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HAL REVIEW SHEEI 

Transaction # 7843 Geoklgist: 

LBssor: Gretchen Northrup & Others Lease Date: 7/17/2013 Ul: 

LBssee: Stephen C. Cole Gross Acres: 1920 

Net Acres: 960 

lfASE DESCRIPTION 

Cnunty PIN# Base file No Part Sec. Block Twp 
REEVES - 91352 All 32 56 02S 

REEVES - 95002 All 34 56 02S 

REEVES 91353 All 28 56 02S 

TERMS OffiRED TERMS RECOMMENDED 

Primary Ternt 5 years Primary Term 
1
5 years 

Bonus/Acre: $2,000.00 I Bonus/Acre I 

Rental/ Acre: r--- $0.00 Rental/ Acre r 
-' 

-----, 

Royalty: 1114 I Royalty 1/4 

CDMPARJSONS 

MF# 
MF110696 

LBssee Data Term 
...-IP-in-na- c-le_L_a-nd_ S_ e_rv- ic_e_s_, I-nc-. ---,1 L..2!_28/201 0 3 years 

[Ee. ')d ,..,j ~ 1 Pe.hoh~wk f r.:>?· 
-, 

Approvua_;r;s;< I ·Z<P ·I? 

""' 
Friday, July 26, 2013 

b, Jg·IJ, 3Y•.$ 
'-"-, 

$2,000.00 

$0.00 

Bonus/Ac. 
1 $5oo.oo : 
·~ ~00<).0 () 

survey 
T & PRY CO 

T & PRY CO 

T & PRY CO 

Abst# 
2213 

2216 

221 4 

RentaVAc. 
$1 .00 

Royalty Distance 
1/4 Last Leaso 

:t/~ '/_y__ 1 Mile Sout~ 
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.aLINQUISHNffiNT ACT LEASE APPLICATION 
. r: 

Texas General Land Office 

TO: 

( 

B 

FROM: 

Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Stephen C. Cole 

Jerry Patterson, Commissioner 

DATE: 26-Jul-13 

County: REEVES 

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

Royalty: 1/4 Rental/ Acre $0.00 

Consideration 

Recorrunended: l!M Date: ?/Jo/;3 

Not Recommended: 

Comments: Paid up 2nd & J rd yr I 4th yr $2000.00 per acre pays up 5th year. See attached fo r lease description 
/ and depth restrictions. 

~Form 
Recommended: 12;# Date: 7Dolo 
Not Recorrunended: ----
Comments: 

Louis Renaud. Deputy Commissioner 

Recorrunended: ~ 

Not Recommended: ----

Bill Warnick. General Counsel 

Recommended: J~,t{j} 
Not Recommended? _ __ _ 

L 

Approved: -~'--1'-

Not Approved: _ _ _ _ 

Date: 7 · 3 0 · 1 J 

Date: 

Date: 
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General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

FILED FOR RECORO 
REEVED GOUt.ITV, TE~l...!.S 

Ocl15, 2U·i3 at ~ .'i1_ ,J f .• l 

•••• • • • • 
• •••••• • • 

••• • • • • • • 
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MF tl ~qd-0 
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OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this -'-'7t.,_,h __ day of October ,20_13__ , beiWeen the State of Texas, acting 

• by and through its agent, DCP MIDSTREAM. LP. a Delaware limited partnership 

•••• 
• •, •• "of 10 Desta Drive Suite 400 Midland Texas 79705 

0 0 ., • •: (Give Permanent Address) 
• • 

said agent herein referred to as the owner of the soil {whether one or more), and ,.S"'te,.p,_h,e!.!n_,C~._,C,o<-"le"---------------------

of P.O. Box 1506 Midland Texas 79702 

(Give Permanent Address) 

hereinafter called Lessee. 

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

240 acres, more or less, out of the N/2 of Section 32, Block 56, Township 2, T&P RR Co. Survey of Reeves County, Texas, being the same lands 
described in Special Warranty Deed dated January 15, 2013 from Sunshine Cottage School for Deaf Children as Grantor to DCP Midstream, LP as 
Grantee recorded in Volume 984, Page 62 and rerecorded in Volume 988, Page 140 OPR of Reeves County, Texas, . 

Containing 240.00 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Twelve thousand dollars and no/100-

Dollars ($ 12.000.00 

To the owner of the soil: Twelve thousand dollars and no/100-­

Doiiars ($ 12,000.00 

Total bonus consideration: Twentv four thousand dollars and no/100 

Dollars (S 24.000.00 

The total bonus consideration paid represents a bonus of _,_Two=_,T_,_h,.o""u""sa,_,n"'d'-'a""n"'d"-'"'00"'/-'-1"'-00,._ _ _______________ _ ___ __ _ 

------ ---------- - Dollars ($2,000.00 ) per acre, on_,1"'2-'-'.0""0'--- --- net acres. 

2. TERM. Subject to the other provisions in lh1s lease. this lease shall be for a term of five (5 ) years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quanllhes from sa1d 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 . This Is a paid-up Lease for the fi rst three {3) years w ith a provision for rental payment for the fourth {41h) and 
fifth (5'h) years of the Primary Term as provided in Addendum paragraph 41 hereof. 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 DIRECT TO LESSOR 

Bank, at ADDRESS SHOWN ABOVE , 
or its successors {which shall continue as the depository regardless of changes in the ownership of said land). the amount specified below; in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be In the following amounts: 

To the owner of the soil: N/A 

To the State of Texas: N/A (SEE RESTATED PARAGRAPH 3 IN ADDENDUM) 

Total Delay Rental : N/A 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term . All payments or tenders of rental to the owner of the soil may be made by check o· siogi;lt El fe#oof Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for fai lure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders . 

