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HAL REVIEW SHEET 
-----------~-------------------------------------------------------------

Transa~:t:Jon # 7819 

Lessor: Charlene Shelton 

Lessee: Petrohawk Prop. 

LfASE OESCRIPflON 

County 
REEVES 

TERMS OFFERED 
Is years 

PIN# 

Primary rarnt 

Bonus/Acre: s1,soo.oo I 

Rental/Acre: so.oo 

Royalty: 11/4 

COMPARISONS 

MF # Lessee 

Geoklglst: 

Lease Date: 5/15/2013 Ut 

Gross Acres: 75.5 

Net Acres: 75.5 

Base File No Part Sec. Block Twp Survey 
131773 see Com 48 57 01S T & PRY CO 

TERMS RECOMMENDED 

Primary Term 

Bonus/Acre 

Rental/Acre 

Royalty 

Date Term 

Is years 

$1 ,500.00 i 
SO.OO 

Bonus/A c. Rentai/Ac. Royalty 

0 

Distance 

Abst# 
4241 

I i I I i I I I Last Lease 

jMF11114 7 , I Devon Energy Production Compa 3/1/20101 .5 years $1 ,050.00 $1 .00 1/4 Adjacent North 

I 5- H_}_ s '1-~ I -t 1500 JO f. / . .)\) 1'1 ,Adjacent 

--~ _j[ ..I '--- _J L 

: II ~ I II II 

Pe.o1 a.~ ' G P .Ir b= e..="'::::::J =Y====::::::: 

~==:=J::::::=:; '-------~ 

Comments: Paid Up 2nd & 3rd yr. 4th yr $1500.00 pays up 5th yr DES. SE/4NW/4SEI4SW/4 , SE/4SE/4SW/4 , 
SW/4SW/4SE/4 ; SW/4NE/4SW/4 ; N/2SW/4SW/4 ; NE/4NW/4SE/4 ; NE/4SE/4SE/4 ; W/3 ac. 

2SW/4NE/4SE/4 

Approve !I: 

Monday, June 17, 2013 



RELINQUISH1v1ENT ACT LEASE APPLICATION 

Texas Gettera·l Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Petrohawk Prop. 

Prim. Term: 5 years Bonus/Acre 

Royalty: 1/4 Rental/ Acre 

Consideration 

Recommended: ;2-)14 Date: 

Not Recommended: 

DATE: 17-Jun-13 

County: REEVES 

$1,500.00 

$0.00 

(, /-zo / f.J 

Comments: Paid Up 2nd & 3rd yr. 4th yr $1500.00 pays up 5th yr. DES. SE/4NW/4SE/4SW/4 ; SE/4SE/4SW/4 ; 
SW/4SW/4SE/4; SW/4NE/4SW/4 ; N/2SW/4SW/4; NE/4 W/4SE/4 ; NE/4SE/4SE/4 ; W/3 ac. 
N/? ~W /dNF./d~F./4 

e Form 

Recommended: f2Jz4 Date: b ( P" j,3 
Not Recommended: ----
Comments: 

Louis Renaud. Deputy Commissioner Date: 6 · 2~·/..3 

Recommended: 

ot Recommended: ----

Recommended: 
-f-lr++-""'L.-._ 

sel f2/J Date: 

Not Recommende 

Date'/ }n /1) 
Approved: - .&.CO----,JL-

ot Approved: ___ _ 
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FILEO FOR RECORD 
REEVESCOUNTY, TEXAS 

Jul 10, 2013 at 02:21 :00 PM 

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 
Relinquishment Act Lease Form 
Revised, September 1997 

~usttn, 'Qrexas 

OIL AND GAS LEASE 

••• • • • •• 

• • •••••• • 
•••• • • • .. . 

• 
• • •••••• • 
• • • • • •• •• 

THIS AGREEMENT is made and entered into this 13th day of. ___ ----"-J""un""'e"-----· 2013, between the State ofTexas, acting 

by and through its agent, R. B. McGOWEN, JR., widower of Jacquelyn McGowen, appearing by and through Russell B. "Jerrv" McGowen, Ill. his 

attorney-in-fact duly authorized by Power of Attorney executed the 2gth of December, 2008, a copy of which is attached hereto, 

whose mailing address is 711 NORTH TRAVIS STREET SHERMAN TEXAS 75090 

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

whose mailing address is __ _,_P""O'""S'-'T_O=-F,_F:.::IC""E"'""'B"'O'""X,__2"'2"'7'-'1'-"9'"'-'-H,_,O~U"-'S"'-T'-'O"'N'-'-'-T-'-'E""X'""A'""'""'S-'7-'-7-"0""'2.:...7-_,9"'9.:::.9""8 _ _____ hereinafter called Lessee. 

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

The SW/4 of the NW/4 of the SW/4 and the W/2 of the SE/4 of the NW/4 of the SW/4 of Section 48, Block 57, Township 1. A-4241, T&P RR Co. 
Survey, Reeves County, Texas, containing 15.000 acres, more or less 

conta ining _ _ _!_15"'-.""0""00,__ _ _ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: TWO THOUSAND EIGHT HUNDRED TWELVE DOLLARS AND 50/100 

Dollars ($2.812.50) 

To the owner of the soil TWO THOUSAND EIGHT HUNDRED TWELVE DOLLARS AND 50/100 

Dollars ($2,812.50) 

Total bonus consideration: FIVE THOUSAND SIX HUNDRED TWENTY FIVE DOLLARS AND 00/100 

Dollars ($5,625.00) 

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

- ----------------- Dollars ($1 .500.00) per acre, on 3.75 net acres. 

2. TERM. Subject to the ather 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 th1s date. th1s lease shallterm1nate, 

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 1ts successors (wh1ch shall continue as the depository regardless of changes in the ownership of said land), the amount spec1fied below, in addtllon. 
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 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 in the follow1ng 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 success1ve penods of one (1) 
year each dunng 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 
ass1gnee of this lease. and may be delivered on or before the rental paymg date. If the bank designated m lhts paragraph (or 1ts successor bank) should 
cease to exist, suspend business. liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental. Lessee shall not be 
held 1n default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soli shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be pa1d one-half (1/2) of the royalty 
prov1ded for 10 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 soli: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liqu1d form at the mouth of the well and ~as • 
all condensate, distillate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equtpment, as hereinafter provtdetl.: 
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 Generill 
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.t•qui~ 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offetMU • 
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 b~Q~ 
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 adequ!~.dll : 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such mean;; 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing , by the royalty owners.upon. 
such terms and conditions as they prescribe. : • • • • • 

• • (B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which is defined as all hydrocarbons and gaseous substances.'l~.: 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein w ith respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
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 for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
prov1ded 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 accord1ng 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 mdustry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liqu1d 
hydrocarbons shall be 1/4 part of the residue gas and the llqu1d hydrocarbons extracted or the market value thereof, at the option of the owner 
of the so11 or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent {50%), or that percent accruing to Lessee, whichever is the 
greater. of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease: provided that if liqu1d 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 processmg gas through such plant under a processing 
agreement negotiated at arm's length {or if there is no such th1rd party, the highest percent then being specified in processmg agreements or contracts m 
the industry), whichever IS the greater. The respective royalties on res1due gas and on liquid hydrocarbons shall be determ1ned by 1) the htghest market 
pnce pa1d or offered for any gas {or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross pnce pa1d or offered for such residue 
gas {or the we1ghted average gross selling price for the respective grades of llqu1d hydrocarbons), whichever is the greater In no event, however. shall 
the royalties payable under th1s paragraph be less than the royalt1es 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 processmg 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 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 1n wh1ch such product is 
produced. or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced, whichever 1s the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintamed by production, the 
royalties paid under this lease in no event shalt be less than an amount equal to the total annual delay rental herein prov1ded: otherw1se. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of lh1s 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

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

7. NO DEDUCTIONS. Lessee agrees that all royalties accrumg under this lease {including those paid m ktnd) shall be w1lhout deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transportmg, and otherw1se makmg the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may representth1s 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 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 oil or gas producing formation underlymg the leased prem1ses after the liquid hydrocarbons contained 1n the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Comm1ssioner of the General Land Office at 
Austin, Texas. in the follow1ng manner: 

Payment of royalty on product1on of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently prov1de that royalty on oil 
IS due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 



. . .. 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. together with a copy of all documents. 
records or reports confirming the gross production, disposition and market value including gas meter readings , pipeline receipts. gas line 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 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 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 late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which IS effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or caus1ng 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply m 
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 Off1ce 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said 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 authorized by Lessee. All other contracts and records pertaining to the production, 
transportation. sale and marketing of the oil and gas produced on said premises. including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General. the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of welt.~•ts . • 
complet1on reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. A~ : 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texi S 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad ComrJlissio,. 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land mu~·cll~<f • 
include the word "State: Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or Qtll~' 
information relative to the operation of the above-described premises. which may be requested by the General Land Office, in addition to those Pl~r~ ! 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing Lo 
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 Jo the_ 
General Land Office within fifteen (15) days after the making of said survey. : ••• •• 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
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 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 
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 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 reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is 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 
sa1d well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner w1thout interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises. after once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or 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 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas. the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drill1ng 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 
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 dnlllng or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was 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 being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1 ) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month m which the oil or gas is produced from the well causing the drainage or that is completed in the 



same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

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

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

(B) HORIZONTAL. In the event this lease is in force and effect two (2} years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths"} in each well located on acreage retained in 
Paragraph 16 (A} above, unless on or before two (2} years after the primary or extended term Lessee pays an amount equal to one-half (1/2} of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effea•• to . 
such deeper depths, and said tennination shall be delayed for an additional period of two (2} years and so long thereafter as oil or gas is produced,a: 
paying quantities from such deeper depths covered by this lease. • . . 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the for~~~;1· 
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. IJiiiM 
th irty (30} days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisll!~~fy : 
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 Generi!l 
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 re,.tuse!\ 
to execute and record such release or releases within ninety (90} days after being requested to do so by the General Land Office, thE!'"~ • 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record ~uch • 
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 andosuah • 
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 his obligatiOn 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1 ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
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 fai th effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots. 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any lime after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developmg this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
hm1t1ng the foregomg , pollution of coastal wetlands, natural waterways, rivers and 1mpounded water shall be prevented by the use of contamment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at 1ts disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintam fences around 1ts slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or inJury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush p1ts and cellars and completely dean up the drilling s1te of all rubbish 
thereon Lessee shall, while conducting operations on the leased prem1ses, 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 original condition and contours as is practicable Tanks and 
equipment w1ll be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machmery and fixtures placed 
by Lessee on the leased prem1ses, 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 th1s 120-day period. 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 casmg until after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the so1l. The owner of the so11 shall become the owner of any machmery, 
fixtures, or casing wh1ch are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contamed in lh1s paragraph and Paragraph 29 of th1s lease, the rights and estates of e1ther 
party to thiS lease may be ass1gned, m whole or in part, and the proviSions of this lease shall extend to and be binding upon their heirS, dev1sees, legal 
representatives, successors and assigns. However, a change or diviSion in ownership of the land, rentals, or royalties will not enlarge the obhgat1ons of 
Lessee, dim1msh the nghts, 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 bmd Lessee for any purpose until th1rty (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, mcluding the original recorded muniments of title (or a certified copy of such ongmal) when the ownership changed because of a 
conveyance. A total or part1al ass1gnment of this lease shall, to the extent of the mterest ass1gned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
th1s lease on the part of the land upon which pro rata rentals are t1mely pa1d or tendered, however, 1f the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fa1lure to pay the enlire.~tal . 
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 t~e : 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. • 

• • 
(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires lh1s lease 1n whol~'tft',rf • 

part by assignment without the prior written approval of the CommiSSioner of the General Land Office, this lease is void as of the l ime of assignmen~ ij~~ 
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 soi~ ij J"e : 
assignee is: • 

(1) a nommee of the owner of the soil; • • 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsid1~ ,• • • • 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; • • • 
( 4) a principal stockholder or employee of the corporation which is the owner of the soil; • •• •.: 
(5) a partner or employee 10 a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 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 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 assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompamed by the 
prescribed fil ing fee. If any such assignment is not so filed, the rights 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 10 th1s mstrument, 
including the statement of the true consideration to be paid for the execution of this lease and the nghts 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 mterest m 
the leased premises. When the mterests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the Stale's 
Interests before his personalmterests. 

