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RAL REVIEW SHEET 

W orking File#: RAL 145865 

Lessor: 

Lessee : 

\ 

Brennand Lazy H Ranch, Ltd. 

Bhp Billiton Petroleum (Gom) Inc. 

LEASE DESCRIPTION 

County 

Reeves 

Control # Base File Part 
No 

- 094108 E/2 

TERMS OFFERED 

Primary Term : 3 Years 

Bonus I A cre: $3,250.00 

MF: 

Lease Date: 03/01/2014 

Gross A cres: 320.00 

Net A cres : 106.00 

Sec Block Twp Survey 

44 57 2-S T&PRyCo 

TERMS RECOMMENDED 

Primary Term: 3 Years 

Bonus I A cre : $3,250.00 

Ul: Yes 

Abst No 

2458 

2nd Yr 3rdYr 4th Yr 5th Yr 2nd Yr 3rd Yr 4th Yr 5th Yr 
Rental/ A cre: 

I 0:5::00 I Roy alty 

COMPARISONS 

Lease No Lessee 

MF116326 BHP Billiton 

0.00 

Lease Date Primary 
Term 

01/23/2014 5 yr 

Comments : !Paid Up 

A pproved: 

Friday, March 21, 2014 

I Rental/ A cre: 

I 0:~::00 I 0.00 

Royalty 

BonusfAcre Rental/Acre Royalty Distance 

$3,000.00 $0.00 0.00 3,000.0 0.00 0.250000 0.000000 
0 Adjacent 

West 

RAL 145865 



LINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office 

TO: Jerry Patterson, Commissioner 
Larry Laine, Chief Clerk 
Bill Warnick, General Counsel 
Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Applicant: Bhp Billiton Petroleum (Gom) Inc. 

Prim. Term: 3 Years 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: $0.00 

Consideration 

Recommended: 

Not Recommended : 

z ments: 

,,,r.ease Form 

Recommended: 

Paid Up 

Not Recommended: 

Comments: 

Louis Renaud. Deputy Commissioner 

Recommended: 

Not Recommended: 

3rd Yr: $0.00 

Bill Warnick, General Counsel J 
Recommended: ,14J:(} 
Not Recommended: 

Larr Laine Chief Cle 

Approved : 

Not Approved: 

3/21 /2014 12:41 :35 PM RAL 145865 

Jerry Patterson , Commissioner 

County: Reeves 

Bonus/Acre: $3,250.00 

4th Yr: $0.00 5th Yr: $0.00 

Date: :S/z 7 // <.1 

Date: 

Date: 3 · 31 · 17' 

Date: 

Date: 

Date: +14} ) 4-
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. . ,- 14-03025 
FILED FOR RECORO ~ 

REEVES COU TV, TEXA~ 
Apr 04, 2014 at 02:53:00 PM 

MI-l ( (QW~A General Land Olfice 
RelinqUishment Act Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 6.5-0 'lCi 

T HIS AGREEMENT is made and entered into this 1st day of March, 2014, between the State of 
Texas, acting by and through its agent, BRENNAND LAZY H RANCH. LTD .. of 1330 Post Oak Blvd, Suite 
2540. Houston, Texas 77056, said agent herein referred to as the owner of the soil (whether one or 
more), and BHP Billiton Petroleum Properties (N.A.), LP, of Post Office Box 22719. Houston, Texas 
77027-9998 hereinafter called Lessee. 

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

E/2 of Section 44, Block 57, T-2, T&P Ry. Cp. Survey 

Containing 320 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Two Hundred Twenty Four Thousand and 00/1 OOths Dollars 
($224,000.00) 

To the owner of the soil: Two Hundred Twenty Four Thousand and 00/100ths Dollars 
($224.000.00) 

Total bonus consideration : Four Hundred Forty Eight Thousand and 00/100 Dollars 
($448.000.00) 

The total bonus consideration paid represents a bonus of Four Thousand Two Hundred and no/1 00 ths 
Dollars ($4,200) per acre, on 106.66667 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) 
years from this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, 
is produced in paying quantities from said land. As used in this lease, the term "produced in paying 
quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

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

To the owner of the soil : ----------~------------
Dollars($ ____________ -' 

To the State of Texas:------------------- - ----
Dollars($ ___________ _ -' 

Total Rental: 
-~------------~------------Dollars($ ____________ -' 

The total delay rental paid represents a rental of _____ Dollars ($ __ per acre, on __ net acres. 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further 
deferred for successive periods of one (1 ) year each during the primary term. All payments or tenders of 
rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of th is 
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, fa il or be succeeded by 
another bank, or for any reason fai l or refuse to accept rental, Lessee shall not be held in default for 
failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall 
deliver to Lessee a proper recordable instrument naming another bank as agent to receive such 
payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of 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% 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% 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% 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 
(1 00%) of the total plant production of residue gas attributable to gas produced from this lease, and on 
fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the total plant 
production of liquid hydrocarbons 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% 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 
the sum of Twenty-Five Dollars ($25.00) per acre an amolffit-equal to the total annual delay-fefltal herein 
~FG-v1GeG; 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 of Twenty-Five Dollars ($25.00) per acre the total 
aAffilal-feRtal less the amount of royalties paid during the preceding year. If Paragraph 3 of this lease 
does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount 
shall be five dollars ($5.00) per acre. 

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

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those 
paid in kind) shall be without deduction for the cost of producing, gathering, storing, separating, treating , 
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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 title dispute 
as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 
All provisions accruing to the State with regard to time of payment and penalties shall also extend 
to the owner of the soil. 

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 th is 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 
with a copy of the same to the owner of the soil. 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 
electrica l and/or radioactivity survey made on the bore-hole section, from the base of the surface casing 
to the total depth of well, of all wells drilled on the above described premises and shall transmit a true 
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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, 
this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences additional drilling or reworking operations 
thereon, or pays or tenders the next annual delay rental in the same maRAer as provided in this lease. If, 
during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be completed and 
abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full 
force and effect without further operations until the expiration of the primary term; and if Lessee has not 
resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the 
expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well 
within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as 
provided herein on or before the rental paying date following the expiration of sixty (60) days from the 
date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease 
shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas 
well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of 
the primary term, neither oil nor gas is 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 and to the owner of the soil 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 of Fifty Dollars ($50.00) 
per acre double the annual rental pro'Jided 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 
ffiR-tal-afRtH:Int, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1 .00) 
per-acr&. 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 
paymg the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment 
of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a well located 
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within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, 
or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the 
shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for 
which the royalty has been paid. The Lessee may maintain the lease for four more successive years by 
Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of 
production from the well causing the drainage or which is completed in the same producing reservoir and 
within one thousand (1 ,000) feet of the leased premises. The compensatory royalty is to be paid monthly, 
one-half (1 /2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, 
beginning on or before the last day of the month following the month in which the oil or gas is produced 
from the well causing the drainage or that is completed in the same producing reservoir and located 
within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-
month period is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount 
equal to the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty 
payments which are not timely paid wi ll 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 160 acres surrounding each 
gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in 
Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural 
Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated 
for production purposes to a proration unit for each such producing well under the rules and regu lations of 
the Railroad Commission of Texas, or any successor agency, or other governmental authority having 
jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less 
acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon 
terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall 
nevertheless continue to have the right of ingress to and egress from the lands still subject to this lease 
for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facil ities on, over and across all the lands described in 
Paragraph 1 hereof ("the retained lands"}, for access to and from the retained lands and for the gathering 
or transportation of oil, gas and other minerals produced from the retained lands. 

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

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

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

18. FORCE MAJEURE. If, after a good 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 termin the absence of such drilling or reworking 
operations or production of oil or gas. 

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

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

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

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

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its 
operations to all personal property, improvements, livestock and crops on said land. Additionally, 
Lessee shall pay one-half (1/2) to the State of Texas and one-half (1/2) to the owner of the soil the 
damage amounts stipulated on Exhibit A attached hereto, which amounts shall be rebuttably 
presumptive evidence of actual damages. Lessee also agrees to comply w ith the other provisions 
set forth on Exhibit A. If the owner of the soil owns less than the entire undivided surface estate 
in the above described land, then the damages provided on Exhibit A shall be proportionately 
reduced , and paid in the proportion which owner of the soil 's interest bears to the entire 
undivided surface estate. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any 
house or barn now on said premises without the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all 
proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, 
natural waterways, rivers and impounded water shall be prevented by the use of containment facilities 
sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee 
shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be 
responsible for all damage to public and private properties. Lessee shall build and maintain fences 
around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, 
damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while 
conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, 
paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near 
its original condition and contours as is practicable. Tanks and equipment will be kept painted and 
presentable. 

