potential test report is filed with the commission. if a productive well . or the date the plugging report is tiled with the commissaon, if a dry hole. an eather 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial tennination of thas lease, Lessee shall contanue to have 
the rights of ingress and egress across all of the leased premises to and from lands that remaan 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, papelines, flowlines and other facahtles on or across all of 
the leased premises for the exploration. development. production, gathenng or transportation of oil, gas and other products from the lands stall 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 perm1tted by this lease shall 
be the tennination or partial tennination of Lessee's rights under the lease as provided above. 

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



STATE OF TEXAS 

BY: DEAN ERIC SKINNER 
Individually and as Agent for the State of Texas 

c; - z. "7- ; z_ 
Date: ____________ _ 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

By: P-H Energy, LLC, Its General Partner 

Date: _ ]_._._f_9-'-'-/ -=2;;_-=>-"-(-=(__=--

(CORPORATION ACKNOWLEDGMENT) 

••• • • • •• 
• 

J
• • 
• • •• 
•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

BEFORE ME, the undersigned authority, on this day personally appeared ""J""oh""n.:...W=:.._,W..:;a,.,l""'sh:..:._ ___________ ______ _ 

known to me to be the person whose name is subscribed to the foregoing instruments as A:....=tto~r"'n"'e.Lv-..:.:i n.:...-.:...F.:::a""ct,__ _______________ _ 

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 act and deed of said lim1ted partnership. 

Given under my hand and seal of office this the __ q..._l_l'l ____ -da..._g-1-f..:...' i&;.,-f-)-'l=-@-":::.._----==--·2_0_1_2_. ---------

Notary Public in and for _1...J.Je..e.Xtx...JC,£A.~o.S'..__ ______ _ 

STATE OF WISCO~SIN /f _ 
COUNTYOF LA-UCJSSZ 

(ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared DEAN ERIC SKINNER 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 !herem expressed, m 

the capacity stated and as his free act and deed. 

Given under my hand and seal of office this the 42Yzf 

Notary Public in and for L E:-
SnrrE..- t!!lP iU 1 
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·.I El3-0I02.E 
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. 

General Land Office 
Rollnqulshn ,ent Act Lease Form 
Revised, September 1997 

~ustin, mexas 

OIL AND GAS LEASE 

••• • • • •• 
• 

•• • • • • • • • 
•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

THIS AGREEMENT is made and entered into this 16th day of __ __,J_,u.:..:.ne"-----· 2012, between the State of Texas, acting 

by and through its agent, TIMOTHY A. SKINNER. husband of Colleen J. Skinner, dealing herein w1th his separate property 

whose mailing address is 2004 KING STREET LA CROSSE WISCONSIN 54601 

said agent herein referred to as the owner of the soil (whether one or more), and ______ -'-P_,E,_,T-'-R""O""H'-"A'-'W.:..!..!.K.!...!...P,_,R"'O"-P_.E,.R_,_T'-'I""E.,.S"-'=-LP'------- - -

whose mailing address is _ __;6,_1,_,0'-"0'-'S"-'0=<-U,_,_T'-'H_,Y'"'-A_,L,_,E,_,A..!.V"-'E""Nc:.U"'-"'-E"-', S""U""'-'IT_,E,_,S,o,o._. '"'-T,U.:.LS""A""'-'. O~K,LA,H..!.O=MA""'--'-74::..1,3,6'---- hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pa1d. kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the so1l, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlllng for and producing 0 11 and gas, laying pipe lines, buildmg tanks, stonng 011 and bu1ldmg power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport sa1d products of lhe lease, the followmg lands 
s1tuated 1n REEVES County, State of Texas, to-w1t · 

The SW/4 and the NE/4 of Section 18, Block 54, Township 4, Abstract 5785, T&P RR Co. Survey, Reeves County, Texas, contammg 320.000 acres, 
more or less 

containing _ _ 3,.,2,0"".0,0,0'----- acres, more or less. The bonus consideration pa1d for this lease is as follows: 

To the State of Texas: SIXTEEN THOUSAND DOLLARS AND 00/100 

Dollars ($16.000.00) 

To the owner of the so1l: SIXTEEN THOUSAND DOLLARS AND 00/100 

Dollars ($16.000 00) 

Total bonus consideration: THIRTY TWO THOUSAND DOLLARS AND 00/100 

Dollars ($32.000.00) 

The total bonus consideration paid represents a bonus of ONE THOUSAND SIX HUNDRED DOLLARS AND 00/100 

-------- ---------- Dollars ($1600.00) per acre, on 20.000 net acres. 

2. TERM. Subject to the other provisions in th1s lease, this lease shall be for a term of FIVE years 
from th1s date (herem called "primary term") and as long thereafter as oil and gas, or e1ther of them, IS produced 1n paymg quantities from sa1d land. As 
used 1n th1s lease. the term "produced in paying quantities" means that the rece1pts from the sale or other authorized commeroal 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. th1s lease shall term mate, 
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 (wh1ch shall continue as the depository regardless of changes in the ownership of said land), the amount specified below, 1n add1llon, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a hke sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the pnvilege of defernng the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the followmg 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 (S ______ _ _ _ _ -' 

In a hke manner and upon like payments or tenders annually, the commencement of a well may be further deferred for success1ve penods of one (1) 
year each dunng the pnmary term. All payments or tenders of rental to the owner of the so1l may be made by check or s1ght draft of Lessee. or any 
ass1gnee of this lease, and may be delivered on or before the rental paymg date. If the bank des•gnated in th1s paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fall 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 ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be pa1d one-half (112) of the royalty 
provided for 1n th1s 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 heremafter prov1ded. 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the CommiSSioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus prem1um, if any, offered or paid for oil, condensate. distillate. or oth~r liquJd 
hydrocarbons. respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market pnce thereof offereq ~r 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof. whichever 1s 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 ade~ale 011 
and gas separator of conventional type, or other equipment at least as efficient, so that allliqu1d hydrocarbons recoverable from the gas by su~ r~eai'OS 
Will be recovered. The requirement that such gas be run through a separator or other equipment may be wa1ved, in wnting, by the royalty own~rs ~pon 
such terms and conditions as they prescribe. : • • • ... .... 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), wh1ch is defined as all hydrocarbons and gaseous substance~ not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed 1n a~)or 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value there~. at the 
opt1on of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market pnce paid or o~e'r~d 'YQr 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer. whichever 1s the"grealt!r: 
provided 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 accordmg to Boyle's Law, and for spec1fic 
gravity according to tests made by the Balance Method or by the most approved method of testmg being used by the mdustry at the lime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other hqu1d 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the opt1on of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due here1n 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 accrumg to Lessee, whichever IS the 
greater. of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that 1f 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 processmg 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being spec1fied in processing agreements or contracts 1n 