32. FORFEITURE. If Lessee shall fa1l or refuse to make the payment of any sum w1thin lh1rty days after it becomes due. or 1f Lessee or an 
authorized agent should know1ngly make any false return or false report concernmg production or dnlling, or if Lessee shall fa1l 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 10 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 mformation to the proper authonty, 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 ass1gned and the 
assignment is not filed in the General Land Office as reqUired by law, the rights acquired under th1s lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authonze a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termmalion of th1s 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set as1de and th1s lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance 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 hen, an 
express contractual lien 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 in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior hens 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 lime determine that this representation is not true, then the Commissioner may declare this lease forfe1ted as prov1ded 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease w1th any other 
leasehold or mmeral 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 un1tizmg of the interest of the State under this lease 
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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 saltsfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or 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 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those ansmg 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased prem1ses; 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 prov1sions of th1s Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, inv1tees, and the1r 
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 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. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contammation or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient a1r or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bnng or perm1t to remam on 
the leased premises any asbestos containing materials, explosives, toxic matenals, or substances regulated as hazardous wastes, hazardous mawiolls, • 
hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability A·~ ! 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), exce.,t 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and qua~ities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDE~1\W• 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGA~. 

ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND CeLJ?r ! 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, 0~ 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANC't OR., 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND W~l!fl~ .. 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABQUT • 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTE>.~. : 

APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision m 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 s1gned 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 requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and cert1fied copies thereof must be filed in the General Land 
Office. This lease is not effective until a cert1fied copy of this lease (which IS made and certified by the County Clerk from h1s records) 1s 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 it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

ADDENDUM PROVISIONS - #40 AND 41 

40. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"") and 
third (3ra) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the fourth (4"') and fifth (51

") 

years of the primary term provided for herein by tendering a payment of one thousand five hundred dollars ($1 ,500.00) 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 13, 2016, as to any acreage covered hereby and not 
otherw1se 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 begin a continuous drilling program within 
180 days after the end of the primary term or within 180 days after completion of such well or the cessation of such operations, whichever is the later 
date; and thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration units have been 
drilled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeeding well. Should Lessee 
fail to begin the continuous drilling program or subsequently default in the performance thereof, then in either event, this lease shall terminate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted. limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 100 feet below the base of the 
deepest penetrated formation. As used in this paragraph: i) the term "commission· means the Ra1lroad Commission of the State of Texas or any 
successor agency, ii) the term "proration unit" means any acreage designated as a drilling unit or production unit in accordance with the rules of the 
commission (or any other governmental authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and ·completion· mean the date the initial 
potential test report is filed with the commission, if a productive well, or the date the plugging report is filed with the commission, if a dry hole, in either 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have 
the nghts of ingress and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled therewith, for the 
purposes described in paragraph 1 hereof, together with easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of 
the leased premises for the exploration, development, production, gathering or transportation of oil, gas and other products from the lands still subject to 
this lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by thiS lease shall 
be the termination or partial termination of Lessee's rights under the lease as provided above. 



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

STATE OF TEXAS 

.~!~.~ 
Individually and as Agent for the State of Texas 
Represented herein by Russell B. "Jerry· McGowen, Ill, 
agent and attorney-in-fact 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

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

/-t~ c-0. 0 ,,Jl£ ~ .• p 
;f~~~-Y~: ~O~H~N~W~.~W~A~L~S-H~~~~~------~lJ~fV\ 

(_Title: Attorney-In-Fact 

Date: 6 (z. l { '2...D I 3 

••• • • • •• 
• 

• • •••••• • 
•••• • • • •• • 

• 
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,.,r"-'n,evL·.!!.in"'-F'-'a,c<!,t _ _____________ ,... __ • 

of P-H Energy, LLC, general partner of Petrohawk Properties. LP, a Texas limited partnership and acknowledged to me ttraU 1e. : 

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

,,,,;;._~,~~,,,, ESTELA NAVARRO 
f~'!J:6J~ Notary Public. State of .Texas 
"'"'\~/"'~ My Commission Expires 
~~;~·or'~~; september 13, 2016 

''''""''' 

cR'7 dayof ~ , 2013. 

J~Y)~ 
Notary Public in and for ~CI6J.:! 

Given under my hand and seal of office this the 

STATE OF TEXAS 

COUNTY OF G r~>lr'Y\ 

BEFORE ME, the undersigned authority, on this day personally appeared RUSSELL B. "JERRY" McGOWEN, Ill, as Agent and Attorney 1n 

Fact for R. B. McGOWEN, JR., known to me to be the person whose name 1s subscribed to the foregoing instrument, and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the /{ day of _.J.oJZ~AuV1:..J<..::<..!:...... ____ , 2013. 

dvua M 8-M. 
Notary Public in and for Stt. k ot T,.. l<C. 5 
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0 00014465 

Recorded On: July 20, 2010 

Grayson County 
Wi lma Blackshear Bus h 

County Clerk 
Sherman , Texas 75090 

Inst rument Number: 2010-00014465 

As 
Record ings 

Parties : MCGOWEN RUSSELL B JR 

To MCGOWEN RUSSELL B JERRY Ill 

Comment: DURABLE P OF ATTY 

Recordings 

Total Recording: 

36.00 

36.00 

( Pames listed above are for Clerks reference only ) 

• • Examined and Charged as Follows: · • 

Billable Pages: 6 

Number of Pages: 8 

u wh****"** DO NOT REMOVE. THIS PAGE IS PART OF THE INSTRUMENT *"drot~ ... ..-.-. 

Any provtslon heretn whtch restncts the Sale, Rental or use of the descnbed REAL PROPERTY 
because of color or race Is 1nvahti and unenforceable unoer fedcra law 

File Information: 
Document Number: 2010-00014465 

Receipt Number: 313822 

Recorded Date/Time· July 20, 2010 11 34: 16A 

Book-Voi/Pg BK-OR VL-4833 PG-727 
User I Staton. G WHITE - Cashienng Station 1 

THt, S C•d t, 01· I LXAS 
C.:OUI' 1 Yo: GR,WSDN 

Record and Return To: 

MCGOWEN JERRY 

711 N TRAVIS ST 

SHERMAN TX 75090 

I h\!r~b)· ~c:·~•ly that ll~•.s i •t~tnln:•·t w .. fiLF.e '" trh: F1 e NUillhc~ uquO!,.,;c un th.: d-atc.tmlc 
l' nn~~~ hct:nr., :1nd w.l\ CUI)' RI!CORI)tl.) • ct-e Ol)icao~l Ke:.;nfd.\ ofCir.ay.>on Lnunl)' · c'~ 

Wilmu Ulnckshcar :lush. Grayson County Clerk 
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DURAnLE GENERAL POWER OF ATTORJ\"EY 

STATE OF TEXAS 

COUNTY OF GRAYSON 

§ 
§ KNOW ALLMENBYTHESEPRE E 'T ' 
§ 

That l , Russell B. McGowen, Jr. (being also known as R. B. McGowen, Jr.), of Grayson 
CoUJ1ty, Texas, do hereby make, constitute, and appoint Russell B. "Jerry" McGowen III,ofGrayson 
County, Texas, my true and lawful Atrorney-in-Fact, with full power to do any and every act and 
exercise any and every power that 1 might or could do or exercise through any other person and that 
my Artomey-in-Fact, in such Attorney-in-fact's discretion, shal l deem proper and advisable, 
intending hereby to vest in my Attorney-in-Fact a full and universal power of attorney, and not by 
way of limitation but as illustration, with full power to: 

( I ) accept as a gift or as secmity for a Loan or reject, demand, buy, Lease, recei •e, 
or otherwise acquire an interest in real property or a right incident to real property; 

(2) sel l, exchange, convey with or without covenants, quitclaim, release, 
surrender, mmtgage, encumber, partition, consent to partitioning, subdivide, appl) for 
zoni ng, rezoning, or other governmental petmits, plat or consent to platting, develop, grant 
options concerning, Lease or sublet, or otherwise dispose of an estate or interest in real 
property or a right incident to real property; 

(3) make, acknowledge, execute, and deliver oil, gas, mineral or other natural 
resource leases of any real property, alone, or in conjunction with any other person or entity, 
under such conditions deemed proper; and make agreements and exercise eYcry po'vver 
incident to exploration, production or marketing of oil, gas, minerals, and other natural 
resources; 

( 4) release, assign, sati sfY, and enforce by litigation, acti on, or othcrwisl.! a 
mortgage, deed of trust, encumbrance, lien, or other claim to rc:al property that exists or ts 
claimed to exis t; 

(5) do any act of management or of conservation with respect to an interest in real 
property, or a right incident to real property, owned or claimed to be owned by the principal , 
including power to: 

(A) insure against a casualty, liability, or loss; 

(B) obtain or regain possession or protect the interest or right by litigation, 
action, or otherwise; 

(C) pay, compromis~. or contest taxes or assessments or apply for and 
receive refunds in connection with them; 

(D) pllichase supplies, hire assistance or labor, or make repatrs or 
a lterations in the real prope1ty; and 

(E) manage and supervise an interest in real property, including the 
mineral estate, by, for example, entering into a lease for oil. gas, and mineral 

1 

c.t 

••• • • • •• 
• 

• • •••••• • 
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i:::Ji-'<' 

purposes, making contracts for development of the mineral estate, or making pooling 
and unitization agreements; 

(6) use, develop, alter. replace. remove, erect, or install structures or other 
improvements on real property in which the principal has or claims to have an estate, interest, 
or right; 

(7) participate in a reorganization with respect to real properly or a legal entity 
that owns an interest in or right incident to real property, receive and hold shares of stock or 
obligations received in a plan or reorganization, and act with respec t to the shares or 
obligations, including: 

(A) selling or otherwise disposing of the shares or obligations; 

(B) exercising or selling an option, conversion, or similar right with 
respect to the shares or obligations; and 

(C) voting Lhe shares or obligations in person or by proxy; 

(8) change the fom1 of title of an interest in or right incident to real property; and 

(9) dedicate easements or other real property in which the principal has or claims 
to have an interest to public use, with or without consideration. 

(I 0) sell and enter into contracts for the sale of all or any part of my personal 
property, tangible or intangible, wherever situated with full power to deliver possession of 
said personal properry and execute in my name any documents necessary to transfer title to 
said personal property, including bills of sale or other documents of tille. taking any security 
interest for any unpaid balance deemed proper; 

(11 ) lease, purchase, acquire, and take possession of any personal property, 
tangible or intangible, or any interi..!St therein, on such te1ms and conditions deemed proper; 

( 12) sell, buy, contract to sell, or contract to buy, for cash or olher cons•Jcration, 
on such terms and conditions deemed desirable, to or from such persons or entities as 
deemed advisable, and do any acts necessary or proper to transfer. assign, convey, or vote 
(including, but not limited to, calling of meetings of directors or shar~holders or making and 
giving consents and ratifications), by proxy or othe1wise, all my right, title, and interest in 
all or part of my stocks, bonds, commodity futures, fumres, options, commodity contracts, 
puts, calls or other securities of any kind, wherever located and whether owned by me or 
standing in my name on the books of any company or brokerage firm ; 

(13) deposit in my account wjth any bank, broker, trust company, or fi nancial 
institution any check, monies, bills of exchange, drafts, promissory notes, and other sec uri ties 
for money payable or belonging to me; s ign my name and endorse the same for deposit or 
collection; from time to time withdraw any monies deposited in my account and draw checks 
or drafts in my name; open bank accounts in my name; and pay any debts or expenses 
incurred by me or incurred on my behalf by my Attorney-in-Fact pursuant to the authority 
given by me; 

( 14) borro':v money from such sources and on such terms deemed fi t and proper. 