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

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

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

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee 
may at any time execute and deliver to the owner of the soil and place of record a release or releases 
covering any portion or portions of the leased premises, and thereby surrender this lease as 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, 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 
rec.orded 1~strument, ~r a copy of the recorded instrument certified by the County Clerk of the county in 
wh1ch the mstrument 1s recorded, must be filed in the General Land Office within 90 days of the last 
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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. A copy of any recorded assignment shall also be provided to the owner of the soil 
promptly following its recordation . 

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 fu lly 
disclose any facts affecting the State's interest in the leased premises. When the interests of the owner of 
the soil conflict with those of the State, the owner of the soil is obligated to put the State's interests before 
his personal interests. 

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

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

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

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the 
soil, their officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns, of and from all and any actions and causes of action of every nature, 
or other harm, including environmental harm, for which recovery of damages is sought, including, but not 
limited to, all losses and expenses which are 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 
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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, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations 
and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING 
PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE 
OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) 
CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE 
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED 
PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND 
WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY 
HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT 
LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY 
OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE 
OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED 
BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS 
MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING 
TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR 
ANY REASON, OF THIS AGREEMENT. 

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

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

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

COUNTY OF HARRIS 

LESSEE 

LESSOR 

STATE OF TEXAS 

BY: BRENNAND LAZY H RANCH, L TO. 
Individually and as agent for the State of Texas 

Date: ------==3=-\+-=2=---t!-+\ \.:........:L\'------ ----

ACKNOWLEDGMENTS 

This instrument was acknowledged before me on il!/tli 0/.1, 2014, by Dawson 0 . George, Ill, 
Manager of Brennand Interest, LLC, general partrot RENNAND LAZY H RANCH, L TO., a Texas 
limited partnership, as agent for the State of Texas. 

My Commission expires: ________ _ 

This instrument was ac edged before me on 2014, by John 
W. Walsh, Attorney-in-Fact of BHP 1 • Petroleum Properties (GP), LLC, general partner of BHP 
Billiton Petroleum Properties (N.A.), LP, a Texas · · ed Liability Company, on behalf of said entity. 

---------------------------------~P~~~ytG~e~ffi~ffi~i~ss~ie~R~e~~:~===============-------~ 
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, . . 

LESSEE 

BHP Billiton Petroleum Properties (N.A.), LP 
By: BHP Bil' n Petroleum Properties (GP), LLC, its General Partner 

Date: ----+/2..s.:;.tz~~&?/.=='1...JOg;~. fli1=V.::...:..Y.J-f' _____ _ 

ACKNOWLEDGMENTS 

STATE OF TEXAS 

COUNTY OF _ H_A_R_R_IS ___ _ _ _ 

This instrument was acknowledged before me on /.l~1t.1 ./ ,;( ...1 2014, by Steohen L. 
Mahanay, Attorney-in-Fact of BHP Billiton Petroleum Pr()J{erttes (GP)! LLC, general partner of BHP 
Billiton Petroleum Properties (N.A.), LP, a Texas Limited Liability Company, on behalf of said entity . 

. l~~¥Y~!f~"- LYNN LATIOLAIS 
~·~~-?'\ Notary Public, State of _Texas 
~ \.~ .. : .. E My Commission Exp1res 
-;~~;;,;;\~:.? October 10,2017 

'''"'"'' 

My Commission expires: 112-lt? -.;?o/7 
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EXHIBIT A 

SURFACE DAMAGE SCHEDULE 
March l , 2014 

Brennand Lazy H Ranch, Ltd. 

l. Lessee as a covenant of this lease, agrees to pay one-half ( 1/2) to the owner of the 
so il and one-half (112) to the State of Texas, within thirty (30) days after such operations are 
conducted, for the respective types of operations conducted on the Leased Premises, the sums set 
forth below: 

Type of Operation 
l. Well location (up to 5 acre pad site) 

2. Additional wellbores from same well pad 

3. Fresh Water Frac Pit (calculated from inside of berm) 
Unused pits must be closed by end of primary term 
Requires reseeding upon closure of pit 

Fresh Water Frac Pit Site (calculated from outside of berm) 

$25,000.00 

$ 5,000.00 

$ .30/sf 

$ .10/sf 

4. Geophysical Permits 
2-D 
3-0 

$1,500 plus $3,000.00 per mile 
$ 1,000 plus $20.00 per acre 

5. Roads for access to wells on location only (Maximum I 0-year term) 
(a) Dirt Roads (limited to 15' in width) $50.00 per rod 
(b) Caliche and gravel roads (l imited to 15' wide) $55.00 per rod 
(c) Temporary roads and pull-outs (less than 15') $500.00 each 
(d) Use of existing roads $ 16.50 per rod 

6. Pipeline Easements for wells on location use only (Maximum I 0-year term) 
(a) Less than 4" $22.00 per rod 
(b) 4" to less than 6" $26.00 per rod 
(c) 6" to less than 12" $42.00 per rod 
(d) 12" to less than 24" $62.00 per rod 
(e) 24" to 40" $100.00perrod 
Replacement of pipe due to damage Yz of original easement, minimum of $500 

8. Utili ty Line Easement for use of wells on location only and limited to a single line 
pole (Maximum I 0-year term) $ I 00.00 per rod 

9. Workover and completion rigs, per occurrence 

10. Tank Battery (on or offwelllocation) 

$1,500.00 

$10,000.00 

I 1. Leaks and spills $ .25/sf 
Minimum payment for any leak or spill shall be on basis of 500 square 
feet. All leaks or spills shall be reported to surface owner immediately 
and cleaned up and affected dirt hauled off within 30 days. If not 
cleaned up within first 30 days there will be addj tional payments due 
of the same amount each and every 30 days thereafter. 

The amounts set forth in the above damage schedule shall increase by 5%, compounded, on each 
anniversary date of this agreement. 

ll. Surface/Subsurface Protection Clauses: As a part of the consideration of thjs 
Lease, Lessee covenants and agrees as fo llows: 

(a) Prior to commencing any operations under this lease, Lessee shall consult 
surface owner and provide info rmation as to the form of operatjons, the proposed date of 

II 



' ·. ·. . 

commencement and the location of said operations. 

(b) Lessee and all persons entering or leaving said lands in connection with 
Lessee's operations hereunder shall keep all outside and interior gates along the route or 
routes designated for such use securely closed except immediately before and 
immediately after each such separate use. Lessee agrees that it will promptly repair any 
gate, fence or other improvement that may suffer damage or injury by reason of Lessee's 
operations hereunder. 

(c) Lessee will maintain approaches, gates, cattle guards and roadways 
designated and used in connection with its operations in a good state of repair and will 
promptly cause to be repaired and restored any damage thereto occasioned by or resulting 
from Lessee's operations. 

(d) Within runety (90) days after completion of a well capable of producing in 
paying quantities or as soon thereafter as weather permits, Lessee will remove all pit liners 
(if used), fill aU pits, level all mounds and other excavations, remove ali caliche or other 
base materials from the drillsite except as to a minimum area around the weUbore necessary 
for maintaining and operating such well not exceeding 200' x 200', restore the top soil 
uruformly across the entire location area except the remaining location pad and clean up the 
well site and remove from said lands any and all oil and/or gas waste materials, oi l spills, 
junk materials, pieces of iron, pipes, steel and other debris and foreign materials, and all 
deleterious materials and substances that might cause injury to persons or livestock and 
generally restore such location to its original condition 

Within ninety (90) days after a well is plugged or any compression facility, 
tank battery or storage facility, metering station or other location on wruch Lessee erects 
surface facilities in connection with operations on and production from tills Lease is 
abandoned or as soon thereafter as weather permits, Lessee shall remove all caliche or other 
base materials from the location and road leading to such location or facility (unless such 
road is then being utilized to gain access to another existing well or facility and restore the 
top soil uniformly across the entire location area (and, if applicable, road) and will clean up 
the site and remove from said lands any and all oilfield eqwprnent, oil and/or gas waste 
materials, oil spills, junk materials, pieces of iron, pipes, steel and other debris and foreign 
materials, and all deleterious materials and substances that might cause injury to persons or 
livestock and generally restore such location to surface owner' s reasonable satisfaction. 

Lessee shal l notify the surface owner prior to conducting any operations 
required under tills Paragraph 2(d). 

(e) Lessee will use its best efforts to prevent the escape of salt water or other 
deleterious substances and will not permit the same to run into any surface water tank, 
water well, creek, ravine, or upon or over the Leased Premises, nor to penetrate, seep or 
flow or be injected into any subsurface fresh water stratum, but will be contained and 
disposed of in keeping with applicable governmental rules and regulations, including 
without limitation, Environmental Laws, as hereinabove defined. 