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

• • • •. owner of the soil: 
• • • (A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
• • •.: all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
• • shall be 25% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 

• Land Office, such value to be determined by 1) the highest posted price. plus premium, if any, offered or paid for oil , condensate, distillate, or other liquid 
, • • • •. hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
•. • • paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 

• any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
•: •• •: and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 

will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 25% part of the gross production or the market value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 25% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 25% part of 
the gross production of such products. or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease. if this lease is maintained by production, the­
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental here1n provided ; otherwise. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not spec1fy a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 



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

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be wit~out deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil , gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

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

• • on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
, • •• • accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
' • and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. together with a copy of all documents, 
• records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 

• • • •. other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
• • • which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
• • • • : to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule. summary 
• • or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 

his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
, • • •• • greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
•• • • to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 

• Affidavits and supporting documents which are not filed when due shall Incur a penalty in an amount set by the General Land Office administrative rule 

• 

• : •• •: which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of tiUe dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

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

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

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
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, th1s lease shall not terminate 1f on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as prov1ded in th1s lease. If. during the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned. or the 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 drllled 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 o~ nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and If they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

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

•• • • • 14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
•• ••: having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that. until being shut in. was being 
' • maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
• produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 

•. • •. double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
• • • Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
•••• : ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
• • the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 

• with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
• • • • • half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 

' . • • • extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
• production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 

': • • •: more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case In which drainage is occurring, the right to continue to maintain 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 causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that Is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval , the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT ( 1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-In oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous dnlllng 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 nght of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and nghts-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathenng or transportation of oil, gas and other m1nerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is 1n force and effect two (2) years after the exp1ration 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 
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bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall , as nearly as practical, be in the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

11. 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 lhe 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 o f the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

• • ••. ~-ARRAN+¥-Gl--AUS~. The eWI'\9r ef the soll-waffant&-aAG-agFee&-t<HiefeREI-title-te the lease~Feffiioe&,...lf-tile-ewner er the seiklefcwlts 
' . • • • IA-J}aymeffi&..t>wEKklR-IJ:\e-l~en-tessee-may-f'eG~e-ri§hto-of-.tt-I~I:HHleil-ln-tAe-leasecJ premi~yifl§-any mortgage; 

• tax~her liens en tAe-leasecJ premises,-U..bessee-makes-payfAE!Ats-Gn-bellalf.Gf the owner ef the sail undel'-this paragmph, bessee may reco11er IRe 
•: • • •: oost-ef...tl:lese-payments from the rental a net reyalt~he-ewner ef IRe sail. 

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 th1s 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 1ts operations to all personal property, 
improvements, livestock and crops on said land. 

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

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

25. POLLUTION. In developing th1s area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways. rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
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completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botUes, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kep't painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises. including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not rem1ve casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered: however. if the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

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

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
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 relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due. or if Lessee or an 
authorized agent should knowingly make any false return or false report concerntng production or drilling, or if Lessee shall fall or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office. the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease. or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under th1s lease shall be subject to forfeiture by the 
Commissioner. and he shall forfeit same when sufficiently tnformed of the facts which authorize a forfei ture. and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However. nothtng herein shall be construed as watving the automatic termination of this 
lease by operatton of law or by reason of any spectal limttation anstng hereunder. Forfeitures may be set astde and th1s lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 
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33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors. guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm. including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate. indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers. employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, Including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors. subcontractors, guests, invitees. and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil , their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater. sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises. by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous 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. stale, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH ANO DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON , UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARN ING 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. 
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39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the 
General Land Office 'in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

40. CONTINUOUS DEVELOPMENT. After the expiration of the primary term, and notwithstanding Paragraphs 16 (A) an~ (B) above and 
any other provision in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on the leased 
premises with no more than 180 days elapsing between the release of the drilling rig on one well and the commencement of actual drilling operations on 
a subsequent well (hereinafter referred to as "continuous drilling"). Upon the cessation of continuous drilling this lease shall terminate in accordance with 
the other relevant provisions herein. If, however, Lessee has filed with the Texas Railroad Commission, no later than 60 days prior to the expiration of 
the said 180 day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee Is unable to proceed with drilling 
pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional time as may be reasonably necessary to obtain 
the authorization and thereafter spud the subsequent well. 

41 . DELAY RENTALS. Notwithstanding any provision to the contrary in Paragraph 3 of this lease, the rentals for this lease have been 
PAIDUP for the second (2nd) 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 (51h) years of the primary term hereof by tendering a payment of Two Thousand and 00/100 Dollars 1$2.000.00) per net 
acre, divided equally between the State of Texas and the Lessor-Agent, prior to August 14. 2016, as to any acreage covered hereby and not otherwise 
being maintained by any other provision herein at such time. 