the mdustry). whichever IS the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the we1ghted average gross selling pnce for the respective grades of liquid hydrocarbons), whichever is the greater. In no event. however, shall 
the roya lties 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 liqu1d 
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 1s 
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 exp1rat1on of the primary term of th1s lease, if this lease is mamta1ned by production. the 
royalties paid under th1s lease in no event shall be less than an amount equal to the total annual delay rental herem provided, otherw1se. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of th1s 
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 e1ther, upon not less than sixty (60) days notice to the holder of the lease, reqw e 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 Comm1ssioner of the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be w1thout deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressmg, processmg, transport1ng, and otherwise making the o1l, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, includmg 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 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 leased prem1ses or for 
InJection into any oil or gas produc1ng formation underlying the leased premises after the liqUid hydrocarbons contamed m 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 wh1ch entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kmd shall be pa1d 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 011 
is due and must be rece1ved 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 succeedmg the month of product1on, 
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 confirmmg the gross production. disposition and market value includmg gas meter readings, pipeline receipts, gas line rece1pts 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 herem 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 pa1d 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 l::te shall accrue a penalty of 10% of the royalty due or $25.00 whichever IS greater In add1t1on 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest w1ll begm to accrue when the royalty IS s1xty (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 paymg or causmg 
royalties to be paid as prescribed by the due date provided herem. Payment of the delinquency penalty shall in no way operate to proh1b1t the State's 
nght of forfeiture as prov1ded by law nor act to postpone the date on which royalties were orig1nally due. The above penalty proviSions shall not apply 1n 

cases of title dispute as to the State's port1on of the royalty or to that portion of the royalty in dispute as to fa1r market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commiss1oner of the General Land Office 
w1th its best possible estimate of oil and gas reserves underlymg this lease or allocable to this lease and shall furnish sa1d CommiSSIOner w1th cop1es 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 authonzed by Lessee. All other contracts and records pertammg to the production. 
transportation, sale and marketmg of the oil and gas produced on said prem1ses, including the books and accounts. rece1pts 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 subm1tted to the CommiSSioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Cop1es of well tests. 
CQmpletion feports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission All 
applications. perm1ts, 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 w1th Railroad Comm1ssion 
rules. any signage on the leased premises for the purpose of identifying wells , tank batteries or other associated improvements to the land r~~ut.a l¢<> 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda. accounts. reports. cuttings and cores, or ottler 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, 10 addition to those httre1n 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface ~mg~o 
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 r~ lhe 
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 matenals are not filed in the General Land Office ~en 

due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials weri duee~n 
the General Land Office. : • • • • • 

•• • 
11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and pnor to dlscoV:rf w~cf 

production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not term1nate 1f 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 
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 
pnmary term or within sixty (60) days prior 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 in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworkmg 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of product1on 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 1pso facto termmate. 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 011 nor gas is bemg 
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 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 1s produced 
m paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in th1s lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term. production of 011 or gas from the leased 
prem1ses. after once obtained. should cease from any cause, this lease shall not terminate if Lessee commences additional dnlling or reworkmg 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations contmue in good 
faith and in workmanlike manner Without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result 1n 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 quant1t1es or payment 
of shut-m oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworkmg 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlling or reworkmg 
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 cont1nues 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 pnmary term of a lease that. until bemg shut m. was being 
mamtained in force and effect, a well capable of producmg oil or gas in paymg quantities is located on the leased prem1ses, 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 royally 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 pay1ng 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 reworkmg operation m accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the CommiSSioner of the General Land Office and one­
half (1/2) to the owner of the so1l. If the shut-in oil or gas royalty is pa1d, 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 followmg the month in wh1ch 
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. dunng the period the lease is kept in effect by payment of the shut-10 oil or gas royalty. oil or gas IS 
sold and delivered 10 paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed 10 the same produc1ng 
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 maintam 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 causmg 
the drainage or which is completed in the same producing reservoir and withm one thousand (1,000) feet of the leased premises. The compensatory 
royalty 1s 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 1n the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid 10 any 12-month penod 
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 mterest in accordance With Paragraph 9 of th1s 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as prov1ded 10 
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 dale of the primary or extended term it shall then 
termmate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each 011 well capable of producmg 10 paymg quant1t1es and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as prov1ded 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 produc1ng pooled un1t 
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 termmation 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 sa1d 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 mgress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and nghts-of-way for 
ex1sting roads, existing pipelines and other existing facilities on, over and across all the lands descnbed 10 Paragraph 1 hereof ("the relamed 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 1n 

Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus ongmally paid as consideration for th1s lease (as spec1fied on page 1 hereof). If such amount is paid, th1s lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas 1s produced 1n 
paymg quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage reta1ned hereunder as to each well shall, as nearly as pract1cal, be 1n the Will ofea 
square w1th the well located in the center thereof, or such other shape as may be approved by the Commiss1oner of the General Land Office. V\1,~ 
thirty (30) days after partial termmation of this lease as provided herein, Lessee shall execute and record a release or releases contam1ng a satisfa~;tory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed 1n the.GenEW"al 
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 owrl!r._~ 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, thep.~ 
CommiSSioner at h1s sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and reco.j'g !\~Jch 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and ~ch 
designation shall be binding upon Lessee for all purposes. • • •••••• 

17. OFFSET WELLS. Neither the bonus, delay rentals. nor royalties paid, or to be paid, under this lease shall relieve Lessee of h1s o~l~at1~n 
to protect the oil and gas under the above-descnbed land from be1ng drained. Lessee, sublessee, rece1ver or other agent 1n control of the:reese\! 
premises shall dnll as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue dral~age of 
oil and gas from the leased premises. In addition, if 011 and/or gas should be produced in commercial quantities within 1,000 feet of the leased prem1ses. 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent 1n control of the 
leased premises shall 1n good farth begin the drilling of a well or wells upon the leased premises Within 100 days after the dra1nmg 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 dnlling w1th diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or 1mplied covenant of th1s lease. 
from conducting drilling operations on the leased premises. or from producing oil or gas from the leased premises by reason of war, rebellion. nots. 
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 conductmg drilling and reworl<ing operations or from producmg 011 or gas from the leased 
prem1ses. However. nothing in this paragraph shall suspend the payment of delay rentals in order to mamtain th1s lease 1n effect during the pnmary 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 nghts of the owner of the soil in the leased prem1ses by paymg 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 1n the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be pa1d 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 prov1ded to be pa1d 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 so1l. The Commissioner of the General Land Office shall be paid the value of the whole product1on allocable to any und1v1ded 
interest not covered by a lease. less the proportionate development and production cost allocable to such und1v1ded interest. However, 1n 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 th1s lease is mcluded w1thm the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance w1th Natural Resources Code Sect1ons 
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 bas1s hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determmed on a per acre bas1s under the terms of th1s lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, 1f after the expiration of the pnmary 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 sa1d land necessary for operat1ons 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 su1table for livestock or 1rngat1on purposes 
for waterflood operations Without the prior consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the so1l for damages caused by 1ts operat1ons 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 rts pipelines below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on sa1d prem1ses without 
the wntten 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 
facilit ies 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 pnvate properties. Lessee shall build and 
mamtain 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 s1te of all rubb1sh 
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 operat1ons 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 wntten 
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 machmery, 
fixtures , or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in th1s paragraph and Paragraph 29 of th1s lease. the nghts and estates of e1ther 
party to th1s lease may be assigned, in whole or in part, and the prov1s1ons of this lease shall extend to and be bmding upon the1r he1rs. dev1sees. legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties w1ll 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 roya1t1es shall bind Lessee for any purpose unhl th1rty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee w1th satisfactory wntten evidence of the change 
in ownership, including the original recorded muniments of title (or a cert1fied 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 1nterest assigned, relieve and d1scharge Lessee of all subsequent 



obhgattons 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 apporttoned 
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 
thts 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 certttied 
copy of such assignment in the General Land Office before the next rental paying date. the entire lease shall termmate for failure to pay the enttre 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 
origmallessee or any prior asstgnee of the lease. including any liabthltes to the State for unpatd royalttes. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), tf the owner of the soil acqwes thts lease 1n w~qj~ or 11 
part by asstgnment without the prior written approval of the Commisstoner of the General Land Office. this lease is void as of the time of asstgnmen .. ~ 
the agency power of the owner may be forfeited by the Commtssioner. An assignment will be treated as if it were made to the owner of the sot I tL the 
asstgnee ts: 