(f) Lessee will use its best efforts to prevent fires on said lands and will use 
its best efforts to prevent papers, boxes, sacks and containers and waste materials of any 
kind from coming on said lands and littering the Leased Premises. 

(g) No employee, representative, contractor or subcontractor of Lessee or any 
other person will be allowed to hunt, fish, swim, camp or picnic on said land, and no dog, 
gun, firearm or fishing equipment will be permitted on the premises. 

(h) With respect to each pipeline laid on the Leased Premises, Lessee 
expressly covenants and agrees: (1) to bury any pipeline so that the top thereof will be at 
least thirty-six inches (36") below the existing ground level contour, except and provided 
that, where said line crosses any drainage ditch, creek, slough or other waterway, the 
same should be buried at the place of such crossing at least forty-eight inches ( 48") below 
the bottom of such drainage ditch, creek, slough, or other waterway (whether flowing or 
intem1ittent); and further provided, that none of the facilities, valves or equipment 
installed or constructed in connection with such pipeline shall extend above the surface of 

12 



the ground, except that Lessee shall be permitted to place line posts or markers where 
said pipeline crosses surface owner's fence lines and except as ' may otherwise authorize. 
Surface owner reserves the right to impound water over any pipeline right-of-way; (2) 
during the period of construction of said pipeline and during the period of any subsequent 
alte1ing, repairing, replacing or removing thereof, Lessee shall leave or arrange for 
reasonable crossings over and across said right-of-way for any vehicles, equipment, cattle 
and/or livestock of surface owner or surface owner's tenants, lessees, successors or 
assigns. Upon completion of construction of sa id pipeline, Lessee agrees to provide a 
caliche base road crossing to accommodate vehicles and equipment at all locations where 
the pipeline crosses existing roads; (3) to stack all trees and brush which are cut from the 
cleared right-of-way at the time any necessary clearing is performed, so as to leave the 
cleared right-of-way free of all trees, stumps, brush and debris, except for the stacked 
vegetation. All brush and other material which is stacked on the right-of-way shall be 
free of dirt so as to be capable of being burned completely and that no mounds of dirt or 
debris shall be left on or adjacent to the cleared right-of-way. Any trees, brush or other 
growth damaged outside the cleared right-of-way shall be removed; (5) following any 
such construction, repair, removal or other operations, to backfill (in the manner 
aforesaid), pack and level any such ditch or trench opened and fill, grade and restore the 
surface of the right-of-way as near as practicable to its original level and contour as when 
entered upon and in such manner that surface or rain water may pass and flow 
undisturbed and unimpeded from one side of the right-of-way to the other side of the 
right-of-way; Lessee's obligation to remove property and fixtures within ninety days (90) 
days after termination of the lease as provided in Paragraph 2(d) above shall include the 
obligation in said ninety days (90) day period to commence the removal of all pipelines 
and to restore the surface to the surface owner's reasonable satisfaction and in 
compliance with the restoration, reseeding and watering provisions of Paragraph 2(d) 
above. 

(i) Water: Lessee shall have no right to use or take water from the leased 
premises or from any existing water production well, stock tank, irrigation ditch, river, or 
stream located on the lease premises; provided, however, that upon Lessor's written 
consent, Lessee shall have the right to drill , at its sole cost and expense, water wells on 
the leased premises for use in Lessee's operations thereon other than pressure 
maintenance or secondary recovery. As compensation for Lessee's production and use of 
water from any wells drilled or used by Lessee, Lessee shall pay to the owner of the soil 
the sum of fifty cents ($0.50) per barrel, or the current rate as reflected in the then current 
University Lands Rate and Damage Schedule. Prior to drilling any new water wells, 
Lessee shall advise Lessor of Lessee's intentions, and Lessor and Lessee shall mutually 
decide upon the location of said water well, taking into consideration the surface use by 
Lessor and Lessee's needs in conducting its operations on the leased premises. As to any 
water wells drilled by Lessee on the leased premises, Lessee shall properly register any 
such water wells with the applicable groundwater conservation district and shall comply 
with all of such groundwater conservation district' s requirements, including reporting 
requirements, in the use of such well(s). Lessor, upon receiving Lessee 's written prior 
consent, shall have the free use of water [rom such wells when such water is no longer 
being used by Lessee in its operations. After cessation of Lessee's use of a water well 
dri1led~y Les~ee on_the leqsed p~qni ses, ancf prior to the plugging or removing the casing 
h.erefrom such water well , Lessee hall tender such water well or wells to Lessor and, if 

Less-or-sttatl re m aC"te£t s~ . ... c er wei allbe and become the property of 
'te SQr or.no a~wvided,t however, ~ssee shall have the right to use 
~b..weii~H8 a~me durmg the-continuance 6 of this lease in connection with 
!Lessee l ;perations on the leased premise1, and prov~ded further, that Lessor will 
thereafte~e"'-llt~· rum-'C>b1~ons attendant to 'Lessor's ownership and use of 
~aid water weJI or wells. ovided, fJrther, that if Le or so elects, Lessee shall, at 
Lessee'-s s61e cost and expense, ph.ig' Md a6an<1on t:'aCil water well which surface owner 
elects not to take over. 
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Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from this instrument 
before it is filed for record in the public records : your social security number or your driver's license number. 

General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

gustin, m:exas 

OIL AND GA S LEASE 

THIS AGREEMENT is made and entered into this 17th day of, ___ ....,M"'a"'rc"'h.,__ ___ , 2014, between the State ofTexas, acting 

by and through its agent, REDLANDS ROYALTY COMPANY, LLC, represented herein by BancFirst, Agent by and through Farmers National Company, 

Agent, represented herein by Terry L. Young. Assistant Vice President 

whose address is 5110 S. YALE AVENUE SUITE 400 TULSA OKLAHOMA 74135 

said agent herein referred to as the owner of the soil (whether one or more), and __ ___,.B"-H.!!.P--"'B,.IL,L"-IT,_,O""'N_,_,.P_,ET'-'-'-R,O..,L=>E,_,U,.,M""-'-P_,_R,O""P-'E""R'"'-T.!..I,E,S"'I"'N'"".AC4.1..l ,...,L..,P _ _ _ _ 

formerly known as Petrohawk Properties, LP, whose address is _ __,P_,O"'S"-T!....'=O"-F..!.F..ciC,E!:...,!,B,O"-'X:>....:22..,7,_1'-'9!.....!.H,.O..,U"'S"-T'-'O"'-N""-T.!..!E:XA=S"'-.!7..!.7-'i.0.._27t.:.-:.>!9E.9~98,___ 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, stori ng 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: 

All of the East Half (E/2) of Section 44, Block 57, Township 2. A-2458, T & P RR Co. Survey, Reeves County, Texas, 
containing 320 acres, more or less 

containing --""32""0.., .... 00"'0"--- acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: ONE THOUSAND NINE HUNDRED TWENTY FIVE DOLLARS AND 93/100 

Dollars ($1,925.93) 

To the owner of the soil: ONE THOUSAND NINE HUNDRED TWENTY FIVE DOLLARS AND 93/100 

Dollars ($1.925.93) 

Total bonus consideration: THREE THOUSAND EIGHT HUNDRED FIFTY ONE DOLLARS AND 86/100 

Dollars (53.851 .86) 

The total bonus consideration paid represents a bonus of THREE THOUSAND TWO HUNDRED FIFTY DOLLARS AND 00/100 

----------------- Dollars ($3250.00) per acre, on 1.18518519 net acres. 

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

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

To the owner of the soil: --------------------------------
Dollars ($. _________ _, 

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

Dollars ($. _____ _ ____ __, 

Total Delay Rental:---------- - --------------------
Dollars ($. _________ ___) 

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

4. PRODUCTION 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 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 

• :• 1.and 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 
••••• :>aid 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 

• ~ny 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 

•. • • • )viii 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 1/4 part of the gross production or the market value thereof, at the 
: •: :,ption of the owner of the soil or the Commissioner of the General land Office, such value to be based on the highest market price paid or offered for 

gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer. whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any lime exceed 14.65 pounds per square inch absolute. 
and the standard base temperature shall be six1y (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 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the 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 l essee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

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

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

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General l and 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 take n in kind shall be paid to the Commissioner of the General l and Office at 
Austin, Texas, in the following manner: • 

/i 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas(Regis 

~ 

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

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissroner 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 submrtted to the Texas 

• •• ~ail road Commission or any other governmental agency shall include the word "State• in the title. Additionally, in accordance with Railroad Commission 
• ••! rules, any sign age on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 

•nclude the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
•! • • • : nformation 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 
4he total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 

•! • • • 23eneral 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, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the nex1 annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilltng or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions 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 dnlling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was betng 
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 rs not betng 
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 51 ,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 facilit ies or suitable market for the oil or gas exists, Lessee may ex1end 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 paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory roya lty at the royalty rate provided in the lease of the rparket value of productioh from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) fee{;O~e leased prem~es. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-ilt")(1l2)" 10 'the O)Voerrot, t~e,.soil, 9eginning on or 
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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 pa1d will accrue penalty and interest In accordance w1th 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 ex1ended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to sa id well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facil ities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"}, for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

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

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

• ~hirty (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 

} and 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 
•: • • • • o 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 
• • • • : nstrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 

• designation shall be binding upon Lessee for all purposes. 