42. It is understood and agreed that Lessee, its successor or assigns, shall pay actual damages to Owner of the Soil and/or Surface Lessee 
for any damage done to crops, pasture land, timber, fences, water wells, buildings, roads, culverts or other improvements as well as livestock owned by 
the Owner of the Soil and/or Surface Lessee located on the lease premises, resulting from their use by Lessee in connection with geophysical 
exploration thereof, or other mineral development thereon, by Lessee, its successors or assigns. Upon the cessation of drilling at each well location, the 
abandonment of said lease or surrender thereof, Lessee, its successor or assigns, shall then level all drilling pits and other excavations and shall pay for 
and repair all damage done, or cause to be done, to buildings, fences, roads, culverts, turf, water wells and/or other improvements and to restore same 
as near to their original condition as is reasonably practical within 90 days after the cessation of activity. No drilling mud shall be spread on surface lands 
of Owner of the Soil without express written consent of Owner of the Soil. Guidelines or parameters for any surface damage payments shall be agreed 
on in advance, and in writing, by Owner of the Soil and Lessee . 

43. The water usage rights granted under this lease are only for the drilling, completion, re-working and/or re-completion of oil or gas wells on 
• • • • • the leased premises pursuant to this lease. Water produced under this lease may not be used for any purpose off the leased premises. Water may only 

, • be brought onto the leased premises from another location if no water wells are able to produce from the leased premises. Water supplied from the 
• • • • leased premises may only come from new water wells drilled by Lessee on the leased premises. Any water produced from new water wells will be 

•• ••• : purchased from the Owner of the Soil at same rate and terms provided in the most current University of Texas Lands Rate and Damage Schedule 
• • available at the time of purchase, and if there is no such schedule, or substantially similar schedule of rates exists at the time, then in an amount agreed 

to by the parties at that time. Any water well which Lessee drills shall be cased from top to bottom; the surface pipe shall be enclosed in concrete either 
two feet square or two feet in diameter in the form of a circle with sufficient length of the pipe protruding above the enclosure to facilitate installation of 
connections or well equipment. On termination of Lessee's operations. the use of a well will be immediately terminated and the well shall be plugged 
and all related equipment will be removed at no cost to Owner of the Soil. 

44. All operations of Lessee shall be conducted so as to minimize the amount of surface land used or damaged by Lessee and Lessee 
agrees to construct not more than one road to each location on the leased premises and to confine all travel incident to the drilling and production of 
such well to the single road. All roads constructed by Lessee shall be of good quality and suitable for all-weather use. The routes for all roads, only if not 
approximately parallel with or perpendicular to a boundary line of either the section or the leased premises, shall be mutually agreed upon between 
Owner of the Soil and Lessee before the commencement of any road construction, but Lessor's agreement shall not be unreasonably withheld. Lessee 
agrees to maintain all roads used by Lessee on the leased premises in good condition and repair during the period of Lessee's operations on the lease 
premises. The surface owner shall have the right to use all roads on the leased premises. 

45. It is understood and agreed that this lease does not cover or include any right or privilege of hunting with firearms and/or with dogs or 
otherwise on the leased premises or fishing on the leased premises, unless otherwise agreed to in writing with owners of said rights; all such hunting 
and fishing rights being expressly reserved, and Lessee agrees that none of the Lessee's officers, agents employees or representatives will bring any 
dogs and/or firearms upon the leased premises, and that any one so doing shall be trespassers and subject to prosecution as such. 

46. Prior to erecting new storage tanks, pipelines compressor stations or other usual facilities required by Lessee for producing oil and gas 
and operating this lease. Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Soil must be advised in writing of the proposed 
location of the facility at least 30 days prior to the onset of construction. 

47. Lessee, prior to the construction of any new road or the cutting, altering and removal of any existing fence on the leased premises. or the 
cutting or removal of any tree on the leased premises, shall notify Owner of the Soil of such intention. If Owner of the Soil can provide valid, reasonable 
rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the land then Lessee will abide by such wishes as fully as 
possible. Lessee shall dispose of all brush, trees, trash and debris away from the property. Under no circumstances will trash, garbage or debris be 
buried or dumped on the property or adjacent lands of Owner of the Soil. Brush and trees may be buried or burned on the property only with written 
permission from owner or his representative. 

48. Intentionally deleted. 

49. Each drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable under the 
circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the Soil. Lessee shall take all 
reasonable precautions necessary to prevent land, air and water pollution, including pollution to all underground fresh water zones. Lessee shall collect 
all trash which accumulates in connection with his operations and remove such trash from the Leased Prem1ses. Lessee shall take all reasonable 
precautions to prevent blowouts from occurring on the Leased Premises. Lessee shall utilize only such area around each producing well as is 
reasonably necessary for such purposes, and Lessee shall restore the remainder of such drill site to as near to its original condition as is reasonably 
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practical within a reasonable time after the completion of operations on each drill site where no producing well is located, Lessee shall clear the location, 
remove all equipment placed upon the drill site by the Lessee. clean out and back fill all pits, and return the surface of the drill site to its original condition 
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through fences on the Leased 
Premises, and Lesse'e shall keep such gates locked when not actually passing through such gates. Upon termination of Lessee's operations on the 
Leased Premises, Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore restored, to their original condition as nearly as 
possible. Within six (6) months after the termination of this Lease, Lessee shall remove any and all property placed by Lessee on the Leased Premises 
or Owner of the Soil shall cause same to be removed at Lessee's expense. 