(1) a nominee of the owner of the soil; :• • • • 
(2) a corporation or subsidiary in whtch the owner of the soil ts a pnnapal stockholder or is an employee of such a corporation or subst~ta~:. 
(3) a partnership 1n 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 wh tch is the owner of the sotl; 
(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. recetver. or conservator b.ta: • 
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 thts 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 thts lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by thts lease 
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under thts lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of thts lease is assigned or released, such asstgnment 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 tiled in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed tiling fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the optton of the 
Commtssioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been mcluded tn thts mstrument. 
mcluding the statement of the true consideration to be paid for the execution of this lease and the rights and duttes of the parttes. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease tnvalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's mterest 1n 

the leased premtses. When the interests of the owner of the soil confltct wtlh those of the State, the owner of the soil ts obligated to put the States 
mterests before hts personaltnterests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after 11 becomes due, or tf Lessee or an 
authorized agent should knowtngly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to dnll any 
offset well or wells in good fatth as required by law and the rules and regulations adopted by the Commtssioner of the General Land Office, or tf 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 Commtssion, or if Lessee should refuse the proper authority access to the records pertatnmg to operattons, 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 furntsh 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 asstgned and the 
assignment is not tiled in the General Land Office as required by law. the rights acquired under this lease shall be subject to forfetture 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 termmation of thts 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance wtlh 
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 
thts lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premtses, all proceeds whtch 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 hen and security interest may be foreclosed wtth or wtthout court proceedmgs 1n 

the manner provided in the Tttle 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commtssioner may reqwe 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 hens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acqutstllon of thts lease 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfetted as provtded 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under thts lease wtth any other 
leasehold or mtneral interest for the exploration. development and production of otl 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 untlizing of the interest of the State under thts lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of thts provtsion in thts lease sattsties 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 sotl, thetr officers, employees. partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of actton 
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 operattons 
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 thts 
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 asstgns, 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 liabtlity, tncluding attorneys' fees and other legal expenses, includtng 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 ansmg 
from or in any way related to Lessee's operations or any other of Lessee's acllvtties on the leased premises; those aristng 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 provtstons of thts Agreement 
or any other act or omission of Lessee, its directors. officers, employees, partners, agents, contractors, subcontractors, guests, mvttees, and thetr 
respective successors and asstgns. Each assignee of this Agreement, or an interest therein, agrees to be liable for. exonerate, mdemntfy, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees. and agents 1n the same manner provided above tn connectton wtth 
the activittes 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. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contammat1on or 
pollution of any enwonmental medium. including soil. surface waters , groundwater, sediments, and surface or subsurface strata, amb1ent a1r or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contammant. Lessee shall not bring or permit to rema1n 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 1n the Comprehensive Environmental Response, Compensation and L1ab11ity Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals"), except 
ordinary products commonly used in connection w1th oil 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 HEREUNDi5!-ANi> 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAI~ 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COWRT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELE~. QR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPA~1 .,Q~ 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND Wl\"giQ 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ~T 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS .PF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RES~ON~ 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMED~fl"'RV 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH o~.TH~ 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FRO'I' ~tl~ 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision m th1s lease does not conform to these 
statutes, 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 fi led of record in the county records and 
1n the General Land Office of the State of Texas. Once the fi ling requirements found in Paragraph 39 of lh1s 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 1n any county in which all or any part of the leased premises is located, and certified copies thereof must be fi led 1n the General Land 
Office. This lease is not effective until a cert1fied copy of this lease (which IS made and cert1fied by the County Clerk from his records) IS filed 1n the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be bmdmg upon the State unless 1t 
rec1tes 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 lh1s lease, the rentals for this lease have been PAID-UP for the second (2"") and 
third (3nt) 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 fi fth (5"') 
years of the primary term provided for herein by tendering a payment of one thousand six hundred dollars ($1600.00) per net acre. such payment to be 
divided equally between the State of Texas and the owner of the soli and made prior to June 16, 2015, 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 pnor 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 begm a continuous dnlling program Wllhm 
180 days after the end of the primary term or within 180 days after complet ion of such well or the cessation of such operations. whichever 1s the later 
date: and thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration umts have been 
dnlled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeedmg well. Should Lessee 
fa il to begin the continuous drilling program or subsequently default in the performance thereof, then in e1ther event, this lease shall termmate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producing, capable of producing or upon wh1ch operations are 
be1ng 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 th1s paragraph: i) the term "commission" means the Railroad Commiss1on of the State of Texas or any 
successor agency, ii) the term "proration unit" means any acreage designated as a drilling uml or production unit in accordance w1th the rules of the 
comm1ssion (or any other governmental authority having jurisdiction) or any unit formed by pooling as provided in th1s lease or otherw1se, ni) the terms 
"commenced" and ·commencement" mean the date when a well is spudded, and iv) the terms "completed" and "completion" mean the date the 1n1t1al 
potential test report is filed w1lh the commission, if a productive well, or the date the plugging report is filed with the commiSSIOn. If a dry hole, m e1ther 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of lh1s lease, Lessee shall continue to have 
the nghts of ingress and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled therew1th. 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. gathenng 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 th1s 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. 



•• 

STATE OF TEXAS 

' ' 

BY· TIMOTHY A. SKINNER \ 
Individually and as Agent for the State of Texas 

Date: c:S \A ....... ~ d-l • :Jo 11..-:-­
\ 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

By: P-H Energy, LLC . Its General Partner 

~ --}'"-":C,..C.."""''--"'=-..L.:...~......!:=:.....<oc:>o-------1~~ • • • • 

Date: ----'?_..C----'<1_,_/.....:z~~_;n__~=----

(CORPORATION ACKNOWLEDGMENT) 

• • •• 
• 

l
• • 
• • •• 
•••• • •••• 
• 

• • •••••• • 
•• • • • • • •• 

BEFORE ME, the undersigned authority, on this day personally appeared l!.:Jo~h.:.:.n,_,W=-. W.:=a""ls,_,h'-------------------

known to me to be the person whose name is subscribed to the foregoing instruments as ~A.!!:tto~r.!.!n£.evz..:·.:.:.i n!.:;-F,_,a~c,..t _______________ _ 

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 act and deed of said lim1ted partnership. 

Given under my hand and seal of office th1s the __ q_._-m _____ day of J u{y ,2012 

kittr 

STATE OF WISCONSIN 

couNTY oF Lo tKo>5e 

Notary Public in and for _JJ ........ e .... .X:~(),~~,.~o---------

(ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared TIMOTHY A. SKINNER 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 there1n expressed, m 

the capacity stated and as his free act and deed. 