• •• 
: •: : 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 

to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantit ies and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, 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 dunng the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

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

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

{B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the ex1ended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 
'c. r ,_ ~ I 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any huuse or ~m now onsaiy pJemises without 
the written consent of the owner of the soil. , ltl .,., 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing , pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubb1sh 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fix1ures. 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 2g 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, liabilit ies, 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 
• • ••. " art by assignment without the prior written approval of the Commi.ssioner of the. General ~and Office. this ~~~se is void as of the time of assignm~n~ and 

• <the agency power of the owner may be forfeited by the CommiSSioner. An ass1gnment will be treated as 1f 11 were made to the owner of the so1l 1f the 
• assignee is: 

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

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

• • • (6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee. executor, administrator. receiver. or conservator for the 
:. : : owner of the soil; or 

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
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 concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and ex1racted 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. g 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. 
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34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the O'f'rtefO{l~oil under~ 'l!ase with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of the'<'< iPQ!ftrye ~a~ t~'fmf4S ~~a I 9e approved 
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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 prov1S1on 1n th1s 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, state, or local law or regulation ("Hazardous Materials"), except 

• : • ~rdinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
•••• LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
••••• }ESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 

• ~NY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
• COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 

()ISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
•:• .. t;oNTROL 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 

• • • .,.HE 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 
!.! ~IVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 

PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

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

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

u ana Gorrect 
cor.y of 

OrHllnal f1led n 
Reeves Couf'ty 

' erl-.s Otfice 



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

STATE OF TEXAS 

REDLANDS ROYALTY COMPANY, LLC 
By: BancFirst. Its Agehl 

z;;;;A~ 
B£TERRY . Y UNG 
As Assistant · e President of Farmers National Company 
Agent for BancFirst and as Agent for the State of Texas 
Date: _ __________ _ 

STATE OF TEXAS 

COUNTY OF HARRIS 

LESSEE: BHP BILLITON PETROLEUM PROPERTIES (N.A.), LP 

I 

(CORPORATION ACKNOWLEDGMENT) 

•••• • BEFORE ME, the undersigned authority, on this day personally appeared ,.s~te2p!.!.!h~e!!.n .=L'-'. M=a~ha:!.Jy(.!..n!.!;!a.:s_y ______________ _ 

• •• • :nown to me to be the person whose name is subscribed to the foregoing instruments as c.;A..,tt""or'"'n""e.._y--"'ln.:..-.:...Fa""c"'t _______________ _ 

•! u• IJf BHP Billiton Petroleum Properties (GP). LLC, general partner of BHP BILLITON PETROLEUM PROPERTIES (NA), LP, a Texas limited partnership 

• and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and 
• 

• : .. • ~eed of said limited partnership. 

•• • • • • • • • 
• 

• •• • • • ••• • 

Given under my hand and seal of office this the. __ _,{'-4.(}k"'-___ day of ~ ,2014. 

/WetilqmLt~ 
' ,<~~·~~',,, ESTELA NAVARRO f {~~;;~ Notary Public. State of Texas 

1
~ ;~ .. ~ ..... ~ My Commission Expires 

"'>,:,~(.;; ·~§-> September 13, 2016 
"""' 

STATE OF OKLAHOMA 

COUNTYOF~~~L~(~/.5~~~-------------

Notary Public in and for the State of Texas 

(ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Terry L. Young known to me to be the person whose name is 

subscribed to the foregoing instrument as Assistant Vice President of Farmers National Company, as agent for BancFirst, agent of REDLANDS 

ROYALTY COMPANY, LLC and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the capacity 

stated, and as the act and deed of said company. 
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• bhpbilliton 
rt50II'Cilg the fut1ft 

PETROHAWK ENERGY CORPORATION 
CONTROLLED DISBURSEMENT 

PO BOX22719 
HOUSTON, TX n027·9998 

AMEGY BANK N.A. 
P 0 . BOX 27459 

HOUSTON. TEXAS 77227·7459 
14/UY4U~ 141 02 

0311811 4 

PAY TO THE I 
ORDER OF _T..::.ex~a-=s -=G-=en~e=--ra:.;.I ..::.La:.;.n..::.d~O--ff~ic..::.e ________________________ __J $ 173,333.33 

__ O~ne~H~un~d~r~ed~Se~v~e~n~ty=---t~h~re~e~T~h~o~us~a~n~d~Th~r~e~e~H~u~nd~r~ed~Th~i~rt4y-~th~r~ee~an~d~3~3~/~l O~O~ _______________ ooL~RS 

MEMO Bonus for Contract ELS-01 79A(GLO) 

PETROHAWK ENERGY CORPORATION 

..... 
• ... . 

' • ...... 
• • 

• , ..... 
• • 
•• • 

I • e . . . 
• 

•• •• I e e 
I • 

PETROHAWK ENERGY CORPORATION 

• 

14102 

14102 

• 



• bhpbilliton 
rtseudng the futlR 

PETROHAWK ENERGY CORPORATION 
CONTROUED DISBURSEMENT 

PO BOX22719 
HOUSTON, TX n027-9998 

Texas General Land Office 

AMEGV BANK N.A. 
P 0. BOX 27459 

HOUSTON, TEXAS n227·7459 
14 7103 96 13997 

04/02114 

PAY TO THE 
ORDER OF I $ so,666.67 

--------------------------------------------------------------~ 

--~Fi~fty~Th~o~u~sa~n~d~S~ix~H~u~n~d~re~d~S~i~~y~-s~ix~a~n~d~6~7~/1~0~0------------------------------------------------- DOL~S 

NOT CASHED WITHIN SIX MONTHS OF ISSUE 

J/Z?:{~, .. -
~ · y~ z;:~ 

MEMO Bonus for Contract ELS-0179A(GLO) 

PETROHAWK ENERGY CORPORATION 
13997 

••• • u-1 •••• 
• ovlolP •••••• • • 

• s, J4l • •• 

~ 
• • • 

10J96 ••• 

• \ d-\ ...... 
• .... 

PETROHAWK ENERGY CORPORATION 13997 

• 



~ ~· ----------------------------------------------------------------------~ 
UJ bhpbilUton ...... -... 

PETROHAWK fHERGY ~TlON • 
CONTAOIJ.G Dt88UA8EIIENT 

AMEOY 8NUC N.A. 
P.O. BOX21a 

HOU$'TOOI, TVCAS 77227-7~ 1471145 9 14004 

P.O. BOX 227111 
HOUSTON, nc 77W7.-e 04123/14 

ORP~DETROOF~E -~=~~===~=~-------------------~~ S 1,925.93 General Land Office Stare oflexas . 

--~O~n~e~Th~o~u~s~an~d~N~i~ne~H~un~d~r~ed~T~w~e~n~ty~-~fiv~e~a~n~d~9~3/~1~00~---------------------------------------------~ ~ 

Lease Bonus Contract ELS-01 796 pymt 19905 

PETROHAWK ENERGY CORPORAnON 

·· ~ • 
I ... '"t 

..... 
• • • •• • 
•• • •. · .t 

•••• • ••• • 

PETROHAWK ENERGY CORPORAnON 

• 

YOlO If NOT CASHlD WITliN Ill IIIONTH8 C# I88UE 
NON~ 

OWNIA CALL C!JfTEA 1.-r7411·1443 

14004 

14004 

I 
ll 
.5 

~ 
:I 

~ 
~ 
:; 
~ 

51N31 1'39287 • 



, . 

I 

EXPLORATION LAND SERVICES, LLC 
P.O. BOX 52105 

iBERIABAN1(1 71 0 3 9 5 
LAFAYETTE, LA 70505-2105 

PAY TO THE Texas General Land Office 
ORDEROE~--------------------------------------------------------------

4/7/2014 

$ **125.00 

567 4 

.. 
; . 
!! One Hundred Twenty-Five and 00/1 00**************"************ .. *************•••••••••••••·•· · ··· ······ ··•· •••• •••••• · • .. ·• 

----------------------------------------------------------------------------------~OUARS ~ 
~ 

MEMO 

••• • .... 