50. Lessee is to comply with all Federal and State regulations. 

51 . Lessee agrees to pay for damages resulting from any operations after initial construction/drilling is completed. Lessee shall pay market 
value for any and all livestock lost as a result of lessee's operations under this lease. 

52. All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only crude 
oil, natural gas and natural gas liquids (no refined products) will be allowed to be transported through any pipelines located on the property. 

53. Lessee shall not conduct any operations within three hundred (300) feet of any homestead. living quarters or livestock watering facilities 
without express consent of Owner of the Soil. 

54. Lessee hereby acknowledges that if the leased premises are subject to a Crop Reserve Program. Lessee agrees to compensate Owner 
of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise receive In the absence of 
Lessee's activities or those of Lessee's employees, agents, servants, contractors, licensees or permittees on the leased premises . 

55. It is understood and agreed that any surface damages paid under the terms of this lease shall be divided and paid one-half (1/2) to the 
State of Texas and one-half (1 /2) to the Owner of the Soil. 

56. Lessee's right to the use of the surface of the Leasehold Estate is non-exclusive. Without limiting the generality of the foregoing, the 
Owner of the Soil may use, or permit third parties to use, the Leasehold Estate for the surface location of wells bottomed or with their terminus on other 
lands so long as such wells do not violate applicable spacing regulations and are not perforated in or otherwise open to producing formations directly 
under the Leasehold Estate. The Owner of the Soil shall have the right, as between the Owner of the Soil and Lessee, to allow third parties to conduct 
geophysical operations on the Leasehold Estate which do not interfere with or otherwise hinder Lessee's operations hereunder, but Lessee may 
unilaterally allow third parties to conduct geophysical operations on the Leasehold Estate for or on behalf of Lessee. 

• • •• 57. Restricted Area. Lessee shall not occupy or use for any purpose (including but not limited to drilling a well for oil , gas, water or other 
' • • • • • substance, constructing any structure, road, pipeline, gathering line or other improvement) or otherwise interfere in any way with the owner of the soil's 

• occupancy and use of the surface or subsurface above the depth of thirty feet (30') of its two hundred feet (200') wide easement described on the plat 
'! • • •: marked Exhibit "A· attached hereto and made a part hereof for all purposes, without Lessors consent. 

ACKNOWLDEGMENTS ON FOLLOWING PAGE 
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LESSEE 

BY: ________ ~-----------------------

Title: Stephen C. Cole 

Date: {@- l'f f«$= 

LESSOR- STATE OF TEXAS 

DCP MIDSTREAM, LP, a Delaware limited partnership 

• ••••• • STATE OF TEXAS 

• 
••• • • ••• 

• ••••• • • 
• 

• • •• • •••• 
• , ..... 

• • 

COUNTY OF MIDLAND 

BEFORE ME, the undersigned authority, on this day personally appeared __ ..:..~..LJS-Lt.:::..:f,_t. ...::Lft-==-t"--"tl""'y-y:.__....___,_fJ-'-n....: . ...11_,.l .... ~=-h-"'ti"-"--' f...::__,::;,_,;;q'----------
known to me to be the person whose name is subscribed to the foregoing instrument as Attorney-In-Fact of DCP MIDSTREAM, LP, a Delaware 

l imited partnership and acknowledged to me that she executed the same for the purposes and consideration therein expressed, in the capacity stated . 

Given under my hand and seal of office this the .II./ day of October, 2013 . 

;r:b1; ,...._~ f£ ({JuJ).LL.o-y,A.J 
. I }.,.. , 1, v-""""" • ,.,..__ 

Notary Public in and for-Bexar County, Texas 

STATE OF TEXAS 

COUNTY OF MIDLAND 

BEFORE ME, the undersigned authority, on this day personally appeared Stephen C. Cole known to me to be the person whose name is 

subscribed to the foregoing instrument and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the 

capacity stated. • ./ 

Given under my hand and seal of office this the -4- day of October, 2013. 

{j_~a-vc~C/L tlu~ 
Notary Public in and for Bexar County, Texas 

AMANDA H. PUl liAM 
Notory Public, Stote ot Texos 

My Commission Expires 
August 29, 2017 
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EXHIBIT "A" SHEET No. 1 Of 1 

DATE: 02/27/2012 
t~ATURE Of WORK 

SURVEY ELECTRIC LINE RIGHT OF WAY TO CONNECT 
UtlE No. 

FROM EXISTING ELECTRIC LINE 

DISTRICT _V,_f:..:ES:;...:T_!..P::.:ER""'"~::.oli:..:;AN:.:..---- PLANT OR STATION __:O::.:R:.:LA::.:· '------ JOB OR AFE No. _!.!12:...:1~0:.:::3:.:::0.::.S0::..:,...1 ---
SECTION 32 TOWNSHIP _=.2 __ BLOCK 56 SURVEY T&P RR COUNTY __:R::..:E::=E~V:::ES::_..._ STATE --'-TX;..;......_ 

STUDY Ho. f478 
S88'13'48 'E 

30 29 /~48.2' 

31 '$2 I : \ 1 : IV Edge of R/IY 
£dg~ of R.I)Y--1 \ I I 

HB0'13'48'\./ 
5292·7 ' !IJ1'4B'J8" IYTOJ'SJ'J8" 