••• • • • •• 
• 
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upon the security of any of my property, either real, personal, or otherwise, and execute, sign, 
acknowledge, and deliver in such form as may be required or requested any promissory note, 
mortgage, security agreement or any other instrument that may be required to give to the 
lender the right to resort to my property as security for repayment of any such loan; 

(15) lend my money with or without interest to such sources and on such tem1s 
deemed fit and proper, with or without taking security either real, personal, or otherwise, and 
receive any promiss01y note, mortgage, security agreement or any other instrument that may 
be deemed fit to secure the loan if any security is required; 

( 16) enter any safety deposit box in my name in any bank and withdraw and take 
therefrom anything contained therein; open new safe deposit boxes and close out any sate 
deposit boxes; 

(17) deal with any insurance companyoragencywith regard to any existing policy, 
pay premiums, make policy renewals, and purchase additional insurance of any type 
coverage; 

( 18) coll ect, sue on, compromise, settle, discharge, release, arbitrate, prosecute, or 
fa i I to prosecute any claim, debt, lien, or right of action held by me or against me; 

(19) deal with any government administrative agency, federal, state, county, cny , 
local, or otherwise, with regard to any matter in which r may have an interest, including but 
not limited to, any tax matter or controversy and any mallcr concerning the payment of 
benefits such as ocial ecurity or Medicare; 

(20) contract with, employ, compensate, and dismiss any agent, clerk, senam, 
attorney, accountant, investment advisor, or other person or contract for, or rerminate an) 
service of any kind, as deemed proper, and determine whether or not to act upon the adv1ce 
of any such agent; 

(2 1) continue, manage, actively transact, and pursue any business in which I may 
have an interest; incorporate, liquidate, or in any manner change the form of carrying on any 
business; 

(22) join with my spouse or my spouse's estate in filing joint income rax returns; 

(23) prepare, sign, and file all tax returns and pay all taxes required by law by an) 
jurisdiction; file claims for abatement and refund; request extensions of time; exercise aJl) 

elections; act in my behalf in al l tax matters of all kinds and for all periods before all persons 
representing the Internal Revenue en'ice or any taxing authority; file petitions to the ta.x 
court or any other couJt regarding tax matters; and sign and/or agree to any tax related 
document or procedure, including, but nor limited to, receipts, offers, waivers, consent:,. 
powers of attorney, closing agreements, receipt of confidential information and the posting 
of bonds; 

(24) expend income or principal of my estate for the health, education , 
maintenance, and support of myself and my dependents; 

(25) purchase for me United tates of America TreasUiy Bonds of the kind wh1ch 
arc redeemable at par in payment of fedetal estate taxes and to arrange for the safekeeping 

3 
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and custody of any such treasury bonds; 

(26) convey any and all assets of my estate (consisting of any real, personal, or 
mixed property, of whatever kind, wheresoever located and whensoever acquired) into such 
trust or trusts as my agent shall deem proper, irrespective of whether said trust is now 111 

existence or hereinafter established. My agent shall be empowered to create and transfer 
assets to a revocable management trust for my benefit which will reven to my estate at my 
death on such terms as my agent shall deem to be in my best interest; 

(27) consent to any gifts made by my spouse as being made one-half by me for gift 
tax purposes as long as such consents do not exceed the annual exclusiOn for Federal Gifl 
Taxes; 

(28) convey orrelease any contingent or expectant interests in propt:rty, any ri ghts 
of survivorship incident to a joint tenancy, tenancy by the entirety, joint bank accounts, or 
trust bank accow1t, and marital property rights; 

(29) take against the will of my spouse after my :>pause's death and disclaim any 
interest in property which I am required to disclaim as a result of such election; 

(30) exercise the right to revoke a revocable trust or surrender the right to revokt: 
a revocable trust of which [ am not a beneficiary; 

(31) elect payment options and ovmcrship designation on any insurance polil:), 
a1u1ui ty, individual retirement account, pension plan or other retirement benefit, whether such 
designation was originally made by me or not, bonow money on any insurance policy, 
sun·ender any life insmance pol icy for its cash value, assigning any life insurance policy, and 
pledge any life insurance policy for a loan; 

(32) disclaim within the meaning of Section 37A of the Texas Probate Code, 
Section I 12.0 10 ofthe Texas Trust Code, and Section 25 18 ofthe lotemal Revenue Code, 
any interest passing to me by testate 01 intestate succession, inter vivos transfer or otherwise; 

(33) make gifts to my spouse and ffi} issue (i ncluding any An rney- in -Fact who 
ma) be my spouse) in amoUlltS not to exceed the amount of annual exclusions allowed from 
the Federal Gift Tax for the calendar year of the gift to any one of lhem; however, any gtft 
to my Allorney-in-Fact shall not exceed the greater of Five Thousand and noll 00 Dollars 
($5,000.00) or fi ve percent (5%) of my net estate but shall in no respect exceed the amount 
of annual exclusions allowed from the Federal Gift Tax for the calendar year of the gift. 
Gifts may be in fee simple, through custodianship, expenditure on their behalf or upon such 
terms, trusts, conditions, and limi tations as deemed proper; however, all gifts shall be made 
in such manner as to qualify in their entirety for the annual exclusion from the Federal Gift 
Tax; 

(34) make gifts to charity in amounts not exceeding the maximum an1ounts 
permitted for a charitable contTibution under the federal income tax laws and commensurate 
with my past giving practices bolh as to amounts and as to the types of charitable 
beneficiaries. 

If any third party (including, but without limitation stock transfer agents, tit le insurance 
companies. banks, credit unions, and savings and loan associations) with whom my agem seeks to 

---------------------- - --------
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transact refuses to recognize my agent's authority to act on my behalf pursuant to this power of 
attorney, l authorize my agent to sue and recover from such third party all resu lting damages, costs, 
expenses and attorney's fees that are incurred because of such failure to act. The costs, expenses and 
attorney's fees incuned in bringing such action shall be charged against my general assets, to the 
extent that they are not recovered from said third party . 

FURTHER, T state with regard to this Durable General Power of Attorney as follows: 

( 1) I authorize my Attorney-in-Fact to execute on my behalf any documents 
necessary or convenient in the performance of any act; 

(2) I agree to hold harmless any person who may act in reliance upon the 
authority granted to my Attorney-in-Fact hereby; 

(3) my Attorney-in-Fact shalt not be personally liable for any act done under the 
authority of this Durable General Power of Attorney except for acts constituting gross 
misconduct or fraud; 

(4) self-dealing by my Attorney-in-Fact is permitted, and my Attorney-in-Fact 
may buy or sell, either directly or indirectly, any of my property from or to my 
Attorney-in-Fact, an affiliate, a relative, employer, parrner, or business associate; 

(5) with regard to any life insurance policy on the life of my Atro rney-in-fact, the 
Attorney-in-Fact shall nor exercise any incidem of ownership within the meaning oflntcrnal 
Revenue Code, Section 2042; 

(6) my Attorney-in-Fact shall be reimbursed for expenses advanced upon my 
behalf but for services rendered shall not be entitled to compensation; 

(7) this Durable General Power of Attorney shall not terminate on disability or 
incapacity of the principal, Russell B. McGowen, Jr. (a/kJa R.B. McGowen,.; 

(8) this Dw-able General Power of Attorney shall continue in full force and effect 
unti l revoked by an instrument in writing, executed and acknowledged by the undersigned, 
or unti l actual notice of revocation is received by any third party relying on this Power of 
Attorney; 

. (9) I authorize the Attorney-in-Fact or agent to indemnify and hold harmless any 
tlurd party who accepts and acts tmder the power of at1orney; 

This Power of Attorney shal l take effect immediately and is not affected by my subsequent 
disabi lity or incapacity, and shall remain in effect and may be relied upon fully unless hereafter 
revoked by an instrument signed by me. lt shall be fi led for record in Grayson County, Texas, and 
any subsequent revocation shall also be filed for record in said County. 

fN WITNESS WHEREOF, I have heretmto set my hand on December 29, 2008. 

Russell B. McGowen, Jr. (a/k/a R.B. McGowen, Jr.) 
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STATE OF TEXAS 

COUNTY OF GRAY ON 

§ 
§ 
§ 

r> ·­._,, .. 

Before me, the undersigned authority, on thi s day personally appeared Russell B. McGowen. 
Jr .. who acknowledges the foregoing and states that he is executing this General Power of Attornc) 
for the purposes and consideration therein expressed. 

Acknowledged before me by Russell B. McGowen, Jr. on December 29, 2008. 

JO ANN WIGGINS 
Notary Public. State of Texas 

My Commission Exp~res 
March 26, 2010 

ublic, State of Texa~ , 
'.· . 
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. . .. ' 13-04848 
FILEO FOR RECORD 

REEVES COUNTY, TEXAS 
Jul10, 2013 at 02:21 :00 PM 

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 Ofrlce 
Relinquishment Act Lease Form 
Rev1sed, September 1997 

>tlustin, \ICexas 

OIL AND GAS LEASE 

••• • • • •• 
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THIS AGREEMENT is made and entered into this 13th day of, ___ --=.Ju""n"'e"-----· 2013, between the State of Texas, acting 

by and through its agent, RUSSELL B. "JERRY" McGOWEN. Ill . a/kJa R. B McGOWEN. Il l. husband of Joyce McGowen. dealing herem w1th h1s 

whose mailing address is 711 NORTH TRAVIS STREET SHERMAN TEXAS 75090 

sa1d agent herein referred to as the owner of the soil (whether one or more), and ______ .r:P.,!,ETR:..!..!.~O~H~A~W.!.!.!K~P~R~O~P,.!,E:!R.!..T!.!I.!:E:>!.S:......!:;LP~-------

whose mailing address is __ __,Pc..:O=ST_,_,O::..cF_,_F-"IC"'-E,_,B,_,O<-"X-'--"'22""7'-'1'""9"-. ,_,Hc.:::O:.::U,_,ST'-'-"O"-N::.o.._,T-=E::..:X"-A"'S'-'7'-'7-=0'-=2-'-7--=9""-9""98,.__ _____ hereinafter called Lessee. 

1. GRANTING CLAUSE. For and m consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants. leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing 011 and bUilding power 
stat1ons. te lephone lines and other structu res thereon. to produce, save, take care of, treat and transport sa1d products of the lease, the followmg lands 
Situated m REEVES County , State of Texas, to-w1t: 

The SW/4 of the NW/4 of the SW/4 and the W/2 of the SE/4 of the NW/4 of the SW/4 of Section 48, Block 57, Township 1, A-4241 , T&P RR Co. 
Survey, Reeves County, Texas, containing 15.000 acres, more or less 

contammg __ ..:..:15""'."""00,.,0"---- acres, more or less. The bonus consideration paid for this lease IS as follows: 

To the State of Texas: ONE THOUSAND FOUR HUNDRED SIX DOLLARS AND 25/100 

Dollars ($1 ,406.25) 

To the owner of the soil: ONE THOUSAND FOUR HUNDRED SIX DOLLARS AND 25/100 

Dollars ($1 ,406.25) 

Total bonus consideration: TWO THOUSAND EIGHT HUNDRED TWELVE DOLLARS AND 50/100 

Dollars ($2.812.50) 

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

Dollars ($1 .500.00) per acre, on 1.875 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 sa1d land As 
used in this lease. the term "produced in paying quantit ies· 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 premtses on or before one (1) year from this date, thts lease shall termmate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credtt in the -=--=-="'~,.,--
Bank, at PAY DIRECTLY TO OWNER OF THE SOIL 

-o-r :-cits- s-uc_c_e_s_s-or_s_(:-w-:-h-:-ic-=-h-s-:h-a-::ll-c-o-n77ti-nu_e_ a_s-::th-e--:de-p- ository regardless of changes in the ownership of said land), the amount specified below; tn addttton, 

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

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be patd one-half (112) of the royalty 
provtded form thts lease to the Commtssioner of the General Land Office of the State of Texas, at Ausltn , Texas, and one-half (112) of such royalty to the 
owner of the sotl: • • • 

(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 aTso 0!5•! 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as heretnafter provtde~. 
shall be 1/4 part of the gross production or the market value thereof. at the option of the owner of the sotl or the Commisstoner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus prem1um, if any, offered or patd for oil, condensate, d tsttllate. or other~"!•~ • 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run , or 2) the htghest 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 be,or~ • • 
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 adequat~ •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 mean~ 
w1ll be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing , by the royalty owners lt.,i&! • 
such terms and conditions as they prescribe. • 

• • • • • 
(B) NON PROCESSED GAS. Royalty on any gas (includmg flared gas), which is defined as all hydrocarbons and gaseous substances ~I • • 

defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed m a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price patd or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever tS 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 mch 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 spectfic 
gravity according to tests made by the Balance Method or by the most approved method of testing bemg used by the industry at the time of tesltng. 