Given under my hand and seal of office this the ___ ..::::J-L.z ___ .day of t:;Jtt /VL ,2012 

Notary Public in and for (Lk//.r ra re:;t/ &4/" /V-/J. 
~h:./-f of'~ a ,·H:o,.r- rJ 

~ (!~ ..k.f'(~ !~d~1~1S-

12-0~.:93 
DIANNE 0. f LO,u:z 
COUN fY CLEt( t< 

2012 .Jul19 <~l OJ '22 rtf1 
RLE'w'ES COU,HY. IC\AS 

By: AC Au.. )lAA 0. e._ ·_. Dt P(jl'r' 
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PETROHAWK ENERGY CORPORATION 
1000 LOU I SIAN,~ STREET. SUI fE 5600 · HOUSTON, TX 77002 832-204-2787 

REFEh ENCE INVOICE DATE INVOICE NO. INVOICE AMT. 

AMB28JUNE201 6/28/12 CKREQ-GENERA 256,000.00 
2-2 L.LAND.OFFICE-0 

6/28/12C 
SOIL OWNERS:DEAN ERIC SKINNER 1/16, TIMOTHY A 
SKIN 

I 

PRid R PAYMENT 

CHECK NO 1 0 7 3 4 5 
----------- 0 ~ 

DISCOUNT I AMOUNT PAID 

12713796 
256,000.00 

~ 

I 

/0 ~~ (o~ lo. ~'I 
~5". 33? .3 3 

I 

•• • ·· l·.t 
• •••••• . , 

• .. .. • • • • • 

• 
•• • • • • •• 

f 

I • • 

VENDOR 

47R04S TFXAS GFNFRAL LAND OFFICE 

3~, eoc. (gt) 

It I ()7rO - o-o 
I~~ crrro . ()-D 

~5',, oorJ . ()() 

CHECK DATE 

06/29/12 
TOTAL _/ 

,_$256,000.00 



- JULY 2, 2012 REQUEST 
Section 18, Block 54, Township 4, T & P RR Co. Survey, Reeves County, Texas 

THE SE/4 AND THE NW/4 

Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 
1-'etco Limited 320 1/2 160.00000000 $1 ,600.00 $128,000.00 $128,000.00 $256,000.00 
TOTALS 1/2 160.00000000 $128,000.00 $128,000.00 $256,000.00 

Section 28, Block 54, Township 4, T & P RR Co. Survey, Reeves County, Texas 

Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 
Ann Thompson White 640 1/3 213.33333333 $1 ,600.00 $170,666.67 $170,666.67 $341 ,333.33 
John M. Thompson, Ill 640 1/6 106.66666667 $1 ,600.00 $85,333.33 $85,333.33 $170,666.67 
James Cash Thompson 640 1/6 1 06.66666667 $1 ,600.00 $85,333.33 $85,333.33 $170,666.67 
James Cash Thompson, et ux 640 1/3 213.33333333 $1 ,600.00 $170,666.67 $170,666.67 $341 ,333.33 
TOTALS 1 640.00000000 $512,000.00 $512,000.00 $1 ,024,000.00 

Section 18, Block 54, Township 4, T & P RR Co. Survey, Reeves County, Texas 

THE SW/4 AND THE NE/4 

Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 
, Dean Eric Skinner ./ 320 1/16 20.00000000 $1 ,600.00 $16,000.00 $16,000.00 $32,000.00 
· Timothy A Skinner _...,. 320 1/16 20.00000000 $1 ,600.00 $16,000.00 $16,000.00 $32,000.00 

J&M Raymond, Ltd ..../ 320 1/3 1 06.66666667 $1 ,600.00 $85,333.33 $85,333.33 $170,666.67 
Vaughan-McEivain Energy, Inc./ 320 5/12 133.33333333 $1 ,600.00 $106,666.67 $106,666.67 $213,333.33 
The Revocable L1vmg Trust of E.P. Williams and 
Dorothy Jane Williams _./" 320 1/8 40.00000000 $1 ,600.00 $32,000.00 $32,000.00 $64,000.00 
YOTALS 1 320.00000000 $256,000.00 $256 ,000.00 $512,000.00 

.• 



EXPLORATION· LAND SERVICES, LLC 
P 0 Box 52105 • Lafayette, Louisiana 70505-2105 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explor.ationlal"'p.eom 

JuJy 2, 2012 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 

tephen F. Austin Building, RM 847 
Austin, Texas 78701 

Re: Oil, Gas and Mineral Leases 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewith, please frnd five (5) checks, made payable to the Commissioner of the General 
Land Office, as well as a copy of each check. Also enclosed is a report prepared for you containing 
a calculated breakdown of the interests and property the checks cover. 

Date 
06/29/2012 
06/29/2012 
06/29/2012 

MF 11 ti-2-ts A--c:o6/2912012 
06129/2012 

Check o. 
107342 
107343 
107344 
107345 
107346 

Amou nt 
$35,625.00 

$128,000.00 
$512,000.00 
$256,000.00 
$106,000.00 

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. 

Sincerely yours, 

1Lat~~jfzJim«Jt 
encl. 



EXPLORATION LAND SERVICES, LLC 

Texas General Land Office 
Date Type Reference 

"~ J 7/23/2012 . Bi!l ~&ProcessingFee . ~ 

" . 

- - r. 
(j - to,; : ~ 

.. ' c; 

Original Amt. 
2,250.00 

7/23/2012 
Balance Due Discount 

2,250.00 
Check Amount 

Iberia Bank Filing Fees-26 Leases; Processing Fees- 16 Tra .. (' 

• • • • • • 
• R~~~RATION LAND SERVICES, LLC 

• • Texas General Land Office 
: ~.a.te Type Reference 

•• • f /23/2012 Bill Filing& Processing Fee 
•• • • • • • • • 
• 

•• • • • • •• 

Original Amt. 
2,250.00 

7/23/2012 
Balance Due Discount 

2,250.00 
Check Amount 

Iberia Bank Filing Fees-26 Leases; Processing Fees- 16 Tra 

EXPLORATION LAND SERVICES, llC 

Texas General Land Office 
Date Type 
7/23/2012 Bill 

Received By: 

• 
Iberia Bank 

C CHECKS UNLIMITED" o PARCHMENT o TO REORDER: 1-soo-667·2439 ° www.ChecksUnllmlled.com 

s • 

4049 
Payment 
2,250.00 
2,250.00 

'J, 2,250.00 

Payment 
2,250.00 
2,250.00 

4049 

2,250.00 

2,250.00 
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TEX A S JER A L L.L-\ 

December 3, 20 12 

Micah Strother 
Petrohawk Properties 
1360 Post Oak, Suite ISO 
Houston, Texas 77056 

Re: State Lease MF 114285 

Dear Mr. Strother: 

JERRY PATTERSO 1, COMMISSIO ER 

Five RAL leases covering 320 ac., Sec. 18, Blk. 54, T-4, A-
5785, T&P Ry Co. Survey, Reeves Co, TX 

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

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

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

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

Sincerely yours, 

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

Stepht.:n F Austin Building · 1700 North Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 · 800-998-4GLO 

www.glo.srare. tx. us 



, 
State Lease No. Lessor as agent for State ofTX Dated Recorded Vol/Page Bonus Amount 

MF114285A Vaughan-McElvain Energy 06116112 File 12-05295 $ 106,666.67 

MF1 14285B J&M Raymond 06/16/12 File 12-05294 $85,333.34 

MFI14285C Living Trust EP Williams & Dorothy Williams 06/16/12 File 12-05296 $32,000.00 

MFI14285D Dean Eric Sldnner 06/16112 File 12-05292 $16,000.00 

MF1 14285E Timothy A. Skinner 06/ 16/ 12 File 12-05293 $16,000.00 
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PANTHER ENERGY COMPANY II LLC 
6100 S YALE, SUITE 600 

TULSA, OK 7 4136 

CHECK NO 

12374 

Bank of Amencat ,5 7 12 71 6 
Tulsa. 