0+00 BEC1N SUR'Yf:Y ON 
NORTH SECnON UN£ 

\ l I 
525'42 '31' £__-\ I ~ S00'02'12'\ol 

2182.4' \, ..... ~. H-t--1935.0' 14+72 HOlLY 8PL ' 15+08 EL PASO BPL 
\ 

1 
l 15+J6 RIO GRANO£ BPL , r· . 15+57 I<INO£R MORGAN BPL 

\ i vr.dg~ of R/IY 15+71 RJO GRANO£ BPL 

edge of R/11'~ I 16+/J co. RD. 4/0 ~ 16+97 MACELWI BPL 
1\ I 19+J5 END OF SURVEY ON 

r----<>---c-4 I EXISTING £1.£CTRIC LINE 
~5 ~5"t:J·--~---- NJ/'48'/9.29" MOJ'5J 'f7.2J" 

29 28 

32 33 

J 2 15 l;c---~.:..:..:c-----~c 
~ ji, ~ (n , .. 9 - - ---lC----.1 

~f!! ~~ <1'::;: w 
u, ' 
~ ci 
M 0\ 
• C\J 
C\,lltl 
0 z 

~fri ~M 
!:~ ~M ~lf> 
Mo ('lO :,...(T) 

!f5 ~5 ~5 

31 32 

42 41 

SCALE: I" ::: 1000' 

!5290.6' 32 33 
N8B'I3'50'~/ 41 40 

(8! STAKitlC 0 RESURVEY 

LEGAL DESCRJPnON 

A STRIP OF LAIID 200.0 FEET U1D£; LOCATED IN S£CT10N J2, TOI'INSH/P 2, BLOCK 56, R£EIIES COUNTY. Tl:XAS ANO BEING 

100.0 FEET LEFT ANO RIGHT OF THE ABOVe PLA Tll:O CENTl:RLINE SUR'Yf:Y. 

[)£GINNING AT A POINT ON TH£ NORTH S£CT10N LINE l:HICH LIES S. BO'IJ'48"E., 948.2 FEET FROM THE NORTHWEST CORNER 
OF SAID S£CnON J2; TH£NC£ S.00'02't 2"1'1., 19J5.0 FEET TO THE ENO OF THIS UN£ IIHICII UES S.2S'42'J/"£., 2182.4 FEET 
FRO.If THE NORTHilEST CORNER OF SAID S£CT10.1/ 32. SAID smiP OF LAND BEING 1935.0 FEET AND 117.27 RODS IN 

LENCTH. 

COWAERCIAL 

CARYL 

NOT<: 110 STRUCTURES I:ITH/11 700' 
OF THIS PIFEUN£ 

PTRE&C No.: 
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Stephen C. Cole 08181 
BUSINESS ACCOUNT 

P.O. BOX 1506 
MIDLAND, TEXAS 79702 

432.687.1234 

:' 

WESTERN NATIONAL BANK 
P.O. Box 61250 M1diiai02 

i ;;L( 
476 

34451 

10/14/2013 

P~TOTHE-~T_h_e_s_~_t_e_o_f_T_e_x_a_s~~~~~~~~~~~~~~~~~~~~~~~~~~ 712,000.00 ~ ORDEROF . 
8 Twelve Thousand and 00/1 00************************************************************************************~··•••••••• 
------------------------------------------------~~~----~------------------~- DOLLARS 

I 
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Texas General Land Office 
1700 N. Congress Ave. 
Austin, TX 78701-1495 
Attn: Drew Reid 

Dear Drew: 

May16, 2013 

Enclosed is a certified copy of the DCP oil and gas lease (successor to Sunshine- 5%) 
under the lands just leased by me from Northrup, et al. In addition I have included the lease 
bonus due the state, the $100.00 filing fee and $25.00 processing fee . 

Would it be possible to return a receipt of some kind representing payment and also a 
Mineral File letter in the enclosed addressed overnight envelop? 

Thanks for your help as always . 

SCC/Imb 
enclosure 

Mtnc'"l & Royally AcqwSihons 

1'. 0. Box 1506 · 79702 • Mtdland, Te>a> 

Office 432.687 1234 .... Fax 432.687.4444 
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February 3, 2014 

Stephen C. Cole 
PO Box 1506 
Midland, Texas 79702 

Re: tate Lease MF 115920 

Dear Mr. Cole: 

{_] E ~~ E lR .. ~ L 
}ERRY PATTERSO \ COMMTSSl ONER 

RAL Lease dated October 7, 2013 recorded in 13-07553, 
covering 240 ac., Sec. 32, Blk. 56, T-2, T&P Ry. Co. Survey, 
Reeves Co., TX, DCP Midstream LP, agent for State ofTX, 
Lessor 

The certified copy of the Relinquishment Act lease covering the above referenced tract has been approved 
and filed in our records under Mineral File numbers MF-115920. Plea e refer to this lease number when 
making payments to the tate and in all future correspondence concer·ning the lease. Failure to 
include the mineral file number may delay processing of any paym ents towards the lease. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outli ned in the agreement such as Section 1 O(B) which requires submission of written notice for all 
drill ing, production and related activities. When f01ms are filed with the Texas Railroad Commission, they 
are requ ired to be submitted to the General Land Office as well. Examples are W-1, Application to Drill; W-
2, Oil Well Completion Report and Log; G-1, Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well Classification Report: G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12, 
Inclination Report; electric logs; directional surveys. 