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

Filing 1 Lease; Processing 1 Tract 

u•oo 5 b? t.. u• 

EXP.LORATION LAND SERVICES, LLC 
•• •••• 
• " Texas General Land Office 
• 

• • nate Type Reference 
~ . ·· "'7/2014 Bill Filing&ProcessingFee . 

.. 

.. .. . 
0 

•••• 

Original Amt. 
125.00 

Iberia Bank Filing 1 Lease; Processing 1 Tract 

tdLZ:~~ 

4/7/2014 
Balance Due Discount 

125.00 
Check Amount 

Payment 
125.00 

56 7 4 

~ 125.00 

125.00 



·. ~· . . 
~eid - Lease AFr"oval - E/2 of Section 44, Block 57-2, Reeves County, Texas 

From: 
To: 
Date: 
Subject: 
Attachments: 

Drew, 

"Adam St. Romain" <astromain@explorationJand.com> 
Drew.Reid@GLO.TEXAS.GOV; Drew.Reid@GLO.TEXAS.GOV 
3/13/2014 2:0 1PM 
Lease Approval - E/2 of Section 44, Block 57-2, Reeves County, Texas 
Brennand Executed Lease COPY.pdf 

Page I of I 

Please see the attached concerning an agreement we have with Brennand lazy H. Ranch to lease their interest in 
the E/2 of Section 44, Block 57, Township 2, Reeves County, Texas. 

L q Y. \ o~ '\Y\ !I=- 1\ l.to" "'2.. 
Please let me know if you have any questions. 

Adam St. Romain 

I' ~c· I 

EXPLORATION LAND SERVICES 
Post Office Box 52105 
Oil Center Station 
Lafayette. LA 70505-2105 

2205 West Plnhook Road 
Suite 200 

Lafayette, LA 70508-15105 

Office: 337.234.3500 Fax: 337.234.3525 
Email: astromaio@eXDioratiOolaod.oom 

~ . \ \ . '\ t - ~1ll. 

3. l \.. l '{ -- Lt JA •y't... ~ 1,-Q. 

The information contained in this transmission is legally privileged and confidential. If the reader of this message is not the 
intended recipient, or the employee or agent responsible to deliver it to the intended recipient, you are hereby notified that any 
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this transmission in error, 
please destroy it immediately and notify us by telephone at 337.234.3500. 

file://C:\Docurnents and Settings\Dreid\Local Settings\Temp\XPgrpwise\532I BA2BDOM I.. . 3/13/20 I4 



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

••• • .... 
• •••••• • • 

• 
• 

March 19, 2014 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 
Stephen F. Austin Building, RM 847 
Austin, Texas 78701 

Re: Oil , Gas and Minera l Leases 
Reeves County. Texas 

Dear Drew: 

Via Fer/Ex 

Enclosed herewith, please find one ( I) check, made payable to the Commissioner of the General 
Land Office. Also enc losed is a report prepared fo r you containing a calculated breakdown of the 
interests and prope1ties the check covers, as well as a copy of the lease that has been executed by the 
soil owner. A Certified Copy will be submitted upon recordation of sa id lease. Please sign and date 
the copy of the check and return it in the enclosed prepa id envelope. 

Date 
03118/20 14 

C heck No. 
141 02 

A mount 
$ 173,333.33 

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

•:•••: encl. 
•• • • • • • • • 
• 

•• •• • • • • • 



. . 

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

April 7, 20 14 

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

tephen F. Austin Building, RM 847 
Austin, Texas 7870 I 

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

Dear Drew: 

Via FedEx 

Enclosed herewith, please find one ( I) certified copy of an Oil and Gas Lease taken in the name of 
the State of Texas, in favor of BHP Billiton Petroleum Properties (N.A.), LP, listed as follows: 

Lease No. 
ELS-0179A 

Date 
03/0 1/2014 

Le or 
Brennand Lazy H Ranch, Ltd. 

A lso enclosed, please find a check in the amount of$ 125.00. This amount covers the filing fees for 
the lease taken in the name of the tate of Texas @ $25/per lease and the fi ling fees for the tract 
listed under said lease @ $1 00/tract. This should cover aJI required fees associated with the above 
listed lease. 

Please be advised that by letter dated March 19, 2014, we sent check number 14102, dated March 
18 2014 in the amount of$ 173,333 .33 to cover the bonus amount for the above listed lease. Prior 
to finalizing the lease with the so il owner, a higher bonus per acre was negotiated and we are now 
submitting a supplemental check to cover the remaining bonus. Enclosed herewi th, please find one 
( I) check, made payable to the Commissioner of the General Land Office in the amount of 
$50,666.67 to cover the remaining bonus owed to the state. Also enclosed, please find a revised 
spreadsheet showing the new bonus amount for said lease. 

Please sign and return the copies of the checks to me in the enclosed prepaid envelope. I trust that 
you will not hesitate to call me with any questions that you may have concerning thi s matter. 

iqcerely yours, 

tuc~ 
Natalie Holeman 
encl. 



EXPLORATION LAND SERVICES, LLC 
P 0 Box 52105 · Lafayette, Louisiana 70505-21 05 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

•••• • •••• 
• •••••• • • 

• 
• •••••• • • 

•• • . . . 
• •• 
• 

• •• • • • ••• • 

May 20, 20 14 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 
tephen F. Austin Building. RM 847 

Austin, Texas 7870 I 

Re: Oil. Gas and Mineral Lease 
Reeves County, Texa 

Dear Drew: 

Via FedE'( 

Enclosed herewith, please find one ( I) certifi ed copy o f an Oil and Gas Lease taken in the name of 
the tate of Texas. in fa vor of BHP Billiton Petro leum Properti es (N.A.), LP. listed as fo llow : 

Lease No. 
ELS-01798 

Date 
03/1 7/20 14 

Le or 
Redlands Royalty Company. LLC 

A lso enclosed, please find a check in the amount of$25.00. Thi amount covers the fi ling fees for 
the lea e taken in the name of the tate ofTexa @ $25/per lea e. Be ad vi ed that the fees for the 
tract listed under EL -0 1798 was previously paid by check number 5674. issued April 7. 20 14 @ 
$ 1 00/tract. This should cover a ll required fees associated with the above listed lea e. 

Also enclosed. please find one ( I) Act o f Lease Ratification as fo ll ows: 

Act of Lease Ratification for that certain Lease fil ed under Fi le umber 12-08575 of the 
Official Public Records of Ree es Coun ty. Texas, which was submitted to the GLO on 
January 2, 201 3 (MFII 2820). 

~ 
Please s ign and return the copy of the check to me in the enclo ed prepa id envelope. I tru t that you 
will not hesitate to call me with any questions that you may have concerning this matter. 

, in~ 
atali e Ho leman 

encl. 



EXPLORATION LAND SERVICES, LLC 
P.O. BOX 52105 

LAFAYETTE, LA 70505-2105 

• IBERIABANK 
j_Lt(_L [ ,J (.J 

5/20/2014 

PAYTOTHE Texas General Land Office 
ORDERO~·----------------------------------------------------------------

$ **25.00 

~ 

~ 
0 
,; 
! 
" --.... Twe n ty-F rve and 0 0/1 00 ********'******************** ************************************************* ***********tit" ****•*** * *** 

----------------------------------------------------------------------------------DOLLARS ~ g 

MEMO 

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

Filing - 1 Lease 

u•oo 57 9 sua 

EXPLORATION LAND SERVICES, LLC 

Texas General Land Office 
·~ate 

····5t20t2014 .. . ~ .. · 
• • 
• 

• .. . , ... 
• • 
•• • • • • • • 
• 

• •• - . . ••• • 

lbena Bank 

Type Reference 
Bill Filing Fee 

Filing - 1 Lease 

Original Amt. 
25.00 

5/20/2014 
Balance Due Discount 

25.00 
Check Amount 

Payment 
25.00 
25.00 

"' 

5795 



•••• • • •• • 
• ••• ••• • • 

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

EXPLORATION LAND SERVICES, LLC 
P 0 Box 52105 • Lafayette, Louisiana 70505-2105' • Ph~o~<-e-: -33-7-.2-3.=.4.....~.. 3-50.;....0_•_F_a.;....x :_3_3-7 .-23-4-.3-5_2_5_• -E-m-ai-1:-co_n_ta_c_t@::-e-x_p_lo-ra-tio_n_la_n_d-.c-om-

pri l 28, 2014 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 
tephen F. Austin Building, RM 847 

Austin, Texas 7870 I 

Re: Oil, Gas and Mineral Lea e 
Reeves County. Texa 

Dear Drew: 

Via Fer/Ex 

Enclosed herewith, please find one (1) check, made payable to the Commi ioner of the General 
Land Office. Also enclo ed i a report prepared for you containing a calculated breakdown of the 
interests and properties the check covers, a well a a copy of the lease that ha been executed by the 
soil owner. A Certifi ed Copy will be submitted upon recordation of said lease. Plea e ign and date 
the copy of the check and return it in the enclosed prepaid envelope . 