(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 1/4 part of the restdue gas and the liquid hydrocarbons extracted or the market value thereof, at the oplton of the owner 
of the sotl or the Commissioner of the General Land Office. All royalttes due heretn 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, wh1chever 1s the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease; provided that if hqu1d hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then bemg specified in processing agreements or contracts m 
the mdustry), whichever is the greater. The respective royalties on res1due gas and on liquid hydrocarbons shall be determmed by 1) the highest market 
price patd 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 res1due 
gas (or the weighted average gross selling price for the respective grades of liqu1d 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 b lack, sulphur or any other products produced or manufactured from gas (excepting hqu1d 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processmg shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the so1l or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market pnce of each product for the same month m wh1ch such product IS 

produced, or 2) on the basis of the average gross sale price of each product for the same month m which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of th1s lease, if this lease ts maintained by production, the 
royalties paid under this lease tn no event shall be less than an amount equal to the total annual delay rental herein provtded; otherwtse, there shall be 
due and payable on or before the last day of the month succeedtng 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 thts 
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 ttme or from time to lime, the owner of the sotl or the 
Commtsstoner of the General Land Office may, at the option of etther, upon not less than stxty (60) days notice to the holder of the lease, requtre that the 
payment of any royalties accruing to such royalty owner under this lease be made tn kind. The owner of the soil's or the Commtsstoner 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 Commtssioner 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 without deduction for 
the cost of productng, gathering, storing , separating, treating, dehydrahng, compresstng, processing, transporting, and otherwtse makmg the otl, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recetved, tncluding 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 premises or for 
tnjection mto any oil or gas producing formalton underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which enlttles the royalty owners to a 
royalty under thts lease. 

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

Payment of royalty on productton of oil and gas shall be as provided 1n the rules set forth in the Texas Regtster. Rules currently provtde that royalty on otl 
is due and must be received in the General Land Office on or before the 5th day of the second month succeedtng the month of productton, and royalty 



on gas 1s 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 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 w1th a copy of all documents, 
records or reports confirming the gross production, disposition and market value mcluding gas meter readmgs, p1pellne 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 
wl11ch 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 th1rty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever IS 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is 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 admmistratlve rule 
wh1ch 1s effect1ve on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for pay1ng or caus1ng 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to proh1b1t the State's 
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 m 
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 fa ir market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Off1ce 
w1th 1ts best possible estimate of oil and gas reserves underlying 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 th1rty (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 pertammg to the production, 
transportation, sale and marketing of the oil and gas produced on said prem1ses, including the books and accounts, receipts and discharges of all wells. 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commiss1oner 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 w~U or . 
wells Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Cop1es of weir tesf54 : 

completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad CommiSSIOn. -!II 
applications, permits, reports or other filings that reference this lease or any specific 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 Comrrhs.~ • 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land mu!l't also 
mclude the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or~tF.~1 . 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those h~r!lin • 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing t'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 C.~:. 
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 wflt!n " • 

due The penalty for late filing shall be set by the General Land Office admm1strative rule which is effective on the date when the matenals were due m 
the General Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not termmate if on or 
before the expiration of sixty (60) days from date of completion of sa1d dry hole or cessation of production Lessee commences add1!1onal drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided 1n this lease. If, dunng the last year of the 
primary term or within six1y (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 if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dnlllng 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 drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiratiOn of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made 1n accordance 
w1th the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rat1on of the pnmary term, ne1ther 011 nor gas IS be1ng 
produced on said land, but Lessee is then engaged in dnlling or reworkmg 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 1n good faith and in workmanlike manner without interruptions totaling more 
than s1xty (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 IS 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 oil or gas from the leased 
prem1ses, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional dnlllng or reworkmg 
operations within sixty (60) days after such cessation, and this lease shall rema•n in full force and effect for so long as such operations contmue in good 
fa1th and in workmanlike manner w1thout 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 1s produced from the leased premises in paying quant1t1es or payment 
of shut-m o1l or gas well royalties or payment of compensatory royalties IS made as provided here1n or as prov1ded by law. If the dnlllng or reworkmg 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlllng or reworkmg 
operat•ons 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 dnlllng or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall g1ve wntten notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having 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 m, was bemg 
maintamed in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but 011 or gas 1s not bemg 
produced for lack of sUitable production facil ities or lack of a suitable market, then Lessee may pay as a shut-m oil or gas royalty an amount equal to 
double the annual rental provided m the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas m paymg quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation 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 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 pnmary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities or su1table market for the oil or gas ex1sts, 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 exptrat1on 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 1S 
sold and delivered in paymg quantities from a well located within one thousand (1,000) feet of the leased prem1ses and completed in the same producmg 
reservoir, or in any case in which dra1nage is occurring, the right to continue to maintam the lease by pay1ng 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 causmg 
the dramage or which is completed 1n the same producing reservoir and w1th1n 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, begmmng on or 
before the last day of the month following the month m which the oil or gas is produced from the well causing the drainage or that 1s completed m the 



same producing reservoir and located within one thousand (1 ,000) feet of the leased prem1ses. If the compensatory royalty pa1d m 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 th1rty (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 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 m 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and w1th 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 011 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 11 shall then 
term1nate 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 quantities (including a shut-in oil or gas well as provided m 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 m 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 term1nat1on 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 
Notwithstandmg 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 rights-of-way for 
existing roads, ex1sting 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 pnmary or extended term 11 shall 
further terminate as to all depths below 100 feet below the total depth dnlled (heremafter "deeper depths") 1n each well located on acreage retained m 
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) .A/.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 ~Q : 
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 V1 
paying quantities from such deeper depths covered by this lease. • • 

•••••• • (C) IDENTI FICATION AND FILING. The surface acreage retamed hereunder as to each well shall, as nearly as practical, be 1n the form.oJA 
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 W•tbltl : 
thirty (30} days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conta1n1ng a satlsfacto~ 
legal description of the acreage and/or depths not retained hereunder. The recorded release. or a certified copy of same, shall be filed in the General. 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is f1 led. If Lessee fa1ls or r~• • 
to execute and record such release or releases w1thm ninety (90) days after being requested to do so by the General Land Office. the~ the 
Commissioner at his sole discretion may designate by written mstrument the acreage and/or depths to be released hereunder and record eucll : 
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 s~~h • • 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor roya1t1es paid, or to be paid, under this lease shall relieve Lessee of h1s obligation 
to protect the 011 and gas under the above-descnbed land from bemg dra1ned. Lessee, sublessee, rece1ver or other agent m control of the leased 
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 
011 and gas from the leased prem1ses. In addition, if oil and/or gas should be produced m 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 fa1th begin the drilling of a well or wells upon the leased premises w1thin 100 days after the draining well or wells or the 
well or wells completed within 1 ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlling w1th diligence 
Fatlure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency nghts 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 requ1red under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort, Lessee is prevented from complying with any express or implied covenant of th1s lease. 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion , nots, 
strikes, acts of God , or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obhgat1on to comply With such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting dolling and reworking operations or from producing oil or gas from the leased 
premises. However. nothing in this paragraph shall suspend the payment of delay rentals in order to mamtam this lease m 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 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 m the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein prov1ded to be paid to the owner of the soil shall 
be paid to him in the proportion wh1ch his interest bears to the entire undivided surface estate and the royalties and rental herein provtded to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Comm1ss1oner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual1nterest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However. in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by th1s lease is included with1n 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 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 bas1s 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 primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or. if after the expiration of the primary term, the number of acres 
actually retamed 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 irngat1on purposes 
for waterftood operat1ons without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the so11 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 sa1d premises w1thout 
the written consent of the owner of the soil. 



25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollut1on Without 
hm1ting the foregomg, pollulion of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of contamment 
fac1hl1es sufficient to prevent sp1llage, seepage or ground water contammation. In the event of pollullon, Lessee shall use all means at 1ts 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 lank 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 dnlling site of all rubb1sh 
thereon. Lessee shall, while conducting operat1ons on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon complelion of operations shall restore the surface of the land to as near its anginal condition and contours as is practicable. Tanks and 
equ1pment will be kepi 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, including the nght to draw and remove casmg, within one hundred twenty (120) days after the expiration or the 
termmat1on 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 th1rty (30) days wntten 
nolice 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 this paragraph and Paragraph 29 of th1s lease, the rights and estates of e1ther 
party to th1s lease may be ass1gned, in whole or in part, and the provisions of th1s lease shall extend to and be binding upon the1r heirs, dev1sees, legal 
representallves, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligallons of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or 1mpair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bmd Lessee for any purpose until thirty (30) days 
after the owner of the soil (or h1s heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
thiS lease on the part of the land upon which pro rata renlals are timely pa1d or tendered; however, if the assignor or assignee does not file a ceJ\ifled • 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall lerminate for failure to pay the entire rent!IL : 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligallons, liabilities, and penalties owed to the State by thJ! 
origmallessee or any prior assignee of the lease. including any liabilities to the State for unpaid royalties. • • ······ (B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole" or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, thiS lease is void as of the lime of ass1gnmer-. "an4" • 
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~e • . . . 
ass1gnee 1s: 

(1) a nominee of the owner of the soil; :. •.: • 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidia~. 
(3) a partnership in wh1ch the owner of the so111s 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 m 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, admm1strator. receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the so1l 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 port1on or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under lhis lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately pnor to such surrender; however, such release will not relieve Lessee of any liabilities wh1ch may have accrued under th1s lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompamed by the 
prescnbed filing fee. If any such assignment is not so filed, the rights acqwed under this lease shall be subject to forfeiture at the option of the 
Comm1ssioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaming to the lease of the above-descnbed land have been included m th1s mstrument, 
including the statement of the true consideration to be paid for the execution of this lease and the nghts and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased prem1ses which are not contained in this lease render this lease invalid. 

31 . FIDUCIARY DUTY. The owner of the so1l owes the State a fiduc1ary duty and must fully disclose any facts affecting the State's mterest m 
the leased premises. When the interests of the owner of the soil confl ict with those of the State, lhe 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 with1n th1rty days after it becomes due, or 1f Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or dnlling , 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 with rules and regulat1ons promulgated by the General Land Off1ce, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operallons, 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 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 forfe1ture, and when forfeited the area shall agam be 
subject to lease under the terms of the Relinquishment Act. However, nothmg 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 rights thereunder 
reinstated before the rights 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 th1s lease and the rules and regulations thai may be adopted relallve 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 
th1s lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royallies 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 With or Without court proceedmgs m 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this l1en. Lessee hereby represents that there 
are no prior or superior liens ansmg from and relating to Lessee's activities upon the above-descnbed property or from Lessee's acquisllion of this lease 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare th1s lease forfeited as prov1ded 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest 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 unitlzmg of the interest of the Stale under this lease 



c.• • ,. . 

pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclus1on of this prov1s1on 1n th1s lease sat1sf1es 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 so1l, their officers, employees, partners, 
agents, contractors, subcontractors, guests, inv1tees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages IS sought, including, but not limited to, all losses and 
expenses wh1ch 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 prem1ses 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, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
1s sought, under any theory including tort, contract, or stnct liab1hty, Including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all enwonmental laws; those ansing 
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 anse 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, 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 1n the same manner prov1ded 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 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 h1ghest degree of care and all reasonable safeguards to prevent contammat1on 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 bring or permit to rema1n on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous matef:al• . : 
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 Matenals"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored 1n the usual manner and quan~ll~: • 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER ~NO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGA~~r • 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COIJ!tr • 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, Off 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCV:~~:. 
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 AB9tJT. : 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS t1f' •• 

APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the prov1sions 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 preva1l over any nonconforming lease provisions. 