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

Your remittance of$12,000.00 has been appl ied to the State' s portion of the cash bonus. In addition, we are 
in receipt of the processing and filing fees. 

Sincerely yours, 

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

Stepht.:n F. Austin Building · 1700 orth Congrcs~ A. venue · Austin, Tcxa~ 78701-1495 

Post Office Box 12873 • Ausnn, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.state.cx. us 
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July 25, 2014 

Carla Cawood 
John L. Robertson, Inc. 
P.O. Box 1524 
Carthage, Texas 75633 

RE: GLO Assignment TD# 9042 

Dear Ms. Cawood, 

G E ER A L L AN D O JFJFK CE 
JERRY PATTERSON , C OMMISSIONER 

The General Land Office received the following instrument(s) and has filed them in the 
appropriate files. 

Assignment of Oil and Gas Leases is effective October 29, 2013 from Stephen 
C. Cole, as assignor, to BHP Billiton Petroleum Properties (N.A.), L.P., as 
assignee. As filed for record in Reeves County. 

Please see attached "Exhibit A" for reference. Filing fees of $25.00 were received in 
connection with the above assignment. Please feel free to contact me if you have any 
questions. 

Best Regards, 

r A 
Alberto Amesquita 
Mineral Leasing 
Energy Resources 

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

P.O. Box 12873 · Austin, Texas 78711-2873 

512.463.5001 • 800.998.4GLO 

glo. re.xas.gov 



Exhibit "A " 
GLOID County Lease 

9042 Reeves MF115920 

Friday, July 25, 2014 
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JOHN L. ROBERTSON, INC. 
P. 0 . Box 1524 

200 East Sabine Street 

Carthage, TX 75633 

(903) 693-6262 

December 2, 2013 

State of Texas 

General Land Office 

1700 N. Congress Ave . 

Austin, TX 78701 

Attn : Mr. Drew Reid 

RE: Assignment of Oil and Gas Leases 

Block 56, T-2, T&P RR CO Survey 

Section 32: N/2 

Reeves County, Texas 

Mr. Reid: 

Enclosed please find a certified copy of Assignment of Oil and Gas Leases between Stephen C. Co le, as 

Assignor, and BHP Billiton Petroleum Properties (N.A.), LP, as Assignee, that assigns interest in Lease 

dated October 7, 2013 from DCP M idstream, LP, to Stephen C. Cole, cove ring 240 acres, more or less, in 

the above captioned area. Also enclosed is a check in the amount of $25.00 for the filing fee. Please 

feel free to call if you have any questions or comments. 

~~ 
Carla Cawood 

Enclosures: 
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ASSIGNMENT OF OIL AND GAS LEASES 

THE STATE OF TEXAS 

COUNTY OF REEVES 

§ 
§ 
§ 

13-08528 
flLEO FOR RECORD 

REEVES COUNTY, TEXAS 
Nov 19, 2013 at 04:12:00 PM 

WHEREAS, STEPHEN C. COLE, whose address is P.O. Box 1506, Midland, TX 79702, is the present 
owner and holder of the Oil and Gas Leases ("said Leases") covering lands located in Reeves County, Texas 
and described on Exhibit "A" attached hereto and made a part hereof for all purposes . 

NOW, THEREFORE, for and in consideration of Ten Dollars and other good and valuable consideration, 
the receipt and sufficiency of which are hereby acknowledged, STEPHEN C. COLE ("Assignor") hereby assign 
and conveys unto BHP Billiton Petroleum Properties (N.A.), LP., whose address is 1360 Post Oak Blvd, Suite 
150, Houston, Texas 77056-3030 ("Assignee"), all right, title and interest in and to said Leases only insofar as said 
Leases cover the lands and depths described on Exhibit "A", together with all rights thereunder and incident 
thereto . 

Assignor agrees to warrant and forever defend the title to the leasehold estate assigned herein against 
all persons lawfully claiming or to claim the same, any part thereof or any interest therein by, thru , or under 
Assignor, but not otherwise . 

This Assignment is binding upon Assignor and Assignee. All benefits hereunder shall inure to, and all 
burdens hereunder shall be binding upon, their respective heirs, successors and assigns as covenants running 
with the land. 

IN WITNESS WHEREOF, this instrument is executed and effective October 29, 2013. 

STEPHEN C. COLE 

ST ATE OF TEXAS 

COUNTY OF MIDLAND 

§ 
§ 
§ 

ACKNOWLEDGEMENT 

This instrument was acknowledged before me on October 29, 2013, by STEPHEN C. COLE. 