CHECK DATE CHECK AMOUNT 

05/26/15 $*"*******106,666.67 

PAY ***106,666 Dollars and 67 Cents 

PAY 
TO THE 

ORDER 

OF 

TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN TX 78701 

PANTHER ENERGY COMPANY II LLC 6100 S YALE, SUITE 600, TULSA, OK 74136 91 8/583-1396 

INVOICE 

513201 5F 

• •• • • ••• 
• 

DATE DESCRIPTION 

05/13/15 SAND LAKE PROSPECT 

4th & 5th Yea r Delay Rental - Oil & Gas Lease 

State of Texas, acting by and through its agent, Vaughan-McElvain Energy Inc MF-114285A 

Sec 18, Blk 54, T4S, T&P Survey, Reeves Co TX ..... 
• 133.333333 acs @ $1600 per acre split between State ofTexas & Vaughan-McElvain Energy Inc 

••• • • • • • • 
. ,, 

••• • • • • • •• 

VENDOR TEX0009 CHECK 12374 DATE 05/26/15 

NET 

\ ?-- \ 

106,666.67 



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

• • . 
• • • • • . . • . ••• 

File No.~ 1}4-2.SJS- A­
~~$Tif Ret1-k ! 
Lec<;e A 
Date Filed: b /J-/ 'J..o/~ 

~corgc P. Bush, Commissioner 
By B.ti_ 



PANTHER ENERGY COMPANY II LLC 
6100 S YALE, SUITE 600 

TULSA, OK 74136 

CHECK NO 

12370 

Bankof Amen~~ 712 713 
Tulsa 

CHECK DATE CHECI< AMOUNT 

05/26/15 

PAY ***85,333 Dollars and 34 Cents 

PAY 
TO THE 

ORDER 

OF 

INVOICE 

51320158 

••• • • • •••• 

••• • • ••• 

• 
• •• • • • •••• 

TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN TX 78701 

11•00 • 2 ~ 7011
1 ·=···· 

PANTHER ENERGY COMPANY II LLC 6100 S YALE, SUITE 600, TULSA, OK 74136 918/583-1396 

DATE DESCRIPTION 

05/13/15 SAND LAKE PROSPECT 

4th & 5th Year Delay Rental - Oil & Gas Lease 

State of Texas, acting by and through its agent, J&M Raymond Ltd 

Sec 18, Blk 54, T4S, T&P Survey, Reeves Co TX 

106.666667 acs @ $1600 per acre split between State of Texas & J&M Raymond Ltd 

MF-1142858 

NET 

x 85,333.34 

I;- I 

VENDOR TEX0009 CHECK 12370 DATE 05/26/15 85,333.34 



• • • ' . . :· . 
•• 

••• . . --:· .. • • . : .... · • •• • • •• 

Date Filed: 6/2 / 2-of~ 
By f5 ~eorge P. Bush, Commissioner 



PANTHER ENERGY COMPANY II LLC 
6100 S YALE, SUITE 600 

TULSA, OK 74136 

CHECK NO 

12369 

Bank of America-Mai 5 7 12 712 
Tulsa, 

CHECK DATE CHECK AMOUNT 

05/26/15 $*********32, 000. 00 

PAY ***32,000 Dollars and No Cents 

PAY 

TO THE 

ORDER 

OF 

INVOICE 

513201 5A 

• •• " . . •••• 
• ••••• • • 

••• • • • 

/' 
-. 
• •• • • • •• • • 

TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN TX 78701 

PANTHER ENERGY COMPANY II LLC 6100 S YALE, SUITE 600, TULSA, OK 74136 918/583-1396 

DATE DESCRIPTION NET 

05/13/15 SAND LAKE PROSPECT x 32,000.00 

I~\ 
4th & 5th Yea r Delay Renta l - Oil & Gas Lease 

Stat e of Texas, acting by and through its agent, The Revocable Living Trust of E P Williams and Dorothy 

Jane Williams, Linda J M arooney, Successor Trustee MF-114285( 

Sec 18, Blk 54, T4S, T&P Survey, Reeves Co TX 

40 acs@ $1600 per acre split between State of Texas & Williams Trust 

VENDOR TEX0009 CHECK 12369 DATE 05/26/15 32,000.00 



• • • • • • •• • • • . . ,.....,,,. . .. , ..,.....,,,..... . . . 
• 

••• •• 
• • .. . 

•• •• • • O & O 

')ate Filed: " /2- { '2--0( ~ 
·,,, 1>JXeorgc P. Bush C -:.-:----·- - , omm1ssioner 



PANTHER ENERGY COMPANY II LLC 
61 00 S YALE, SUITE 600 

TULSA, OK 74136 

Bankof~nca-1 n5 712 714 
Tulsa, 

CHECK NO CHECK DATE CHECK AMOUNT 

PAY *** Sixteen Thousand Dollars and No Cents 

PAY 
TO THE 

ORDER 

OF 

TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN TX 78701 

12371 05/26/15 $*********16,000.00 

PANTHER ENERGY COMPANY II LLC 6100 S YALE, SUITE 600, TULSA, OK 741 36 918/583-1 396 

INVOICE 

5132015C 

••• • • ••• 
••••• • 

• 

·- . • • • • •• 

• •• . . -•••• 

DATE DESCRIPTION 

05/13/15 SAND LAKE PROSPECT 

4th & 5th Year Delay Rental - Oil & Gas Lease 

State of Texas, acting by and th rough its agent, Dean Eric Skinner M F-114285D 

Sec 18, Blk 54, T4S, T&P Survey, Reeves Co TX 

20 acs @ $1600 per acre split bet ween Stat e of Texas & Dean Eric Skinner 

VENDOR TEX0009 CHECK 12371 DATE 05/26/15 

NET 

x 16.000 00 

16,000.00 



• ••• • • . 
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Date Filed: ~/1,. f 1,.o/5' 
!eorge P. Bush, Commissioner 

Ry J>~ 
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PANTHER ENERGY COMPANY II LLC 

6100 S YALE, SUITE 600 
TULSA, OK 74136 

CHECK NO 

12372 

Bank of Amenca~_r,5 7 12 715 
Tulsa 

CHECK DATE CHECK AMOUNT 

05/26/15 $*********16,000.00 

PAY *** Sixteen Thousand Dollars and No Cents 

PAY 

TO THE 

ORDER 

OF 

INVOICE 

51320150 

••• • • ••• 

• 
• • . . . 