38. EXECUTION. Th1s oil and gas lease must be s1gned and acknowledged by the Lessee before it IS filed of record in the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of th1s 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, th1s lease must be filed of record 1n the office of the 
County Clerk 1n any county in wh1ch all or any part of the leased premises is located, and cert1fied cop1es thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from h1s 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 
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 this lease, the rentals for this lease have been PAID-UP for the second (2nd) and 
third (310

) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the fourth (4'") and fifth (5'") 
years of the primary term provided for herein by tendering a payment of one thousand five hundred dollars ($1 ,500.00) per net acre, such payment to be 
d1vided equally between the State of Texas and the owner of the soil and made prior to June 13, 2016, as to any acreage covered hereby and not 
otherwise bemg 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 withm 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 premises or lands pooled therewith, Lessee agrees to begin a continuous drilling program within 
180 days after the end of the primary term or within 180 days after completion of such well or the cessat1on 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 un1ts have been 
dnlled, allowmg not more than 180 days to elapse between the completion of one well and the commencement of the succeeding well. Should Lessee 
fa11 to begin the continuous dnlling 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 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 100 feet below the base of the 
deepest penetrated formation. As used in this paragraph: i) the term "commiSSion· means the Railroad CommiSSIOn of the State of Texas or any 
successor agency, ii) the term "proration unit" means any acreage designated as a drilling unit or production unit in accordance w1th the rules of the 
commiss1on (or any other governmental authority having jurisdiction) or any umt formed by pooling as provided in this 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 1n1tlal 
potential test report IS filed with the commission, 1f a productive well, or the date the plugging report is filed with the commission, if a dry hole, in either 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have 
the rights of ingress and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled therewith, for the 
purposes described in paragraph 1 hereof, together with easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of 
the leased premises for the exploration, development, production, gathenng or transportation of oil, gas and other products from the lands still subject to 
th1s lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells requ1red or perm1tted 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: RUSSELL B. "JERRY" McGOWEN, Ill a/kla 

R. B. McGOWEN, Ill 

Individually and as agent for the State of Texas 

Date: ___ b_-_4_,_-_ 1_:3:....____ 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

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

Date: _CP~(_L....,.,_?L-.L..(_'Z..=-.::>-t=-3..__ 

••• • • • •• 

• • •••••• • 
•••• • • • •• • 

BEFORE ME, the undersigned authority, on this day personally appeared !!.:J o>::!h.:.:..n~W'-'-'-. W~a""'ls~h:..._ _________ _ _ _ _____ • 

• • •••••• • known to me to be the person whose name is subscnbed to the foregoing instruments as Attorney-m-Fact 

of P-H Energy, LLC, general partner of Petrohawk Properties, LP. a Texas limited partnership and acknowledged to me thatJle • 
• • • 

executed the same for the purposes and consideration therein expressed, in the capac1ty stated, and as the act and deed of sa1d hm1ted partnership. • • •• 