TERESA WRIGHT 
Notary Public 

STATE OF TEXAS 
Corm,, Exp. Octobe·~ ·15116 

-~ 

NOTARY PUBLit~TEXAS 
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LESSOR: 
LESSEE: 
DATE: 
LANDS: 

TERM: 
RECORDING: 

EXHIBIT "A" 

(Attached to and made a part of that Assignment of Oil and Gas Leases 
dated effective October 29, 2013, from STEPHEN C. COLE, as Assignor, 

and BHP Billiton Petroleum Properties (NA), LP. as Assignee) 

DCP MIDSTREAM, LP a Delaware limited partnership 
Stephen C. Cole 
October 7, 2013 
240 acres, more or less, out of the N/2 of Section 32, Block 56, Township 2, T&P RR Co. 
Survey of Reeves County, Texas, being the same lands described in Special Warranty Deed 
dated January 15, 2013 from Sunshine Cottage School for Deaf Children as Granter to DCP 
Midstream, LP as Grantee recorded in Volume 984, Page 62 and rerecorded in Volume 988, 
Page 140 OPR of Reeves County, Texas. 
Five (5) Years 
Official Public Records of Reeves County, Texas Instrument Number 13-07553 

THERE IS SPECIFICALLY RESERVED BY THIS ASSIGNMENT ALL RIGHT. TITLE AND INTEREST IN AND 
TO THE LANDS AND LEASES DESCRIBED HEREIN FROM THE SURFACE DOWN TO THE TOP OF THE 
BONE SPRINGS FORMATION AS FOUND AT A DEPTH OF 7,170' IN THE CHESAPEAKE OPERATING, 
INC/SHELL WESTERN E&P INCORPORATED. LP. - REAGAN STATE 56-2-34 WELL, API# 42-389-32642, 
LOCATED 500' FROM THE NORTH AND EAST LINES OF SECTION 34. BLOCK 56. TOWNSHIP 2 1 T&P RR 
CO SURVEY. REEVES COUNTY, TEXAS. 

\ 

----~ 
It; .:.a. _______ '\ 
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CABRY ENTERPRISES LLC 
11332 US HWY 59 N 903-930-1136 
JEFFERSON, TX 75657-8272 
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MEMORANDUM 

TEXAS GENERAL LAND OFFICE • GEORGE P. BUSH • COMMISSIONER 

Date: October 29, 2015 

To: tale Lease os. MFI05269; MF! 15669; MFI 15668; MF! 16549; MFI 16837; 
MFI 16838; MFI 16839; MFI 15920; and MFI Ol 167 

From: Dustin Brian Oslick 

ubjcct: Mapping Issues in Alamo 

hort Answer: lamo i unable to reflect the proper depth interval cross-hatching in the Alamo 
GI system when: I) a tract of land is owned by multiple undivided interest owners; 2) one of 
those undivided interest owners includes additional tracts they may own in their tate Lease; and 
3) one of the tracts is an "Allow All Depths" tract, and the other tract is a " pecified Depths'· 
tract. In such scenario. both red and blue cross-hatching will be reflected in Alamo GI . 

Long Answer: The above referenced mineral files were originally fl agged by Jesse Arellano due 
to the fact that the cross-hatching reflected conflicting depth interval . A review of the mineral 
fil es indicated the fo llowing: 

A. MFI 05269 originally covered the W/4. W/4 E/4, W/2 E/-l of ection 28. Block 56. 
Township 2, T&P Ry. Co. urvey, Reeves County, Texas. A Termination Letter was sent by 
this o ffice on May 2, 20 14 which indicated the fo llowing: 

I. The Trinity tale "28" #3 Well (API #42-389-32481 ) was completed to a total depth of 
3,420' subsurface and further indicated that Draco Energy may retain the E/4 W/4 from 
the surface down to 3,520' subsurface. This depth interval is supported by the Well 
Records. ew tate Leases MFI 15668, MFI 15669 and MFIOl 167, in so far as said 

tate Leases cover the E/4 W/4. cover all the deep rights lying below 3.518' subsurface. 
o correction in Alamo was made due to the small amount of verti cal footage at issue. 

2. The Trinity talc "28" #4 (A PT o. 42-389-3254 1) was completed to a total depth of 
3.450' subsurface and further indicated that Draco Energy may retain the W/4 E/4 
down to 3.540' sub urface. ew tale Lea es MF! 15668. MFI 15669 and MFIOl 167. in 
so far as said talc Leases cover the W/4 E/4. cover al l the deep righ ts lying below 
3,550' sub urfacc. Well Records confi rm total depth drilled was 3.450' ub urface. ll 
appears the depth on the Termination Letter was incorrectly calculated and should have 
been 3,550' subsurface. being 100' below the deepe t well drilled. This has been 
corrected in Alamo. 

3. The Trinity tate "28" # 161 (APT o. 42-389-3239 1) was completed to a total depth of 
3,800' subsurface and further indicated that Draco Energy may retai n the W4/ E4 down 
to 3.900' subsurface. ew tate Leases MFI 15668. MFI 15669 and MF 10167. in so far 



as said tate Lease cover the W4/ E4, cover all the deep rights lying below 3.900' 
subsurface. There were no depth issues with thi tract. 

B. MF! OJ I 67 originall y covered the E/4 E/4 and E/4 E/4 of ection 28. Block 56, 
Township 2, T&P Ry. Co. urvey, Reeves County, Texas. A Termination Letter wa sent by 
this office on May 2, 20 I 4 which indicated the fol lowing: 

I. The orthrup "A" Estate # I (API No. 42-389-3 I 897) was completed to a total depth of 
3,394' subsurface and further indicated Kimlar Energy may retain the E/4 E/4 down to 
3,494' subsurface. ew tale Leases MF! 15668 and MF! 15669 covering the E/4 E/4 
cover all the deep rights lying below 3,494' subsurface. There were no depth issues with 
this tract. 