Date 
04/23/20 14 

Check o. 
14004 

Amount 
$ 1.925.93 

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

encl. 



April 23,2014 

. . .. " . . . . " . .. . • • • • • • • • • • 
•• • ~· • • •• I 

• • • • • . ~ .. .. ... . 

REQUEST 
SECTION 44, BLOCK 57, TOWNSHIP 2, ABSTRACT 2458, T&P RR CO. SURVEY, REEVES COUNTY, TEXAS 

E/2 
Bonus Per 

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

REDLANDS ROYALTY COMPANY, LLC 320 1/270 1.18518519 $3,250.00 $1 ,925.93 $1,925.93 
TOTALS 1.18518519 $1 925.93 $1 925.93 

!Total Amount paid by check $1,925.931 

Lease Bonus 

$3,851 .85 
$3,851.85 



MARCH 19, 2014 REQUEST 
SECTION 44, BLOCK 57, TOWNSHIP 2, ABSTRACT 2458, T&P RR CO. SURVEY, REEVES COUNTY, TEXAS 

E/2 
Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 
BRENNAND LAZY H RANCH, L TO. 320 1/3 106.66666667 $3,250.00 $173,333.33 $173,333.33 $346,666.66 
TOTALS 1 06.66666667 $173 333.33 $173 333.33 $346 666.66 

Bonus Paid by Check No. 14102 $173,333.33 

APRIL 7, 2014 UPDATED BONUS PER ACRE 
SECTION 44, BLOCK 57, TOWNSHIP 2, ABSTRACT 2458, T&P RR CO. SURVEY, REEVES COUNTY, TEXAS 

E/2 
Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 
BRENNAND LAZY H RANCH, L TO. 320 1/3 106.66666667 $4.200.00 $224,000.00 $224,000.00 $448,000.00 
TOTALS 1 06.66666667 $224 000.00 $224,000.00 $448 000.00 

!Remaining Bonus paid by check number 13997 $50,666.671 

••• • • • • .. • ~~ 
. .. .. • .. • • .. .. • • • • • • •• • .. • • . • ., 
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June 23, 2014 

M icah Strother 
BHP B illiton Petroleum 
Post Office Box 22719 
Houston. Texas 77027 

Re: State Lease MF 116482 

Dear Mr. Strother: 

Two RAL leases covering 320 ac., Sec. 44, Blk. 
57, T-2, T&P Ry. Co. Survey, Reeves Co, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set out on Page 2. Plea e refer to the e numbers when 
making payment to the tate and in a ll future correspondence concerning the leases. Failure to 
include the minet·al file numbet· may delay processing of any payments toward the lea es. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section I O(B) which requires submission of written notice for all 
dri lling, production and related activities. When forms are filed with the Texas Railroad Commission, the) 
are required to be submitted to the General Land Office as well. Examples are W-1, Appl ication to Drill; W-
2, Oil Well Completion Report and Log; G-1. Gas Well Completion Report and Log; W-3, Pl ugging Report; 
G-5, Gas Well Classification Report; G-10, Gas Well Status Report: W-10, Oil Well tatus Report; W-12, 
inclination Report; electric logs: directional surveys. 

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

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

Sincerely yours, 

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

Stephen F. .1\.usnn Bui lding · 1700 orrh Congrc~~ -\venue • '\usrin, Texa~ 78701-14'.15 

Po!>t Office Box 12R73 · Austin, 'Ic:xas 78711-2R73 

512-463-5001 · !::00-'ICJ8-4GLO 

www.glo.Hate. o.:. u~ 



State Lease No. 

MF116482A 

MFII6482B 

Lessor as agent for State ofTX 

Brennand Laz) H Ranch 

Redlands Royalty Co. 

Dated 

03/01 / 14 

03/ 17/ 14 

Recorded Val/Page 

14-03025 

14-03976 

Bonus Amount 

$224,000.00 

$1.925 93 
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6065 

• 
EXPLORATION LAND SERVICES, LLC IBERIA&\NK 

P.O. BOX 52105 
LAFA VETTE, LA 70505-21 05 9/3/2014 

Texas General Land Office $ **50.00 PAY TO THE 
ORDERO~------------------------------------------------------------------

Fifty and 00/1 00****************************************************'***************.*****.*********************'***************** 

MEMO 

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

Filing 2 Leases; Processing 0 Tracts 

EXPLORATION LAND SERVICES, LLC 
Texas General Land Office 

Date 
·:·~/3/2014 

•••• 
••••• • 

• 
•• •• • •• •• 

• . ' .. • • • •• • 

Type Reference 
Bill Filing Fees 

Original Amt. 
50.00 

Iberia Bank Filing 2 Leases; Processing 0 Tracts 

EXPLORATION LAND SERVICES, LLC 
Texas General Land Office 

Date Type Reference 
9/3/2014 Bill Filing Fees 

{)etC\ WC\Y-(J ~ h (,_eoJ?i ~ 

Original Amt. 
50.00 

Iberia Bank Filing 2 Leases; Processing 0 Tracts 

'IOOUCT Ot.TICXJ USE WfTH IIINI3 ENVELOPE 

9/3/2014 
Balance Due Discount 

50.00 
Check Amount 

9/3/2014 
Balance Due Discount 

50.00 
Check Amount 

Received By: 

Payment 
50.00 
50.00 

6065 

50.00 

Payment 
50.00 
50.00 

6065 

50.00 



EXPLORATION LAND SERVICES, LLC 
P.O. BOX 52105 

LAFAYEITE, LA 70505-2105 

• IBERIABANK 
14716294 

7/29/2014 

PAY TO THE Texas General Land Office ORDER OF ____________________________________________________________ _ $h150.00 

59 6 7 

One Hundred Fifty and 00/1 OO'******* ..... ~***~••w-.. w*•*wYrlrrf**•**•******"*•*•**"'**•*******•******* ... *•*••*******************-**** 
------------------------------------------------------------------------------_uOUARS ~ 

MEMO 

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

Filing 2 Leases; Processing 1 Tract 

EXPLORATION LAND SERVICES, LLC 

Texas General Land Office 
:::>ate Type Reference 
['>9/2014 Bill Filing&ProcessingFee 

Original Amt. 
150.00 

~ ··- - ·"!'-t 

=--..;.;."}... 

7/29/2014 
Balance Due Discount 

150.00 
Check Amount 

t ;).:;; . "' \--6 ~{ ~ 
-d VJ : l \ ·' t\-W'\. ~\e ~ \ dv;-• CN '\t) 

Iberia Bank Filing 2 Leases; Processing 1 Tract 

")' 

Payment 
150.00 K 150.00 

150.00 

il .. 
(/) 

596 7 



PAY TO THE 

• bhpbilliton 
1'l'50Wdng the fut1R 

WK ENERGY CORPORATION 
''!ROLLED DISBURSEMENT 

P.O. BOX 22719 
HOUSTON. TX n027·9998 

ORDER OF General Land Office State of Texas 

AMEGY BANK N.A . 
PO BOX27459 

HOUSTON, TEXAS n227·7459 14 "/1 5 318 
14038 

Ol/01114 

I$ 198,518.39 

One Hundred Ninety-eight Thousand Five Hundred Ei91Dh.ute:.te:un_gawnyd~3:':2.9u/1~..~<D!l.I.D __________________ DOLLARS [ ~ 

MEMO Bonus Pymt 19952 ELS-01 79C(GLO) 

PETROHAWK ENERGY CORPORATION 

{1- { 

PETROHAWK ENERGY CORPORATION 

• 

14038 

••• • • • •• 
• 

• • •••••• • 
• • •••••• • 

• 
• • ······ • 

•••• • •••• 

14038 



.. • bhpbilliton 
mourclng 1tle futl.re 

PETROHAWKENERGYCORPORATI~N 
CONTROLLED DISBURSEMENT 

AME:GY BANK N.A. 
PO BOX 27459 

HOUSTON, TEXAS n227·7459 14715733 14902 

PO BOX22719 
HOUSTON. TX n027·9998 07/16/14 

PAY TO THE I$ 
ORDER OF _ G_e_n_er_a_l L_a_nd_O_f_fi_ce_S_ta_t_e _of_T_ex_a_s ---------------------____J 45,629.60 

-~F~o~rtLy-~fi~ve~T~h~o~u=sa~n~d~S~ix~H~u~n~d~re~d~T~w~e~n~ty~-~ni~n~e=an~d~6~0~/~1 0~0~-------------------------00L~RS 

MEMO Section 44, Blk 57 T-2 

PETROHAWK ENERGY CORPORATION 

·~ ..... 
• 

• : ·~ ' 1 
• 

' , . I e e. 
• • 
• • • • • • • • 
• 

•• • • . . .. 