Given under my hand and seal of office this the ~ 1 day of 

,,~~~~·~z,,,, 
~~~X,<:t-s N fSTELA NAVARRO I 
~~:·.J\r./ . .E o tory Public, Sta te or Tex 

I
t "-!,~{c,;·;~··.l Msy Commission Expires as 

''"""' ep tember 13 . 20!6 I 

Notary Public in and for ~~ 

STATE OF TEXAS 

COUNTY OF 6 V'a-; .S () 1"\ 

BEFORE ME, the undersigned authority, on this day personally appeared RUSSELL B. • JERRY" McGOWEN, Ill alk/a R. B. McGOWEN, Ill, 

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

purposes and consideration therein expressed, 10 the capacity stated, and as his free act and deed. 

Given under my hand and seal of office th1s the 

TUSCA MORA 
NOTAAY PUBUC 
STATE Of TEXAS 

MY <ntW. EXPIAES 07~14 

17 day of JUYt e. ' 2013. 

tfuu ?P 1. Ovt 
Notary Public in and for 5kJ-c of Tc.x C..5 
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•' 13-04850 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Jul10, 2013 at 02:21 :00 PM 

Notice of Confidentiality Rights: If you are a natural person, you may remove or str ike any o f 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, Z!Cexas 

OIL AND GAS LEASE 

... . 
• • •• 
• 

• • •••••• • 
• ••• • • • •• • 

• 
• • •••••• • 
• • • • • •• •• 

THIS AGREEMENT is made and entered into this 13th day of ___ _,_Ju:::.:nc:..:e::..._ ___ , 2013, between the State orTexas, actmg 

by and through 1ts agent, JACK LOUIS McGOWEN, husband of Melissa McGowen, dealing herein with h1s separate property 

whose mailing address is 711 NORTH TRAVIS STREET SHERMAN TEXAS 75090 

said agent herein 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.._L,P'---------

whose mailing address is __ __,P__,O""S"'T~Or..:.F.:..F.:.:IC""E"'-"'B"'O'-'-X'-'2"'2"-'7--'1-"'9.._, H:..:.::::O_,.U"'S.,.T_,O"'N,_,_, ....:.T.=E""X"-'A""S--'7'-'7-"0-"-27.:...--"'9.!<.99,..,8..._ _____ hereinafter called Lessee. 

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

The SW/4 of the NW/4 of the SW/4 and the W/2 of the SE/4 of the NW/4 of the SW/4 of Section 48, Block 57, Township 1. A-4241 , T&P RR Co. 
Survey, Reeves County, Texas, contaimng 15.000 acres, more or less 

containing _ _ 1.,.,5..,..0""0,_,0,._ __ acres, more or less. The bonus consideration paid for this lease IS as follows: 

To the State of Texas: ONE THOUSAND FOUR HUNDRED SIX DOLLARS AND 25/100 

Dollars ($1 .406.25) 

To the owner of the soil: ONE THOUSAND FOUR HUNDRED SIX DOLLARS AND 25/100 

Dollars ($1 .406.25) 

Total bonus cons1derat1on: TWO THOUSAND EIGHT HUNDRED TWELVE DOLLARS AND 50/100 

Dollars ($2,812.50) 

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

---------- ------- Dollars ($1 ,500.00) per acre, on 1.875 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 (herem called "primary term") and as long thereafter as oil and gas, or either of them, is produced 1n paying quant1t1es from said land. As 
used in this lease, the term "produced in paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the 
---------------- Bank, at PAY DIRECTLY TO OWNER o=-F=-=TH:--E::--::-S"""""O"""IL--



·' 

or tis successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount spectfied below; 1n addtlton, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before satd date. Payments under thts paragraph shall operate as a rental and shall cover the privilege of defernng the commencement of a well for 
one (1) year from satd date. Payments under this paragraph shall be 1n the followmg amounts: 

To the owner of the soil: --------------------------------
Dollars (S _____ _____ -' 

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 successtve 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 
asstgnee of this lease, and may be delivered on or before the rental paying date. If the bank destgnated in this paragraph (or its successor bank) should 
cease to exist, suspend business. liquidate. fail or be succeeded by another bank, or for any reason fail or refuse to accept rental. Lessee shall not be 
held 1n default for failure to make such payments or tenders of rental until thtrty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument namtng another bank as agent to recetve such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of otl and/or gas. Lessee agrees to pay or cause to be patd one-half (112) 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 (112) 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 provtded, 
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 Commtsstoner of the CiEi~eral. 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any. offered or patd for oil, condensate, dtsltllate, or other liqe~: 
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 
paid 1n the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that .befor~ 
any gas produced from the leased premises is sold, used or processed 1n a plant, 11 will be run free of cost to the royalty owners through an adeqooteQI• 
and gas separator of conventional type, or other equtpment at least as effictent. so that all liquid hydrocarbons recoverable from the gas by such ~eans . . ... 
wtll be recovered. The requtrement that such gas be run through a separator or other equtpment may be watved, 1n wntlng, by the royalty ownera !'e• n : 
such terms and condttlons as they prescribe. 

• 
(B) NON PROCESSED GAS. Royalty on any gas (includmg flared gas), whtch IS defined as all hydrocarbons and gaseous substanch~· 

defined as oil in subparagraph (A) above, produced from any well on satd land (except as provided herem wtlh respect to gas processed 1n a pl~nt for 
the extraction of gasoline, liqutd hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof. ~T I~ : 
option of the owner of the sotl or the Commissioner of the General Land Office. such value to be based on the htghest market pnce patd or offeree"fol" • 
gas of comparable quality 1n the general area where produced and when run, or the gross price paid or offered to the producer, whtchever IS the greater: 
provtded that the maxtmum 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 spectfic 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the ltme of testmg. 

(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 1/4 part of the restdue gas and the liquid hydrocarbons extracted or the market value thereof. at the optton of the owner 
of the soil or the Commtsstoner of the General Land Office. All royalttes due heretn shall be based on one hundred percent (100%) of the total plant 
production of restdue gas attnbutable to gas produced from this lease, and on fifty percent (50%), or that percent accrumg to Lessee, whtchever ts the 
greater, of the total plant productton of liqutd hydrocarbons attnbulable to the gas produced from th1s lease; provided that 1f hqutd hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, substdtary or affiliate) owns an interest. then the percentage applicable to liqutd 
hydrocarbons shall be fifty percent (50%) or the htghest percent accruing to a thtrd party processing gas through such plant under a processmg 
agreement negotiated at arm's length (or if there is no such lhtrd party, the htghest percent then being specified in processmg agreements or contracts tn 
the mdustry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determmed by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area. or 2) the gross price patd 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 liqutd 
hydrocarbons) whether satd gas be "casmghead," "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 opt1on of the owner of the soil or the Commtssioner 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 1n whtch such product 1s 
produced, or 2) on the basts of the average gross sale price of each product for the same month m whtch such products are produced; whtchever ts the 
greater. 

5. MINIMUM ROYAL TV. During any year after the expiration of the pnmary term of this lease, 1f thts lease is mamtamed by productton, the 
royalties pa1d under thts lease m 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 anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties patd during the preceding year. If Paragraph 3 of thts 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 proviston in this lease, at any lime or from time to ltme, the owner of the soil or the 
Commisstoner of the General Land Office may, at the option of etlher, upon not less than sixty (60) days nobce to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commisstoner 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 Commtssioner 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 accrumg under lhts lease (including those pa1d in kind) shall be wtlhout deductton for 
the cost of producmg, gathenng, storing, separating, treating, dehydrating, compresstng, processing, transporting, and otherwtse makmg the otl, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recetved, mcludmg 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 proporttonate share of any fuel 
used to process gas produced hereunder in any processmg plant. Notwithstanding any other provision of ths 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 premises or for 
inJection into any oil or gas producmg 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 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 Commisstoner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
IS due and must be recetved In the General Land Office on or before the 5th day of the second month succeeding the month of producl1on, and royalty 
on gas 1s 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, 
accompanted by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offtce 
and showmg the gross amount and disposition of all 011 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, dtsposition and market value including gas meter readmgs, pipeline recetpts, gas line recetpts and 
other checks or memoranda of amount produced and put mto pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production. dtspostllon and market 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 showtng by the assigned General Land Office lease number the amount of royalty being patd on each lease. If Lessee pays 
hts 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, whtchever ts 
greater. A royalty payment which ts over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whtchever ts greater. In addttion 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such mterest will begin to accrue when the royalty ts stxty (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 admtmstrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paytng or causmg 
royalties to be paid as prescnbed by the due date provtded herein. Payment of the delinquency penalty shall in no way operate to prohtbit the State's 
nght of forfeiture as provided by law nor act to postpone the date on which royalties were origtnally due The above penalty provtstons shall not apply m 
cases of title dispute as to the State's portion of the royalty or to that portton of the royalty in dispute as to fatr market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furntsh the Commtsstoner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish sa•d Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts wtthin 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 otherwtse authonzed by Lessee. All other contracts and records pertasnsng to the production. 
transportation, sale and marketsng of the oil and gas produced on said premtses, sncluding the books and accounts, recetpts and dtscharges of all wells. 
tanks, pools, meters. and pipelines shall at all limes be subJect to inspectton and examsnation by the Commtsstoner 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 Commtsstoner 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 Ratlroad Commission forms for application to dnll. Coptes 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 Ratlroad Commisston All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submttled to the Texas 
Ratlroad Commission or any other governmental agency shall include the word "State• in the lttle. Additionally, in accordance wtth Ratlroad ComnMtJ1n : 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must als~ • 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports. cuttsngs and cores, or otht!r 
Information relative to the operation of the above-descnbed premises, whtch may be requested by the General Land Office, sn addtllon to those ~im • 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface ca~ng to 
the total depth of well, of all wells drilled on the above described premtses and shall transmit a true copy of the log of each survey on each well ~~~. 
General Land Office wtthin fifteen (15) days after the making of said survey. • • • 

• 
(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not fi led 1n the General Land Office~. 

due. The penalty for late filing shall be set by the General Land Office administrative rule whtch IS effective on the date when the matenals were due tn 
the General Land Office • • • : 

•••• 
11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the pnmary term hereof and pnor to dtscovery and 

production of oil or gas on satd land, Lessee should drill a dry hole or holes thereon, or if during the pnmary term hereof and after the dtscovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not termsnate tf on or 
before the expiration of stxty (60) days from date of completion of said dry hole or cessatton 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 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 otl or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect wtthout further operations unttl the exptration of the pnmary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may mainta tn this lease by conducting additional dnlling or reworksng 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of product ton under Paragraph 13 Should the first 
well or any subsequent well drilled on the above descnbed land be completed as a shut-in oil or gas well wtthin the primary term hereof. Lessee may 
resume payment of the annual rental in the same manner as provided herem on or before the rental paying date following the exptratlon of SIXty (60) 
days from the date of completion of such shut-sn oil or gas well and upon the fatlure to make such payment, thts lease shall tpso facto termsnate. If at the 
exptration of the primary term or any time thereafter a shut-in oil or gas well ts located on the leased premtses, payments may be made in accordance 
wtth the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, netther oil nor gas is besng 
produced on said land, but Lessee is then engaged in drilling or reworktng operattons thereon, this lease shall remain in force so long as operations on 
satd well or for drilling or reworktng of any additional wells are prosecuted in good faith and in workmanlike manner wtthout snterrupttons totaling more 
than stxty (60) days during any one such operatton, and tf they result in the production of oil and/or gas, so long thereafter as 011 and/or gas 1s produced 
sn paysng quantities from satd land, or payment of shut-in oil or gas well royalties or compensatory royalties ss made as provsded tn this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premsses, after once obtasned, should cease from any cause, this lease shall not terminate sf Lessee commences addslional dnll1ng or reworksng 
operations within ssxty (60) days after such cessation, and this lease shall remasn in full force and effect for so long as such operations contsnue in good 
fatth and in workmanlike manner without interruptions totaling more than ssxty (60) days. If such drilling or reworking operations result sn the production 
of oil or gas, the lease shall remain in full force and effect for so long as osl or gas is produced from the leased premises in paysng quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herem or as provtded by law. If the dnlling or reworksng 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlhng or reworksng 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall rematn in effect so long as Lessee continues dnlling or 
reworksng operations in good fasth and in a workmanlike manner without mterruplions totaling more than ssxty (60) days. Lessee shall give wntten notice 
to the General Land Office wsth1n thsrty (30) days of any cessation of productson. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
mamtained 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 besng 
produced for lack of su itable production facilittes or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease. but not less than $1 ,200 a year for each well capable of producing oil or gas sn paysng 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 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 premises, or (3) 60 days after Lessee completes a drilling or reworking operatson in accordance 
wtth 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 sosl. If the shut-in oil or gas royalty is paid, the lease shall be conssdered 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 whsch 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exssts, Lessee may extend the lease for four 
more successive periods of one {1) year by paysng 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 ss kept in effect by payment of the shut-in oil or gas royalty, oil or gas ss 
sold and delivered in paysng quantities from a well located within one thousand {1,000) feet of the leased premsses and completed 1n the same producsng 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in osl or gas royalty shall cease. but 
the lease shall remam effectsve for the remainder of the year for whsch the royalty has been pasd. The Lessee may maintasn the lease for four more 
success1ve years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of productton from the well caussng 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half {1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed sn the 
same producing reservoir and located within one thousand {1,000) feet of the leased premises. If the compensatory royalty pasd in any 12-month penod 
ss an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the dsfference within thirty {30) days from the end of the 
12-month penod. Compensatory royalty payments which are not timely pasd wsll accrue penalty and mterest in accordance w1th Paragraph 9 of thss 
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lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52. 173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

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

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

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus orig inally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. ... . 

• • 
(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of !I • 

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. Witlfln 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a sa tis~. 
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 ~neral 
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 rfiMC~ . 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, the If '\he • 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record sueh 
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 an<t ~"~ . 
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 his obhg<ltion .. 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1.000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receive r or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
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 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, rebell ion. riots . 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

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

25. POLLUTION . In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its disposal to 



recapture all escaped hydrocarbons or other pollutant and shall be responsrble for all damage to public and pnvate propertres. Lessee shall build and 
ma.ntain fences around its slush, sump, and drainage prts and tank batteries so as to protect livestock against loss, damage or .njury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush prts and cellars and completely clean up the dnllrng srte of all rubbrsh 
thereon. Lessee shall, while conducting operations on the leased premrses, keep said premises free of all rubbrsh, cans, bottles. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near rts original condrtion and contours as rs 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 cas.ng, wrthin one hundred twenty (120) days after the exprratron or the 
term.natron of this lease unless the owner of the soil grants Lessee an extension of thrs 120-<lay penod. However, Lessee may not remove cas.ng from 
any well capable of produc.ng orl and gas in paying quantitres. Addrtronally, Lessee may not draw and remove casrng untrl after thrrty (30) days wnlten 
notice to the Commissroner of lhe General Land Office and to the owner of the soil. The owner of the sorl shall become the owner of any mach.nery, 
frxtures. or casing which are not timely removed by Lessee under the terms of thrs paragraph. 

27. (A) ASSIGNMENTS. Under the condrtions contained in this paragraph and Paragraph 29 of thrs lease, the nghts and estates of erlher 
party lo lhrs lease may be assrgned, in whole or in part, and the provisions of lhrs lease shall extend to and be binding upon !herr herrs, devrsees, legal 
representatives, successors and assrgns. However, a change or divisron in ownership of the land, rentals, or royaltres will not enlarge the obligations of 
Lessee, diminish the nghts, pnvileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair I he effectrveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or roy allies shall b.nd Lessee for any purpose untrl thirty (30) days 
after the owner of the soil (or his heirs. devisees, legal representatives or assigns) furnishes the Lessee wrth satrsfactory wntten evrdence of the change 
rn ownershrp, including the origrnal recorded munrments of IItie (or a cert1fied copy of such ong1nal) when the ownership changed because of a 
conveyance. A total or partial assignment of th1s lease shall, to the extent of the interest ass1gned, reheve and discharge Lessee of all subsequent 
obligations under thrs lease. If lh1s lease is ass1gned in its entirety as to only part of the acreage, the nght and option to pay rentals shall be apportroned 
as between lhe several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fai lure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subJect to all obligations, liabilities, and penalt1es owed to the State by the 
ong.nal lessee or any prior assignee of the lease, including any liabilities to the Slate for unpaid royalties. ... . 

• • 
(B) ASSIGNMENT LIMITATION. Notwithstanding any provrsron in Paragraph 27(a), 1f the owner of the sorl acqUires thrs lease 1n whole or ~~ • 

part by ass1gnment w1thout the prior written approval of the Commissioner of the General Land Office, th1s lease IS vo1d as of the trme of assignment a~d 
the agency power of the owner may be forfeited by the Comm1ss1oner. An assrgnment Will be treated as 1f 1t were made to the owner of the sort i ~li& • 
ass1gnee rs: • 

(1) a nominee of the owner of the soil; • • •: •. 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidia.,;- • 
(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 whrch is the owner of the soil; : ••• :. 
(5) a partner or employee 1n a partnership which is the owner of the sorl; • 