• •• 

• •• • • • •••• 

TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE 
AUSTIN TX 78701 

111 0 0 • 2 j 7 2 111 

PANTHER ENERGY COMPANY II LLC 6100 S YALE, SUITE 600, TULSA, OK 74136 918/583-1396 

DATE DESCRIPTION 

05/13/15 SAND LAKE PROSPECT 

4th & 5th Year Delay Rental - Oil & Gas Lease 

State of Texas, acting by and through its agent, Timothy A Skinner MF-114285E 

Sec 18, Blk 54, T4S, T&P Survey, Reeves Co TX 

20 acs @ $1600 per acre split between State ofTexas & Timothy A Skinner 

NET x 16,000.00 

VENDOR TEX0009 CHECK 12372 DATE 05/26/15 16,000.00 
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Date Filed: '/1-/ ~{~ 
:<:eorgc P. Bush, Commissioner 

By Js~ 



March 23 , 2017 

Mr. teve Towns 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BU H , COMM I SS ION ER 

Certified Mail: 7016 2070 0000 7391 7956 

Consultant for Panlher Exploration, LLC 
Towns & Hagemann, Inc. 
130 1 ueces lreet 

uite 102 
Austin, Texas 78701 

RE: Your Application Requesting Perm ission to urface Commingle Oi l and Gas Production 
from the Titan tate Unit 16 Lease, Relinquishment Act Lea e (RAL) MF 116554 MFl 16791, 
and MFl 181 63, GLO Unit 8343; the Mac tate 20 Lease, RAL MF l 16344· an.d the Fiver State 
18, RAL MF109880, MF l 14285 MFl 15997, and 1Fl 18232, GLO Unit 8293, RRC 
Commingling Perm it 08-Pending, Reeves County, Texas. 

Dear Mr. Towns: 

P lease reference your letter with attachments, dated March 7, 2017, reques ting permission Lo 
surface conuning le the subject State leases at the Titan State Unit 16 Tank Battery. 

Panther Exploration, LLC staff propose to separate then meter the gas oil , and water production 
from each individual state lease/unit uti I iz ing dedi.cated thTee-phase prod uction separators 
equipped with meters prior to commingling the production into common separation and storage 
al the Titan tate Unit 16 Battery. The pw·pose of the commingling permit is to allow 
commingling of Lbe oil and gas production from multiple RRC leases and State leases/un its into 
common separation and storage at the Titan tale Unit 16 Battery. The state's net royalty interest 
is Lhe san1e fo r all leases/uni ts in the scope of the comm ingling permit; however in this case 
multiple surface owners and leases exist. 

ln this specific case, per the conditions of commingling below, the production royalty shall be 
due based on the proportionate share of the gross or total energy content (MMBTUs) of gas and 
stock tank barrels of oil produced monthly as determined by the metered volumes obtained 
monthly by Panther Explorati.on staff. 

Accord ing to the narrative provided with the appl ication, Panther Exploration staff propose to 
a llocate the gas production of each state lease by applicat ion of the molecular balance method 
using the separated and metered gas volumes. 

Please note that since Panther Exploration LLC staff did not provide any specific details 
regard ing their allocati on methodology per the GLO commingling application requirements, then 

1700 North Congress A venue, Austin, Texas 78701- l 4 95 
P.O. Box J 2873, Austin, Texas 787 l 1-2873 

5 l 2-463-500 I glo.tcxas.gov 



Mr. leve Towns 
Consultant for Panther Exploration, LLC 
Towns & Hagemann, Inc. 
March 23, 20 17 
Page 2 of 3 

the GLO may not accept any fo rm of allocation unless and until we have been provided deta il ed 
a llocation methodology information (e.g., gas vo lume and energy content determined by 
molecular balance and metered oil vo lumes corrected lo stock tank conditions per API MPM 
metl1ods with stock tank oil inventory and sa les a llocations) . lf an a llocation methodology has 
been applied, then GLO staff might disagree with yom allocation methodology in the context of 
an audit. 

P lease be advised that the subject app lication is approved subject to the fo llowing conditions. 

1. All lease oil production royalties shall be due based on the proportionate share of the total oil 
production (in stock lank barrels) that are al located to each RRC Lease ID/lease determined 
by the oil meter readings of the Corioli s type meters at the dedicated three-phase metering 
production separators serv ing each lease/uni t. The oil meter volW11es shall be corrected from 
the indicated volumes lo stock tank barrels per APJ MPM methods. In this specific case the 
Lessee may pay monthly oil royalties per Texas Admi nistrative Code (TAC) Title 31 , Part l , 
Chapter 9, ubchapter D, Rule §9.5 1. 

2. All lease gas production royalties shall be due based on the proportionate share of the total 
gas production determined by the molecular balance method based on the sum of: ( I ) the gas 
production volumes and energy content as measured at the orifice meter located downstream 
of each well 's dedicated metering separator, (2) the applicable separator fla h gas as 
determined by the performance of laboratory fl ash separation tests or per industry standard 
correlations, based on the proportionate share of the total monthly oi l production al located lo 
each lease well; and 3) any other non-sa les dispos it ions such as ruel, vent, and flare vo lumes. 
Please be advised that GLO staff ex peels state lessees lo periodically capture oil/condensate 
samples at each production separator. The captured oil/condensate sample should then be 
subjected to a fl ash separatjon test per API MPMS Chapter 20 to obtain the o il/condensate 
shrinkage factor, so lution GOR, and solution gas composition al production separator 
conditions fo r each individual well. This data will be used during GLO audits to adj ust 
metered oil/condensate volumes at the appropriate separator to stock tank conditions. Ab ent 
that oi [/condensate slu·inkage data, GLO staff will use industry standard correlations lo make 
the oil or condensate metered volume adj ustment. The gas BTU content and component 
analysis obtained al each well separator and fac ility gas meter shal l be determined by gas 
sample chromatographic analysis or other ind ustry-accepted practices. 

3. Retain, fo r lease audi t purposes, all meter and test records, volume statements/reports, oil and 
gas analysis reports, and sl1rinkage/flash gas calculation records for all stale lease wel ls in the 
scope of the commingle permit [or a period of at least seven (7) years after creation of each 
report or record. 

4. All measurement shall be in accordance with the American Gas Association (/\GA) 
standards and all applicable chapters of the American Petro leum Institute (API) Manual of 
Petro leum Measurement Standard (MPM ). 

5. All measuring equipment (o il and gas) shall be ca librated and adjusted as necessary by 
Lessee or as frequently as deemed necessary due to cleaning, repair, replacement, or any 



Mr. Steve Towns 
Consultant for Panther Exploration, LLC 
Towns & Hagemann, Inc. 
March 23, 2017 
Page 3 of 3 

other condition that affects the accuracy, repeatability, and linearity of a meter but not less 
frequently than once per calendar quarter, at intervals not to exceed I 00 days. 

6. Any changes to the flow process, metering scheme, or the add ition of any wells that are not 
cwTently processed at the commingling facil ity shall require the Lessee lo obtain permission 
from the GLO prior to making said changes. 

If you have questions, please contact me at (5 12) 475-2230, or by FAX at (5 12) 475-1543. My 
e-mail address is mallhew.scott@glo.state.tx.us 

incerely, 

Matthew T. Scott, P.E. 
Petroleum Engineer 
Energy Resources/Mineral Leasing 

cc: Robert Hatte r, Deputy Director of Energy Resources 
Dale Sump, Director of Minerals Audit 
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Anadarko E&P Onshore LLC 
Your Copy 

ST ATE OF TEXAS 
OFFICE 
1700 N CONGRESS AVENUE 
STEPHEN F AUSTIN BLDG 
AUSTIN, TX 78701-1436 

\""''-' \\..)1'-'l ' 

Mf \\ 3Z3Z 

Division Order 

See reverse for list of 

Properties and Interests. 