PETROHAWK ENERGY CORPORATION 

• 

14902 

14902 

c 
I 



EXPLORATION LAND SERVICES, LLC 
P 0 Box 52105 • Lafa~ette, Louisiana 70505-2105 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

Ju ly 10,20 14 

Mr. Drew Re id 
Texas General Land Office 
1700 Congress A venue 
Stephen F. Austin Building, RM 847 
Austin, Texas 78701 

Re: Oil , Gas and M ineral Leases 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewith, please find one ( I) check, made payab le to the Commissioner of the Genera l 
Land Office. Also enclosed is a report prepared fo r you conta ining a calcul ated breakdown of the 
interests and properties the check covers, as well as a copy of the lease that has been executed by the 
so il owner. A Certified Copy will be submi tted upon recordation of sa id lease. P lease sign and date 
the copy of the check and return it in the enclosed prepaid envelope. 

Date 
07/01/2014 

Check No. 
14038 

Amount 
$ 198,5 18.39 

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

enc l. 

••• • • • •• 

• • ••••• • • 
• • •••••• .. 

• • , ..... 
• 

•••• • • ••• 



July 1' 2014 REQUEST 
SECTION 44, BLOCK 57, TOWNSHIP 2, ABSTRACT 2458, T&P RR CO. SURVEY, REEVES COUNTY, TEXAS 

E/2 

Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus 
Self Children's Management Trust 320 67/288 74.44444444 $5,333.33 $198,518.39 $198,518.39 $397,036.79 
TOTALS 7 4.44444444 $198,518.39 $198 518.39 $397,036.79 

lTotal Amount paid by check $198,518.391 

• 

• ••• • •• ••• • • • • • ... • • • • • • • • • • • • • • •• •• • • •• • • • ••• 
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I' , ' ~ ' ~~- ·'0'' 1 ~-.J , j'(.), .•'0 

f il EO F1R ·~:::COhO 
REEVf-S COIJirfY, TEitAS 

Jl I 23, 2011! at 01· ti·UU PM 

Notlco of Contldontlallty Rights: II you are a natural person, you may remove or strike any of tho following Information from this Instrument 
boloro It Is tllod for record In the public records: your social security number or your driver's license number. 

Gtnoral Land Office 
Rtllnqulthmenl Act Least Form 
Rtvtatd, Seplember 1997 

%l usti n, 'Ueexus 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this~ day or __ ......:J..,u.,n,.e ___ ~ 2014. between the State of Texas. ac11ng 

by and through Its agent. SELF CHILDREN'S MANAGEMENT TRUST represented herein by Bank of America N A Trustee by And through Lany W 

Fartls Senior Vice President 

whose address is 500 W 7"' STREET FORT WORTH TEXAS 76102 

said agent here10 referred to as the owner of the sod (whether one or more), and, __ _.,B'-'H"-P_,B..,I,.LL..,I..t.T,.O"'N'-'P_,ETR...u,O..,L.,E..,U.,Mll.LP..cRuOc;P_,E,.,R""T'-'I"'E"'S_..!N"-"A,_l....,.L"-P---

whose address 1S _-!,P_,O..,S"'T'-'0""-FFwi.,C,.E..,B..:O><X"'-"2"'2.~-7 ...,J9....,H..,O"'U"'S"'T'-'O"'N......,T"'E"'XA"""S'-7'-'7"'0"'2"'7 -"'999"""8"-- heretnafter called Lessee 

1. GRANTING CLAUSE. For and'" consoderabon of the amounts stated below and of the covenants and agreements to be paod, kept and 
performed by Lessee under thts lease. the State ot Texas act10g by and through the owner of the so~. hereby grants, leases and lets unto Lessee. lor 
the sole and only purpose of prospechng and dnlhng ror and produong 011 and gas. laYing ptpe lines. bwldlng tankS. stonng o•l and bwld•ng power 
stooons. telephone lines and other structures thereon, to produce, save. take care or treat and transport satd products of tile lease the lollowtng lands 
s•tuated on REEVES County. State of Texas to-wu 

Allot the East Halt (E/2) of Secoon 44, Block 57, TownShop 2. A-2458, T & P RR Co Survey. Reeves County. Texas. 
contatn•ng 320 acres. more or less 

FOR ADDITIONAL TERMS AND PROVISIONS, SEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF. 

conta•n•ng _ __,3"'2..,0:..:000='---- acres. more or less The bonus conslderauon paid for this lease IS as follows 

To the State of Texas ONE HUNDRED NINETY EIGHT THOUSAND FIVE HUNDRED EIGHTEEN DOLLARS AND 391100 

Dollars (S198 518 39) 

To the owner of the sool. ONE HUNQREp NINETY EIGHT THOUSAND FIVE HUNDREP EIGHTEEN QOLLARS ANQ 391100 

Dollars (S198 518 39) 

Total bonus constderauon THREE HUNDRED NINETY SEVEN THOUSAND THIRTY SIX DOLLARS AND 781100 

Dollars (S397 036 ?8) 

The total bonus constderauon patd represents a bonus of FIVE THOUSAND THREE HUNQRED THIRTY THREE DOLLARS AND 331100 

---------------- - Dollars($~ per acre. on 74 44444444 net acres 

2. TERM. SubJect to the other prOVISions 1n th•s lease. thts lease shall be lor a term of THREE years from th•s date (heretn called ·pnmary 
terml and as long thereafter as 011 and gas, or etther or them IS produced 1n paYing quant1t1es from satd land. As used In th1s lease the term ·produced 
In paYing quanuues· means that the receopts from the sale or other authonzed commerctal use of the substance(s) covered exceed out or pocl<et 
operattonal expenses lor the s•x months last past 

••• • • • •• 
• 

• • • • • •• •• 
•••• • • •••• 

• • •••••• • 
•••• • •••• 
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3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from this date, this lease shall tennlnate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his credit In the===-==::--
-;:-:-,...., __ --,.--:-:-.--.-.,-.,...,-,;----~-:-- Bank, at PAY DIRECTLY TO OWNER OF THE SOIL • 
or its successors (which shall continue as the depository regardless of changes In the ownership of said land). the amount spec.fied below: In addi~on. 
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 defemng the commencement of a well for 
one ( 1) year from said date. Payments under this paragraph shaU be in the following amounts: 

To the owner of the soli:------------------------------
Dollars ($. _________ ..) 

To the State of Texas: !THIS IS A PAID UP LEASE! 

Dollars (S. _________ ..J 

Total Delay Rental:------------------------------- -
Dollars ($. _________ __, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successtve periods of one (1) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or stght draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date If the bank designated In this paragraph (or Its successor bank) should 
cease to exist, suspend business, llqutdate, fall or be succeeded by another bank, or for any reason fail or refuse to accept rental. Lessee shall not be 
held In default for failure to make such payments or tenders of rental unbl thtrty (30) days after the owner of the sotl 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 (112) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Ausbn, Texas. and one-half (112) of such royalty to the 
owner of the so~: 

(A) OIL. Royalty payable on oil, which Is defined as including all hydrocarbons produced in a liqUid fonn at the mouth of the well and also as 
all condensate, dtstl llate, and other liqutd hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided. 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the SOil or the Commissioner of the General 
Land Office, such value to be detennlned by 1) the highest posted pnce. 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 tS the greater. Lessee agrees that before 
any gas produced frOtm the leased premises is sold, used or processed in a plant, it wtll be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other eqUipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
wtll be recovered The requirement that such gas be run through a separator or other equtpment may be waived, in ...,Mg. by the royalty owners upon 
such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas Oncludlng flared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as otlln subparagraph (A) above, produced from any 1wll 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 114 part of the gross productJOn or the market value thereof, at the 
opuon of the owner of the sotl or the Commtssioner of the General Land Office, such value to be based on the htghest market pnce patd or offered for 
gas of comparable quality tn the general area where produced and when run, or the gross price patd or offered to the producer. whichever Is the greater; 
provided that the m8JCJmum pressure base In measuring the gas under thts lease shall not at any ttme exceed 14 65 pounds per square tnch 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 spoofic 
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 tesllng. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other llqutd 
hydrocarbons shall be 114 pan of the restdue gas and the liquid hydrocarbons extracted or the marl<et value thereof, at the option of the o...,er 
of the sod or the Commissioner of the General Land Office AI royalties due heretn shall be based on one hundred percent (100%) of the total plant 
productton of residue gas attnbutable to gas produced from thts lease, and on fifty percent (50%), or that percent accrwng to Lessee, whichever is the 
greater, of the to ta l plant production of liquid hydrocarbons attributable to lhe gas produced from this lease; provided that tf liquid hydrocarbons are 
recovered from gas processed in a plant In which Lessee (or its parent, subsidiary or affilia te) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a thtrd party processing gas through such plant under a processing 
agreement negotiated at ann's length (or if there Is no such third party, the highest percent then being specified tn processing agreements or contracts tn 
the indusbry), whtchever ts the greater The respective royalties on residue gas and on liquid hydrocarbons shan be detennmed 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 wetghted average gross selling pnce for the respective grades of liqutd hydrocarbons). wh1chever IS the greater In no event, however, shall 
the royalties payable under thts 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 fracllonallng, bummg or any other processmg shaU be 114 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the SOli or the Commtssioner of the General Land Office, 
such market value to be detenntned as follows: 1) on the basts of the htghest marl<et pnce of each product for the same month tn which such product ts 
produced, or 2) on the basts of the average gross sale pnce of each product for the same month tn whtch such products are produced; wtuchever ts the 
greater 