(6) a fiducrary for the owner of the soil; includ.ng but not limrled to a guard1an, trustee, executor, administrator, receiver. or conservator fo~ l+le. : 
owner of the soli, 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 condrtions conta.ned 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 portron or portions of the leased prem1ses. and thereby surrender th1s 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 this lease 
immediately prior to such surrender; however, such release will not reheve Lessee of any liabilities which may have accrued under lh1s lease prior 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 1n which the instrument is recorded, must be filed in the General Land Office w1thin 90 days of the last execution date accompanred by the 
prescnbed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfe1ture 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 included in th1s instrument, 
including the statement of the true consideration to be paid for the execut1on of this lease and the rights and duties of the partres. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not conta1ned rn th1s lease render th1s lease 1nvalrd 

31. FIDUCIARY DUTY. The owner of the sort owes the State a fiduoary duty and must fully d1sclose any facts affect.ng the State's .nterest 1n 
the leased premises. When the 1nterests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the Stale's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due. or if Lessee or an 
authonzed agent should know1ngly make any false return or false report concerning production or drilling, or if Lessee shall farl or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commrssioner of the General Land Office, or 1f Lessee 
should fall 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 Rarlroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations. or rf Lessee or 
an authorized agent should knowingly fail or refuse to grve correct Information to the proper authonty, or know.ngly fail or refuse to furnrsh the General 
Land Office a correct log of any well, or 1f Lessee shall knowingly violate any of the material provisions of th1s lease, or if this lease IS assigned and the 
ass1gnment is not filed in the General Land Office as required by law, the nghts acquired under th1s lease shall be subject to forferture by the 
Commrssioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forferted the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of th is 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satrsfactory evidence to the Commissioner of the General Land Office of future comphance w1th 
the provisions of the law and of th1s 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 hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State, in addition to the lien prov1ded by Texas Natural Resources Code 52.136 and any other apphcable statutory lien, an 
express contractual hen on and security interest in all leased m.nerals in and extracted from the leased prem1ses, all proceeds whrch may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a thrrd party, and all fixtures on and Improvements to the 
leased prem1ses used 1n connection with the production or processing of such leased mrnerals in order to secure the payment of all royaltres or other 
amounts due or to become due under thrs lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or cond~ion of this lease, whether express or implied. This hen and security interest may be foreclosed with or wrthout court proceedings 1n 
the manner provided in the Trtle 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commrss1oner may requrre Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, altach or perfect thrs hen. Lessee hereby represents that there 
are no prior or superior liens ans.ng from and relating to Lessee's activities upon the above-descnbed property or from Lessee's acqu1s1tion of this lease. 
Should the Commissroner at any time determine that th1s representation is not true, then the Commissioner may declare this lease forferted as prov1ded 
herern. 

34. POOLING. Lessee is hereby granted the nght to pool or unrllze the royalty .nterest 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 un1trzing of the interest of the State under tpis 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 sa!rsfies 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 act1on 
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 operat1ons 
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, their officers. employees and agents. their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased prem1ses or in any way related to Lessee's failure to comply with any and all environmental laws; those ansing 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those ansmg 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, 1ts directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection 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. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient 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 premises any asbestos containing materials, explosives, toxic matenals, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordmary products commonly used in connection with oil and gas exploration and development operations and stored 1n the usual manner and qucfn,~ Jas .: 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER ANr>• 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAIN!>T 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND ~U~,-. 
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 OCCUPAN~'f'\:ll't. 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WJfl"ER• 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOI.H 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENf~ .Qt:. 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESP~NSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIA.liEt.Y : 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF 'J~I~• 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. Th1s lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed 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 it 
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'd) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the fourth (41h) and fifth (5111

) 

years of the primary term provided for herein by tendering a payment of one thousand five hundred dollars ($1 ,500.00) 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 13, 2016, as to any acreage covered hereby and not 
otherwise being maintained by any other provision herein at such time. 

41 . If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or within 180 days prior to 
the expiration of the primary term Lessee has completed a well as a dry hole or commenced a well on the leased premises or lands pooled therewith , or 
Lessee is then engaged in operations on the teased premises or lands pooled therewith, Lessee agrees to begin a continuous drilling program within 
180 days after the end of the primary term or within 180 days after completion of such well or the cessation of such operations, whichever is the later 
date; and thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all prorallon units have been 
drilled, allowing not more than 180 days to elapse between the completion of one well and the commencement of the succeeding well. Should Lessee 
fail to begin the continuous drilling program or subsequently default in the performance thereof, then in either event, this lease shall terminate as to all 
lands covered hereby, save and except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, 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, ii) the term "proration unit" means any acreage designated as a drilling unit or production unit in accordance with the rules of the 
commission (or any other governmental authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and 1v) the terms "completed" and ·completion· mean the date the 1mtial 
potential test report is filed with the commission, if a productive well, or the date the plugging report is filed with the comm1ssion, if a dry hole, in either 
event no later than 60 days after the drilling rig has been released. Notwithstanding the partial termination of th is lease, Lessee shall continue to have 
the rights of ingress and egress across all of the leased premises to and from lands that remain subject to this lease. or lands pooled therewith, for the 
purposes described in paragraph 1 hereof, together with easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of 
the leased premises for the exploration, development, production, gathering or transportation of oil, gas and other products from the lands still subject to 
this lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells reqwed or permitted by this lease shall 
be the termination or partial termination of Lessee's rights under the lease as provided above. 



' 
IN WITNESS W HEREOF, this instrument is executed on the date first above written. 

STATE OF TEXAS 

lnd1v1dually and as agent for the State of Texas 

Date. _...::G.::..-~_--LI..L'l_·-__,d-=v==-· :....l ....!.t? __ 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: PETROHAWK PROPERTIES, LP 

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

Date: G (z.. c ( 2...!:) I ~ 

..... . . 
•• 

BEFORE ME, the unders1gned authority, on th1s day personally appeared "'Jo"-'h.!!.n'-'W~. W~a,ls""h'------------------~...,. 
• • 

known to me to be the person whose name is subscnbed to the foregoing instruments as Attorney-in-Fact : • • ~ • • 

of P-H Energy, LLC, general partner of Petrohawk Propert1es, LP. a Texas lim1ted partnership and acknowledged to me t~~l"~ ~ 

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 :J 1 day of ~ , 2013 ! • • • ~ • 

~ .. li • .. .a 
7~-nrw~ .... 

Notary Public in and for _ __,~:::...::~:.:~:..:.... _______ _ 
~'~~tr_z;,,, ESTELA NAVARRO 
- o~·< , f"':· ·"!'~ Notary Public, State or Texas 
;~.. .·-:~ My Commission Expires 
-:;,~~r,;?,~;:~"/ September 1 3, 2016 

STATE OF TEXAS 

COUNTY OF G fCU{SOVl 

BEFORE ME, the undersigned authority, on this day personally appeared JACK LOUIS McGOWEN, 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 cons1derat1on therein 

expressed, in the capacity stated, and as h1s free act and deed. 

G1ven under my hand and seal of office this the /7 day of _ _,JZ<_'-"'"'"'"'Yl._t.=-----• 2013 

duzca /r( QJ/. / ( 
Notary Public in and for 5/u..fc 0~ T-!.X4S 
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PETROHAWK ENERGY CORPORATION 1.3713309 165874 
1360 POST OAK BLVI'1., SUITE 1900CT · HOUSTON, TX 77056 inquiry@bhpbilliton.com CHECK NO. 

REFERENCE INVOICE DATE INVOICE NO. INVOICE AMT. PRIOR PAYME_NT-1----'-D_;;IS"""C-'-O..:...UN_T_-+-_A_M_O_U_N_T _P_A_ID 

EPL01 JUL2013-
1 

•••• • • • • • 
• •••••• • • 

• 
• •• • • • • •• 

• 
•• • • • • •• 

6/26/13 CKREO-GENL LA 
ND.OFC.ST.OF.T 

X -06/26/13-1 

5,625.00 

SOIL OWNERS: R.B. MCGOWEN, JR. 1/4, RUSSELL B. 
MCG 

5,625.00 

4372il!LCQMMJSSIONER_~I"'l'Ri!. TEXAS GENERAL LAND l CHECK DATE 

OFFICE 07/02/13 TOTAL $5,625.00 
------~----=~n=o=n~_?n~n 



PETRO'H.AWt) ENERGY CORPORATION 
1360 POST OAK"BLVD., SUITE 1900CT • HOUSTON, TX 77056 inquiry@bhpbilliton.com CHECK NO. 

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

EPL01JUL2013 6/26/13 CKREO·GENL.LA 5,625.00 
1 ND.OFC.ST.OF.T 

X -06/26/13-1 

SOIL OWNERS:: A.B. MCGOWEN, J l 1/4, RUSSELL B. 
MCG 

•••• • • -• • 
• •••••• • • 

• 
• •• I • • • 
~ .. 

Received By: 
• 

•• • • • ••• 

43Z29_4_ CQMMISSIQt::JEB {9PJ1P8E IEXAS GENEBALLA~n CHECK DATE 
TOTAL OFFICE 07/02/ 13 

WARNIN DO NOT ACCEPT THIS UNLESS YOU CAN SEE A WATERMARK. 

PETROHAWK ENERGY CORPORATION 
ACCOUNTS PAYABLE DISBURSEMENT A CCOUNT 

1360 POST OAK B LVD., SUITE 1900CT 
HOUSTON, TX 77056 
inquiry@bhpbi lliton.com 

BankofAmerlca ~ 

~~ 
DATE 

07/02/13 

I 

PAY Five Thousand Six Hundred Twenty-Five Dollars And Zero Cents·············· ······· .. ················*'·············· 

165874 

AMOUNT PAID 

5,625.00 

$5,625 .00 

BOL0-200 

165874 

COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE 
ATTENTION MINERAL LEASING 

AMOUNT 
$********5 ' 625.00 

TO THE 
ORDER 
OF 

1700 N CONGRESS AVE 
AUSTIN, TX 78701 USA 

II' ~ b 58 7 ~ II' 

VOID AFTER 180 DAYS 



EXPLORATION LAND SERVICES LLC 
P.O. BOX 52105 
LAFA YETIE, LA 70505 

j 

IBERIABANK 454 7 

L3713956 ~ 
7/15/2013 

PAY TO THE __ T_e_x_a_s_G_e_n_e_r_a_l L_a_n_d_O_ffi_,_c_e _____________________ __JI $ **550.00 
ORDER OF . 

Five Hundred Fifty and 00/1 OO***"'*****w* .. "'************"w***•***•**•*'****'lt"**""•******w*********• .. * ****** .. *****•******** ******* 
-------------------------------------------DOL~RS ~ 

MEMO 

Texas General Land Office 
1700 Congress Avenue 
Stephen F. Austin Building RM847 
Austin, TX 78701 

Filing-8 leases; Processing-3 Tracts & 1 Assign 
-

E)(PLORATION LAND SERVICES LLC 

Texas General Land Office 
Date Type Reference 
7/15/2013 Bill Filing&ProcessingFee 

Original Amt. 
550.00 

- --------.. .. 

7/15/2013 
Balance Due Discount 

550.00 
Check Amount 

Iberia Bank Filing-8 leases; Processing-3 Tracts & 1 Assign 

4547 

Payment 
550.00 
550.00 

550.00 



EXPLORATION !~AN.D SERVICES, LLC 
P 0 Box 52105 • Lafayette, Louisiana 70505-2105 · Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

July 15,2013 

vir. Drew Reid 
Texas General Land Office 
1700 Congress Avenue 
Stephen F. Austin Building, RM 847 
Austin, Texas 78701 

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

Dear Drew: 

Via FedEx 

Enclosed herewith, please find certified copies of eight (8) Oil and Gas Leases and one (1) Assignment 
of Oil and Gas Leases and Bill of Sale taken in the name of the tate of Texas. in favor ofPetrohawk 
Properties, LP, listed as follows: 

Lea e No. 
ELS-0116A 
ELS-0123 
ELS-0124B 
ELS-0125C 
ELS-01250 
ELS-0127A 
ELS-0127B 
ELS-0127C 
HK-0087 

Date 
05/24/2013 
05/24/2013 
06113/2013 
06/10/2013 
06110/2013 
06/13/2013 
06/13/2013 
06/13/2013 
06/21/2013 

Lessor 
Walter C. Cremin, ill 
Stanley . Staples 
Cox Family Trust 
John E. Bley 
Robert M. Bley 
R.B. McGowen, ill 
Jack Louis McGowen 
R.B. McGowen, Jr. 
Unit Petroleum Company 

Also enclosed, please find a check in the amount of$550.00. This amount covers the filing fees for the 
eight leases & one assignment@ $25/per lease. It also covers the filing fees for the tracts listed under 
ELS-0123; ELS-0124B & ELS-0127A, B & C@ $1 00/tract. This covers all required fees associated 
with the above listed leases. Be advised that the filing fees for tracts listed under EL -00 116A were paid 
by check number 5384, issued May 20, 2013, and the filing fees for the tracts listed under EL -0 125C 
& D were paid by check number 5474, issued June 27, 2013. 

Please sign and return the copy of the check to me in the enclosed prepaid envelope. 

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

encl. 



SECTION 48, BLOCK 57, TOWNSHIP 1, ABSTRACT 4241 , T&P RR CO. SURVEY, REEVES COUNTY, TEXAS, 

THE SE/4 OF THE SE/4 OF THE SE/4 
THE NW/4 OF THE SE/4 OF THE SE/4 
THE SE/4 OF THE NE/4 OF THE SE/4 

THE SW/4 OF THE NE/4 OF THE SE/4 LESS AND EXCEPT THE WEST 3 ACRES OF THE N/2 OF THE SW/4 OF THE NE/4 OF THE SE/4 
THE NW/4 OF THE SW/4 OF THE SE/4 

THE S/2 OF THE SE/4 OF THE SW/4 OF THE SE/4 
THE S/2 OF THE NW/4 OF THE SE/4 

THE NW/4 OF THE NW/4 OF THE SE/4 
THE NE/4 OF THE SE/4 OF THE SW/4 
THE SW/4 OF THE SE/4 OF THE SW/4 

THE N/2 OF THE NW/4 OF THE SE/4 OF THE SW/4 
THE W/2 OF THE S/2 OF THE NW/4 OF THE SE/4 OF THE SW/4 

THE E/2 OF THE NE/4 OF THE NW/4 OF THE SW/4 
THE E/2 OF THE SE/4 OF THE NW/4 OF THE SW/4 

THE NW/4 OF THE NW/4 OF THE SW/4 
THE W/2 OF THE NE/4 OF THE NW/4 OF THE SW/4 

THE NW/4 OF THE NE/4 OF THE SW/4 
THE NE/4 OF THE NE/4 OF THE SW/4 
THE SE/4 OF THE NE/4 OF THE SW/4 
THE S/2 OF THE SW/4 OF THE SW/4 

THE SW/4 OF THE SW/4 OF THE SE/4 OF THE SE/4 
THE N/2 OF THE SE/4 OF THE SW/4 OF THE SE/4 

Bonus Per 
Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 

t;UX t-A MIL Y I KU::i I 192 60.87239600% 116.87500032 $1,500.00 $87,656.25 $87,656.25 $175,312.50 
TOTALS 116.87500032 $87,656.25 $87,656.25 $175,312.50 

< 

7 SECTION 48, BLOCK 57, TOWNSHIP 1, ABSTRACT 4241 , T&P RR CO. SURVEY, REEVES COUNTY, TEXAS, 

SW/4 OF THE NW/4 OF THE SW/4 AND THE W/2 OF THE SE/4 OF THE NW/4 OF THE SW/4 

~ Bonus Per 
Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 

R.B. McGowen, Il l 15 1/8 1.87500000 $1 ,500.00 $1,406.25 $1,406.25 $2,812.50 v lJ Ja,ck Louis McGowen 15 1/8 1.87500000 $1,500.00 $1,406.25 $1,406.25 $2,812.50 ( KB. McGowen, Jr. 15 1/4 3.75000000 $1 ,500.00 $2,812.50 $2,812.50 $5,625.00 
.!9TALS 7.50000000 $5,625.00 $5,625.00 $11 ,250.00 

!Total Amount paid by check I $163,406.251 

' • • •• • . . • • • • • • • • • • • • • • • •• • • • • ••• • • • ••• . 
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December 9, 2013 

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

Re: tate Lease MF 115566 

Dear Mr. Strother: 

Three RAL leases covering 15 ac., Sec. 48, Blk. 57, T- l, T&P 
Ry. Co. Su rvey, Reeves Co, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
fi led in our records under Mineral File numbers as set out on Page 2. Please refer to these num bers when 
ma king payment to the tate a nd in all future cor respondence concerning the lea es. Failure to 
include the mineral file number may delay processing of a ny paymen ts towards the lea es. 

There are several contractual and statutory responsibi li ties for the Lessee which are material provisions ofthe 
lease as outli ned in the agreement such as Section I 0(8) which requi res submission of written notice for all 
drilling, production and related activities. When forms are filed with the Texas Railroad Commission, they 
are required to be submitted to the General Land Office as well. Examples are W-1 , Application to Drill; W-
2, Oil Well Completion Report and Log; G-1 , Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas We ll Classi fication Report; G-10, Gas Well Status Report; W- 10, Oil Well Status Report; W-12, 
Lnclination Report; e lectric logs; directional surveys. 

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

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

Sincerely yours, 

Deborah A. Cantu 
Mineral Leasing, Energy Resources 
(5 12) 305-8598 
deborah.cantu@glo.texas.gov 

Stephen F. Austin Building • 1700 orth Congrcs~ Avenue • Ausrin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-99S-4CLO 

www.glo.statc.tx.us 



State Lease No. Lessor as agent for State ofTX 

MF115566A R.B. McGowen, Jr. 

MF 115566B Russell B. "Jerry" McGowen, Ill 

MF 115566C Jack Louis McGowen 

Dated 

06/13/13 

06/13/13 

06/13113 

Recorded Voi/Page 

13-04849 

13-04848 

13-04850 

Bonus Amount 

$2812.50 

$1406.25 

$1406.25 





Page 1 df 2 

Check No.: 207177 
PaymentType:RENTAL 

Lease Number: 1044508/003 LSE 

Period Covered: 06/13/2016-06/13/201 6 
Payment Amount : $2,812.50 

Original Lessor: R B MCGOWEN JR 

175065 0511 1 000021 000081 001/004 

Lease Effective Date: 06/13/2013 Recording Information: Book # 101 O Page# 406, 13-04849 

State: TX County: REEVES 

Check Remarks: 

:, :~:115566A DELAY RENTAL FOR YRS 4,5 16 7114 7 2 
BL~ 57, T1 , SEC. 48 

••••• • 
• 

• •••••• • • 

• 
• •• • • • •••• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

(BA#}:80104210 Payment Amoun~ 812.50 



., 0047 09 

• 

••• • • •••• ... . . . 
• 

• 
• •••••• • • 

• 
•• • • • • •••• 



Page 1 of 2 

Check No. : 207175 
Payment Type: RENTAL 

Lease Number: 1044508/001 LSE 

\ 

Period Covered: 06/13/2016-06/13/2016 
Payment Amount: $1,406.25 

Original Lessor: RUSSELL B MCGOWEN Ill 

175065 0511 1 000017 000065 001/004 

Lease Effective Date: 06/13/201 3 Recording Information : Book# 1010 Page # 399. 13-04848 

••• • • •••• 
• ••le•• ' 

• Check Remarks: 

State: TX 

0
MF11 55668 RENTAL FOR YRS 4,5 

• •••••• 
• BLr< 57 , T1 , SEC. 48 

• •• • • • •••• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN , TX 78701 

County : REEVES 

16711470 

(BA#):80104210 Payment Amou~ ,406.25 



I 
004705 

•• • • • •••• 
• ••••• • 

• 
• •••••• • • 

• 
•• • • • • •••• 



Page 1 6f 2 ... 

Check No.: 207176 
PaymentType:RENTAL 

Lease Number: 1044508/002 LSE 

Period Covered: 06/13/2016-06/13/201 6 
Payment Amount: $1 ,406.25 

Original Lessor: JACK LOUIS MCGOWEN 

175065 051 1 1 000019000073 00 1/004 

Lease Effective Date: 06/13/2013 Recording Information : Book# 1010 Page# 420, 13-04850 

State: TX 
••• 
• •• Oheck Remarks: 

• • U ~115566C RENTAL FOR YRS 4,5 
• 

BLK 57, T1 , SEC 48 
•• ••• • • 

• 
• •• • • • •• •• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

County: REEVES 

16711471 

(BA#): 80104210 Payment Amouk 406.25 



• • • • • ••• • •• 

File No. M:lf t lSob b 
g€rt:f: ls t+k '-l r 
Le°'se A~l. 

Dale Filed: h / I ( lb 
By B }teorge P. Bu.sh, Commissioner 

•• •• • • •• • • •• • • • •• •• • • • • • •• 
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Anadarko E&P Onshore LLC Mf l \ 55G:>lo 
U{\\"t 'r)lJ-\\ 

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

Division Order 

See reverse for list of 
Properties and Interests. 

YOUR COPY 

Effective Date: Date of First Sa les 

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 rega rd ing 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 unti l the total amount equals $100, or Sept. 30 whichever occurs first, or as required by applicable 
state statute. 

Th is 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. 

Signature of Witness 

Signature of Witness 

/ 

RV45678204 

STATE OF TEXAS 

OFFICE ...... 
Owner Signature/Corporate Title 

Owner Signature/Corporate Title 

Owner Address (if different from above} 

City, State Zip Code 

Owner Daytime Phone 

Email Address 

'Failure to fu rnish your Social SecurityfTax ID number will result in w ithholding tax In accordance with federal law and any tax withheld 
will not be refund ab le by payor. 

-~ All individual parties must complete and return the enclosed W9 to ensure proper payment. A dditional forms may be obtainod at www.irs.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: June 18, 2018 
Prepared By: SARAH HALL 
Suspense Flag: N 



Property 
120349 

Property Name 
BOWFIN STATE 57-1-48 UNIT 1H 

3?3Q - 3 Co 2 2--3 

Product 
All Products 

State/County 
TX/REEVES 

Int Type 
RI 

Interest 
0.06250000 

Legal Description: -. 

1280 ACRES, MORE OR LESS BEING ALL OF SECTION 48, BLOCK 57, TOWNSHIP 1 AND ALL OF SECTION 37, BLOCK 57, 
TOWNSHIP 1, T &P RR CO SURVEY, REEVES AND LOVING COUNTIES, TEXAS. 

·Failuro to fu rnish your Social Security/Tax ID number will resu lt In w ithholding tax In accordance with federal law and any tax withheld 

.. . ~ . .. . 

will not be refundable by payor. . . . 
•• All Individual parties must complete and rolurn the enc losed W9 to ensure proper paymenL Additional forms may be obtained at v1ww.1rs.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: June 18, 2018 
Prepared By: SARAH HALL 
Suspense Flag: N 



August 24, 2018 

Sarah Hall 

TEXAS GENERAl LAND OFFICE 
GEORGE P. BUSH , COMM I S !ONER 

Division Order Analyst 
Anadarko E&P Onshore LLC 
P.O. Box 1330 
Houston, TX 7725 l -9874 

v' 

Re: State Lease Nos. MF l 15422, Iv1F l1 5567, MFl 15499, MFJ 15424, MF I 17107, MFl 15566, 
MFl 15898, IvlFll 7099 MFl 15897, MF 11 5899 and MF115498 
Bowfin State 57-1 -48 lH Unjt 8641 

Dear Mrs. Hall: 

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

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

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

We look fo rward to being put on pay status as soon as you are ab le to set up the wells in our 
RRAC system. 

Thank yo u, 