Effective Date: Date of First Sales 

The undersigned certifies the ownership of their decimal interest in production as described above payable by Anadarko 

E&P Onshore LLC (Payor). 

Payor shall be notified, in writing, of any change in ownership, decimal interest, or payment address. All such changes shall 

be effective the first day of the month following receipt of such notice. 

Payor is authorized to withhold payment pending resolution of a title dispute or adverse claim asserted regarding the 

interest in production claimed herein by the undersigned. The undersigned agrees to indemnify and reimburse Payor any 

amount attributable to an interest to which the undersigned is not entitled. 

Payor may accrue proceeds until the total amount equals $100, or Sept. 30 whichever occurs first, or as required by 

applicable state statute. 

This Division Order does not amend any lease or operating agreement between the undersigned and the lessee or 

operator or any other contracts for the purchase of oil or gas. 

In addition to the terms and conditions of this Division Order, the undersigned and Payor may have certain statutory rights 

under the laws of the state in which the property is located. 

Note: NADOA Model Form Division Order (Adopted 9/95) 

Special Clause(s): ·payee agrees that by execution of this DO and returning the signature page to Payor that the signature 

page will be attached to Payor's duplicate original of this instrument and treated as an original for all purposes. 

RV45678204 

STATE OF TEXA S 

OFFICE .... 
Signature of Witness Owner Signature/Corporate Title Owner Address (If different from above) 

Signature of Witness Owner Signature/Corporate Title City, State Zip Code 

0 ".'ner Daytime Phone 

Email Address 

*Failure to furnish your Socia I Security/Tax ID number will result In withholding tax In accordance with fodoml law and any tax withheld 
will not bo rofundablo by payer. 

•• All Individual parties must completo and return the enclosed W9 to ensuro proper paymonl Additional forms may bo obtained at www.lrs.gov 

Please return to: 

Anadarko E&P Onshore LLC 
P.O. BOX 1330 
HOUSTON, TX 77251 -9874 
1-800-359-1692 

Page 1 of 2 

Date Prepared: 
Prepared By: 
Suspense Flag: 

August 25, 201 7 
MASON PAYNE 
N 



Property 
407365 

Property Name 
FIVER STATE 18 1H 

Legal Description: 

Product 
All Products 

State/County 
TX/REEVES 

Int Type 
RI 

640 ACRES MORE OR LESS BEING SECTION 18, BLOCK 54, T-4S, T&P RR CO SVY, REEVES COUNTY, TX, 
COMPRISED OF THE FOLLOWING TRACTS: 

TR 1 (320 ACRES): NE/4 AND SW/4 OF SECTION 18, BLOCK 54, A-5785, REEVES COUNTY, TX 
TR 2 (320 ACRES): SE/4 AND NW/4 OF SECTION 18, BLOCK 54, A-1997, REEVES COUNTY, TX. 

Interest 
0.00634063 

'Failure to furnish your Social SecurityfTax ID number will result in withholding tax in accordance with federal law and any tax withheld 
will not be refundable by payer. 

•• All Individual parties must complete and return the enclosed W9 to ensure proper payment. Additional forms may be obtained at www.lrs.gov 

Please return to: 

Anadarko E&P Onshore LLC 
P.O. BOX 1330 
HOUSTON, TX 77251-9874 
1-800-359-1692 

Page 2 of 2 

Date Prepared: 
Prepared By: 
Suspense Flag: 

August25,2017 
MASON PAYNE 
N 



ovember 9, 20 17 

Mason Payne 

TEXAS GENERAL lAND OFFICE 
GEO RGE P. BU S H , C OMM IS IONER 

D ivis ion Order Analyst 
Anadarko E&P Onshore LLC 
P .O. Box l 330 
Houston, TX 7725 1-9874 

Re: 
/ 

State Lease Tos. MF I 09880, MFl 14285, MF 115997 and MF 118232 Fiver State 18 1 H 

D ear Mr. Payne: 

The Texas Genera l Land Office (GLO) has received your Division Order for the referenced unit. 
Thi s Division Order has been fi led in the appropriate mineral .file(s). 

The payment of royalties attributable to state-owned mineral and royalty interests is set by 
contract and applicable statutes and rules. The execution of div ision orders may, in some cases, 
affect the manner in which such payments are made or calculated. Therefo re, Title 3 1, §9.32, of 
the Texas Administrati ve Code specifies that GLO staff cannot execute a division order or bind 
the state to any term s contained within it. 

ubject to ap plicable state Jaw and the state' s ri ght to take its production in -kind, the GLO 
acquiesces to the sale of oil and gas in accordance with the term s and conditions set out in the oil 
and gas leases. If you have questions concerning thi s matter, please feel free to e-mai l me at the 
address below my signature. 

We look forwa rd to being put on pay status as soon as you are able to set up the well s in our 
RR.AC system . 

Thank yo u, 

JJJJJM\\ 
Vivian Hernandez ~ 
Landman, Energy Resources 
5 12-475-0428 
512-475-1 543 (fax) 
vivian.hernandez@ glo. texas.gov 

1700 Nonh Congress Avenue, Austin, Texas 7870 1-1 495 
P.O. Box 12873, /\ ustin, Texas 787 11 -2873 

512-463-500 I glo.texas.gov 
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Texas General Land Office 
Reconciliation Billing PO Box 12873 

Au stin, TX 78711-2873 
(800) 998-4456 
8 :oo - 5:00 M-F George P. Bush, Commissioner 

RKI Exploration & Production, LLC 
Attn: Lou Ann Gruber 

3500 One Williams Ctr 
Tu lsa, OK 74172-0135 

Invoice , Mineral File I Gas Royalty 

18I00402 MF109880 $3,286.90 

18I00403 MF109880 $0.00 

18I00404 MF114285 $6,762.75 

18100405 MF114285 SO.OD 

18100406 MF115997 $1,644.00 

18I00407 MF115997 $0.00 

18I00408 MF118232 $1,692.07 

18I00409 MF118232 $0.00 

Total Due $13,385.72 

' Oil Royalty 

$0.00 

$11,513.03 

$0.00 

$44,586.77 

$0.00 

$11,770.25 

$0.00 

$10,626.00 

$88,496.05 

Billing Date: 

Billing Due Dat e: 
Customer Number: 

Penalty Interest; 

$344 .11 $87.39 

$2,151.31 $596.86 

5688.18 $181 .58 

- $4,458.67 _ $1,236.69 

$184 .61 $43.71 

$1,177 .02 $328.65 

$209.61 $45.53 

$1,062.60 $294.07 

$10,276.11 $2,814.48 

4/5/2018 
5/5/2018 

C000048105 

Total Due 

$3,718.40 

$24,261.20 

$7,632".sI 

$50,282.13 

$1,872.32 

$13,275.92 

$1,947.21 

$11,982.67 

$ 114,972.36 

Penalty and interest have been calculated thru 4/30/2018. Payment remitted a~er 4/30/2018 will 
result in additional penalty and interest charges. 