2. The orthrup "A" Estate # I (A PI o. 42-389-3 I 698) was completed to a total depth of 
4,800 ' subsurface and further indicated Kimlar Energy may retain the E/4 E/~ down to 
4,900' subsurface. ew tate Leases MFI 15668 and M17115669 covering the E/4 E/4 
cover all the deep rights lying bclo, 4,900· subsurface. There were no depth issues with 
this tract. 

Ba ed on the above review, the depths fo r MF105269 and for MF IOJ 167 were updated in Alamo 
to reflect the specified depth intervals outline above. These tracts appear to now be reflected 
correctly in Alamo GT . Additionally, MFI O I I 67 A was updated in Alamo to reflect the correct 
the fo llowing: lease date; control number; base file; and legal description. 

Furthermore. a review of the above captioned mineral files also indicated the followi ng: 

C. MF I 16837 covers all depths in so far as it covers ection 34, Block 56, Township 2 South', 
T &P Ry. Co. urvey, Reeves County. Texas. 

0 . MF! 16838 covers all depths in so fa r as it covers the W/4, /2 E/4, and the E/4 E/4 of 
ection 28. Block 56, Township 2 outh1

, T&P Ry. Co. urvcy. Reeves County, Texas. 

E. MF l 16839 covers all depths in so far as it covers ection 32. Block 56, Township 2 South1
• 

T&P Ry. Co. urvey, Reeves County, Texas. 

F. MF 11 5920 covers all depths in so far as it covers 240 acres out to the /2 of ection 32. 
Block 56, Townshi p 2, T &P Ry. Co. urvey, Reeves County, Texas. 

G. MF I 16549 covers both all depth tracts and the fo llowing specified depths in cction 28. 
Block 56. Township 2 outh 1

• T&P Ry. Co. urvey, Reeves County. Texas, to wit: 

I Township 2 S0111h appears to be erroneous based on a revie\\ of the Texas GLO Land Grant earch. The legal 
description should on ly read .. Township 2:· 



I. W/2 W/4 and the E/4 W/4 as to all depths; 

2. SE/4 W/4- all depths below 3.518' subsurface; 

3. W/4 E/4- all depths below 3.900' subsurface: 

4. W/4 E/4- all depths below 3,550. subsurface; 

1. ote: The correct depth interval was used on the Lea e. See ect ion ( 1) (b) 
hereinabovc. 

5. E/4 E/4- all depths below 3.494' subsurface; 

6. E/4 E/4- depths below 4,900' subsurface; and 

7. W/4 E/4 as to all depths. 

11. MFI 15668 and MF 11 5669 cover the following specified depths in ection 28. ection and 
all depths in ection 32 and ection 34, Block 56. Township 2, T&P Ry. Co. urvey. Reeves 
County, Texas, to wit: 

I. ection 34 A VE A D EXCEPT the E/4 E/4- as to all depth ; 

2. ection 32- as to all depths; 

3. W/4: /2 E/4; E/4 E/4 of ection 28- as to all depths; 

4. W/2 W/4 and the NE/4 W/4 of ection 28- as to all depths; 

5. SE/4 W/4 of Section 28- all depths below 3,5 18' subsurface; 

6. W/4 E/4 of ection 28- all depths below 3,900' subsurface; 

7. W/4 E/4- all depths below 3,550' subsurface; 

1. otc: The correct depth interval was used on the Lease. ee Section ( I) (b) 
hereinabovc. 

8. E/4 E/4- all depths below 3,494' subsurface; 

9. E/4 E/4- depths below 4.900' subsurface; and 

I 0. W/4 E/4 as to all depths. 

A review of the Alamo GI system with Jesse Arellano indicated that the system analyzes 
the depth interval specified in Alamo and then reOccts the minera l file in Alamo GI as either: I) 
cross-hatched in blue, indicating a the tract is an ··Allow All Depth ,. tract; or 2) cross-hatched in 
red, indicating the tract is a '' pecificd Depth " tract. When a minera l file is cross-hatched in 
both red and blue. there is a discrepancy in the depth intervals. Generally. this is corrected by 
updat ing the depth interval of the older mineral file after the deep ri gh ts have terminated. 

I lowever. correcting conOicting cross-hatching in Alamo GI is not is not possible when: I) 
a tract of land is owned by multiple undivided interest owners; 2) one of those undivided interest 
owners includes additional tracts they may own in their tale Lease: and 3) one of the tracts is 



an 'Allow Al l Depths" tract, and the other tract is a " pecified Depths" tract, then. in this 
situation, Alamo is unable to renect the proper depth interval cross-hatching in Alamo Gf due 
to system limitations. To further illustrate using MFI 16839 and MFl 15669 outlined 
hereinabove: I) MF 11 6839 covers all depths in ection 32 from one undivided interest owner; 
and 2) MF 115669 also covers all depths in Section 32 from a di ffcrent undivided mineral interest 
owner; however, MF 11 5669 also covers" pecified Depth'' tracts in ection 28 which are owned 
by the same undivided interest owner. As such. Alamo GI renects ection 32 as both "Allow 
All Depths,' ' due to MF 116839. being the cross-hatches in blue, and also as'· pecified Depths," 
due to MF 115669, being the cross-hatches in red. Due to the limi tations of the Alamo depth 
fi eld, said tracts are not able to be corrected. 
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