~~~ 
Landman, Energy Resources 
512-475-0428 
5 J 2-475-1404 (fax) 
vivian.zamora@glo.texas.gov 

1700 orth Congress Avenue, Austin, Texas 7870 1- 1495 
P.O. Box 12873, Austin. Texas 787 11-2873 

5 12-463-500 I glo. texas.gov 



file No. M £ \\ 5 5 L2L, 
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Texas General Land Office 
Reconciliation Billing POBox 12873 

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

Anadarko E&P Onshore LLC 
Attn: Anna Anklam 
PO Box 1330 
Houston, TX 77251-1330 

Total Due 

Billing Date: 3/15/2021 
Billing Due Date: 4/14/2021 
Customer Number: C000044444 

$1,273.43 

Penalty and interest have been calculated thru 3/31/2021. Payment remitted alter 3/31/2021 will 
result in additional penalty and interest charges. 

Cortez,Ely Eric () - or Eric.Cortez@glo.texas.gov 

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

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

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

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

Reconciliation Billing 

Anadarko E&P Onshore LLC 

Billing Date: 3/15/2021 

Billing Due Date: 4/14/2021 

Customer Number: C000044444 

Detach and return with payment 

-

Invoice : Mineral F~le I Gas Royalty Oi~ Royalty ! 
21!00545 MF115566 $0.00 $988.97 

Total Due $0.00 $988.97 

Amt. Paid 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 
- - I -

Int~r~~t f ___ --T~tal Du~ Penalty : 

$225.00 $59.46 $1,273.43 

$225.00 $59.46 $1,273.43 



Customer ID: 
Invoice Number: 
GLO Lease: 
GLOReview: 
Review Period : 

C000044444 

MF115566 
ANADARKO E&P ONSHORE LLC 
SEPT 2019 THROUGH AUG 2020 

Category Oil 
Audilor/AE: ECortez 

Bill ing Dale: 3/4/2021 
P&I Calculat ion Date : 3/31/2021 

Royalty Rate: 12.50% 

- - - ..,_ - -- -, -- -- - ~-~ • ·--~,, ~':'T:"""T"',.--f'.""~~~!lnterestRate-1 f-'enaltyt<ate1"J lnterestRateJ~~ 
Tract ' < ,

1
Adciitional ·~-'..::---.;:\Id:FOr't ,:;,· , ( FrO•m'-¥fi~~;~•F·ro'm "'{~;,-~~f-~t-~; .. t;•·:"i!~~ 

Gas/Oil Participation 1 Royalty Numberof,rAdditlonal ,Additional _ Additional ,.:;~; -<·• . 'j 
Month /Year RRC Number Volume Rate Pnce BTU Gross Value Royalty Due Royalty Paid , Due ___ Days Late J Royalty · Royalty ,- .• :-_:;' Royalty2-.-.~' Revenue Duej 

Se -19 08-284874 21 1.00000000 S53.03 $1113.63 S139.20 SO.DO S139.20 512 6.50% S25.00 

Oct-19 08-284874 21 1.00000000 $51.03 S1 071.63 S133.95 SO.DO S133.95 482 6.50% S25.00 

Nov-19 08-284874 28 1.00000000 S54.49 S1 525.72 S190.72 SO.DO S190.72 451 5.75% S25.00 

Dec-19 08-284874 26 1.00000000 $58.04 $1 509.04 S188.63 $0.00 $188.63 420 5.75% S25.00 

Jan-20 08-284874 13 1.00000000 $55.59 $722.67 S90.33 SO.DO S90.33 391 5.75% S25.00 

Feb-20 08-284874 26 1.00000000 $48.86 $1 270.36 $158.80 $0.00 $158.80 360 5.75% $25.00 

Mar-20 08-284874 13 1.00000000 $28.03 S364.39 S45.55 SO.DO S45.55 330 5.75% S25.00 

A r-20 08-284874 8 1.00000000 $12.43 $99.44 $12.43 $0.00 $12.43 299 5.75% S25.00 

COMMENTS: BILLING ON UNDER REPORTED VOLUMES FOR UNIT 8641 RRC ID# 08-284874, 08-287258, 08-287259, AND 08-287684. 

COLUMN (3) UNDER REPORTED VOLUMES TO THE GLO 
COLUMNS (5) & (6) THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GLO1 REPORTS THAT WERE POSTED UNDER RELATED LEASE MF115566. 
COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENAL1Y AND INTEREST ASSESSMENT: 

http://www.glo.texas.gov/energy-business/oil-gas/rrac/forms/penalty-interest-assessment-rules.pdf 

NOTE 1: PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYAL 1Y PAYMENTS. THE PREFER ED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, SEND AN EMAIL TO account.services@glo.texas.gov 

$11.23 $175.43 

S10.09 S169.04 

S11 .78 S227.50 

S10.73 $224.36 

S4.72 S120.05 

$7.53 $191.33 

S1.94 S72.49 

S0.47 $37.90 
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