Contact Info: Andrea Charlton (512) 463-5190 or Andrea.Charlton@GLO.TEXAS.GOV 

NOTICE 

• Please update GL01 and GL02 production reports to correct volumes. 

• Please do not update GL03 report to include billed royalty, penalty or interest. This receivable has already 
been recorded. 

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or 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, consequent ly, 
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues. 

Detach and return with payment 

Reconciliation Billing 

RKI Exploration & Production, LLC 

Billing Date: 4/5/2018 

Billing Due Date: 5/5/2018 

Customer Number: C000048 105 

Invoice Mineral File Gas Royalty 

18I00402 MF109880 $3,286.90 

18I00403 MF109880 $0.00 

18100404 MF114285 $6,762.75 

Oil Royalty : 

$0.00 

$21,513.03 

$0.00 

-

Remit Paym ent To: 

Texas Genera l Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Penalty , Interest 

$344 .11 $87.39 

$2,151.31 $596 .86 

$688.18 $181.58 

Total Due 

$3,718.40 

$24,261.20 

$7,632.51 



Texas General Land Office 

George P. Bush, Commissioner 

18I00405 MF114285 $0.00 $44,586.77 $4,458.67 

18I00406 MF115997 $1,644.00 $0.00 $184.61 

18I00407 MF115997 $0.00 $11,770.25 $1,177.02 

18!00408 MF118232 $1,692.07 $0 .00 $209.61 

18I00409 MF118232 $0.00 $10,626 .00 $1,062.60 

Total Due $13,385.72 $88,496.05 $10,276.11 

Amt. Paid 

PO Box 12873 
Austin, TX 78711-2873 

(800) 998-4456 
8:oo - 5:00 M-F 

$1,236.69 $50,282.13 

$43.71 $1,872.32 

$328.65 $13,275.92 

$45.53 $1,947.21 

$294.07 $11,982.67 

$2,814.48 $ 114,972.36 



Auditor/Account Examiner: Andrea Charlton 

E ne rgy Financial Management 
SMAR Activity / Invoicing A pproval 

Company ame: RKI EXPLORATION & PRODUCTION LLC 

Customer umber: C000048105 

Mineral Fi le # : MF114285 

Transaction Type: Volume Reconci liation 

Other / Invoice # : 

Previous Amount Current Amount Date AE I Reviewer's otes 

Under reported/ paid sales 
$7,632.51 04/02/ ] 8 volumes 

A ll ori ginal invoices must be approved. 

A ll reductions in billing of more than $ 1000 must be approved. 

Reviewer· s ignature /AR Totes 

MM 4/3/2018 ~~ V 



Customer ID: C000048105 
Invoice Number: 
GLO Lease: MF114285 
GLO Review: RKI Explora~on & Produc~on LLC 
Review Period: SEPT 2016 Through AUG 2017 

1 (2) 

Mar-17 08-48474 575 1 00000000 2 501058 1.()60344 

Apr-17 06-4847• 6042 1 00000000 2685726 1 054896 

Ma -17 08-48474 3163 1.00000000 2 727366 1 057134 

Jun-17 08-48474 3079 1 00000000 2 593002 1 054484 

Jut-17 08-48474 558 1 00000000 2.580231 1 058195 

ATIN Dan Eberly 

CERTIFIED MAIL 7016 2070 0000 7390 6301 

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 

Category 
Audltor/AE: 
BIiiing Date: 

P&I Calculation Date: 
Royalty Rate: 

8 

S1 524 89 $190.61 

$1711796 S2 139 75 

59.119 53 51.139 94 

S8 418 85 5105236 

$1.523 56 $190 44 

COLUMN (3) RRC VOLUME - REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID# 08-48474 08-283260 

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

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

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

hltP /lwww alo texas govtenerov-bus1ness/od-oas/rraclforms/oena1tv-mterest-assessment-rutes Ddf 

Gas 
Acharlto 
412/2018 

4/30/2018 

$000 

sooo 

$000 

sooo 

sooo 

NOTE 1 PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS THE PREFER ED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTIOM HALF OF THE A TI ACHED INVOICE IF PAYMENT IS MADE THROUGH ACH DEBIT NOTIFY THE AUDITOR AS TO THE 
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED 

$19061 350 4.50% $2500 S684 S22245 

S2 139 75 319 4 75% 5213 98 57240 S2426 13 

$1.139 94 289 4 75% $113 99 S3412 51.28805 

S1 052 36 258 • 75% S1D524 S27 25 S1184 85 

$19044 227 4 751/o $2500 $416 $219.60 



Auditor/Account Examiner: Andrea Charlton 

Energy F inancial :Wanagemcnt 
SMAR Activity / Invoicing Approval 

Company ame: RKI EXPLO RATION & PRODUCTIO N LLC 
Customer umber: C000048105 

Mineral File #: MF114285 

Transaction Type: Volume Reconciliation 
Other / Tnvoicc #: 

Previous Amount Current Amount Date AE / Reviewer's 1 otes 

Under reported/paid sales 
$50,282.13 04/02/18 volumes 

All original invoices must be approved. 
All reductions in billing of more than $1000 must be approved. 

/ 

Reviewer' s ignature j/ AR otes 

MM 4/3/2018 
~ 



Customer 10: C0000,,8105 s 
lnvolcc Number: 
GLO Lease: MF114285 
GLO Review: RKI Explora~on & ProduCtJOn LLC 
Review Period: SEPT 2016 Througt>AUG 2017 

1 2 3 

A -17 08-48474 2.210 , 00000000 46 n9800 1 000000 

Ma -17 08-48474 1,370 1 00000000 •• (),1 4600 1.000000 

, un-17 08-4847•1 1218 1 00000000 41 291200 1 000000 

Jul-17 08-48474 1,530 1 00000000 43 596500 1 000000 

ATIENTION Dan Eberly 
CERTIFIED MAIL 7016 2070 0000 7390 6301 

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 

Category 
Audltor/AE: 
BIiiing Date: 

P&I Calculatlon Date: 

$103,383 36 S12.922 92 

$60,34110 S7 .542 84 

SS0.29268 S6.286 59 

S66,70265 58,337 83 

COLUMN (3) RRC VOLUME · REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL 10# 08-48474 08-283260 

COLUMN (5) PRICE - TAKEN FROM PRODUCTION ROYALTY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 
COLUMN (13)(1 4)(15) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENAL TY AND INTEREST ASSESSMENT 

http·/Jw.Nw olo 1exas gov1energy·buslness/od:9asJrradforms/penaltv-tnterest:assessment.rules Qdf 

011 
Acha~to 
4/2/2018 

4/30/2018 
1250% 

(9) 

sooo 

sooo 

sooo 

S0.00 

NOTE 1 PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYAL TY PAYMENTS THE PREFER ED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTIOM HALF OF THE A TI ACHED INVOICE IF PAYMENT IS MADE THROUGH ACH DEBIT NOTIFY THE AUDITOR AS TO THE 
REMITIANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED 

$12.922 92 329 4 75% $1,292 29 S454 07 $14,669 28 

S7 542.84 299 4 75% S754 26 S23558 S8.532 48 

S6.28659 268 4 75% $628 66 S170 99 $7 086 24 

S8,337 83 237 4 75% S833 78 $1931 4 S9.364 75 
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