5. MINIMUM ROYAL TV. Dunng any year after the exptration of the pnmary tenn of thts lease, If this lease Is matntatned by production. the 
royallies patd under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwtse. there sh all be 
due and payable on or before the last day of the month succeedtng the anniversary date of thts lease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preceding year If Paragraph 3 of thts lease does not spedty a delay rental amount, then for the purposes of thts 
paragraph, the delay rental amount shall be one dollar (S1 00) per acre. 

6. ROYAL TV IN KIND. Notwlthstandtng any other provision In this lease, at any ume or from bme to ttme. the owner of the SOt! or the 
Commlsstoner of the General Land Office may, at the option of e1ther, upon not less than stxty (60) days nottce to the holder of the tease. require that the 
payment of any royallies accruing to such royally owner under this lease be made In kind. The owner of the soil's or the Commtssioner of the General 
Land Office's nght to take its royalty tn ktnd shall not dtminlsh or negate the owner of the sotl's or the Commtsstoner of the General Land Office's nghts 
or Lessee's obligations, whether express or implied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accrutng under thts lease (tndudmg those patd tn ktnd) shall be wtthout deductiOn for 
the cost of produc.ng, gathenng, stonng. separattng, tteaung, dehydraung, compresstng, processmg, transpontng, and otherwtse maktng the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalttes on the gross value received, tncludtng 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 thts lease's proporttonate share of any fuel 
used to process gas produced hereunder tn any processtng plant Notwlthstandtng any other proviston of thts lease, and subJeCt to Ute wnuen consent of 
the owner of the sod and the Commtssloner of the General Land OffiCe, Lessee may recyde gas for gas ldt purposes on the leased premtses or for 
inject1on tnto any oll or gas produc.ng fonna~on unde~yong the leased premtses after the liqutd hydrocarbons contatned tn the gas have been removed, 
no royalties shall be payable on the recycled gas until 1t Is produced and sold or used by Lessee tn a manner whoch enulles the royalty owners to a 
royalty under this lease 

9. ROYAL TV PAYMENTS AND REPORTS. All royalties not taken In kind shall be patd to the Commtsstoner of the General Land Office at 
Austtn, Texas, tn the followtng manner 

Payment of royalty on productton of oil and gas shall be as pro111ded tn the rules set forth tn the Texas Regtster Rules currently proVIde that royalty on 011 

••• • • • •• 
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is due and must be received In the General Land Office on or before the 5th day of the second month succeed1ng the month of proouctJon, and royally 
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 producoon. 
accompanied by the affidavit of the owner. manager or other authorized agent, completed tn the fonm and manner prescnbed by the General Land Office 
and showmg the gross amount and dlsposllion of all oil and gas produced and the mar1<el value of the oil and gas. together wtth a copy of all documents. 
records or reports confinming the gross productton, disposttion and mar1<et value lnclud1ng gas meter read1ngs, pipeline receipts. gas line recelpiS and 
other checks or memoranda of amount produced and putlnto pipelines, tanks, or pools and gas lines or gas storage. and any other reports or records 
which lhe General Land Office may reqwe to verify the gross production. disposition and mar1<et 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 royally payment shall be accompanied by a check stub, schedule. summary 
or other remittance advice showing by the assigned General Land Offtce lease number lhe amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royally payment was due, then Lessee owes a penalty of 5% on the royally or $25.00, whichever Is 
greater A royally payment wh1ch Is over lhlrty (30) days late shall accrue a penally of 10% of lhe royalty due or $25 00 whichever is greater In add1t1on 
to a penally, royaloes shall accrue Interest at a rate of 12% per year. such Interest wtll begtn to accrue when the royalty is sixty (60) days overdue. 
Aftidavtts and supporting documents which are not filed when due shall incur a penally 1n an amount set by the General Land Office admontstrative rule 
whtch is effecOve on the date when the affidavtts or supporting documents were due. The Lessee shall bear al respons1b1lrty for paytng or causlng 
royalties to be paid as prescribed by the due date provided herein. Payment of lhe delinquency penalty shall In no way operate to prohtbtl the State's 
right of forfellure as provided by law nor act to postpone the dale on which royalties were originally due. The abOve penally provisions shall not apply in 
cases of UUe dispute as to lhe State's portion of the royally or to !hat portion of the royalty In dispute as to fair mar1<et 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 011 and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner wtlh 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 authonzed by Lessee. All other contracts and records pertaining to the production . 
transportation, sale and mar1<etlng of the oil and gas produced on said premises, lnduding the books and accounts. receipts and discharges of all wells. 
tanks, pools, meters. and pipelines shall at all limes be subject to Inspection and examination by !he Commissioner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of them . 

(B) PERMITS, DRILLING RECORDS. Wnuen notice of all operations on this lease shall be submined to the CommisSioner of the General 
Land Office by Lessee or operator five (5) days before spud date. wor1<over. re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall indude copies of Railroad Commisslon fonms for appllcalton to dnll Coptes of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at !he time they are filed with the Texas Railroad Commisslon All 
applications. penmits, reports or other filings that reference th1s lease or any speCific well on the leased premises and that are submined to the Texas 
Railroad Commission or any other governmental agency shall include the word "State• In lhe tiUe. Add111onally. In accordance with Ratlroad Commission 
rules. any slgnage on the leased prem1ses for the purpose of ldenbfylng wells. tank ballenes or other assOCiated Improvements to the land must also 
include the word ·state: Lessee shall supply the General Land Office wtth any records, memoranda, accounts. reports. cutbngs and cores. or other 
information relative to the operation of the above-descnbed prem1ses, v.tllch may be requested by the General Land Offtce, 1n add1tion to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactJvtty survey made on the bOre-hole secoon. from the base of the surface caSing to 
the total depth of well. of all wells dnlled on the abOve descnbed prem1ses and shall transmn a true copy of lhe log of each survey on each well to the 
General Land Office within fifteen (15) days after the mak1ng of said survey 

(C) PENAL TlES. Lessee shalltncur a penally whenever reports, documents or other matenals are not filed tn the General Land Office when 
due. The penally ror late filing shall be set by the General Land Office administrattve rule wh1ch is effective on lhe date when lhe materials were due In 
lhe General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary tenm hereof and prior to discovery and 
production of oil or gas on satd land. Lessee should dnll a dry hole or holes !hereon, or if during the primary tenm hereof and after lhe discovery and 
actual pr0<1uctlon of 011 or gas from the leased premises such production thereof should cease from any cause. th1s lease shall nottenm1nate if on or 
before the exptration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences addibonal dnlllng or 
rewor1<ing operations thereon. or pays or tenders the next annual delay rental in the same manner as provided In this lease. If. dunng the last year of the 
pnmary tenm or within sixty (60) days pnor !hereto, 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 untll the exptration of the pnmary tenm: and tf Lessee has not resumed 
production In paying quantities at the expiration of the primary tenm, Lessee may maintain this lease by conducting addtlional drilling or rewor1<ing 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the abOve described land be completed as a shut-in oil or gas well wtlhin the primary tenm 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 complehon of such shut-In 011 or gas well and upon the failure to make such payment. this lease shall ipso facto terminate. If at the 
expiration of the pnmary tenm or any ume thereafter a shut-in oil or gas well Is located on the leased premises, payments may be made in accordance 
wi th the shut-In provistons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term, neither oil nor gas Is betng 
produced on satd land. but Lessee Is then engaged In dnlling or rewor1<tng operat1ons thereon. thts lease shall rematn tn force so long as operattons on 
said well or for drilling or reworl<ing of any additional wells are prosecuted In good fatlh and in wor1<mantike manner wtlhout interrupttons totaling more 
than sixty (60) days dunng any one such operatton. and tf they result 1n the production of 011 and/or gas. so long !hereafter as oil and/or gas Is produced 
In paytng quanttlles from said land. or payment of shut-In oil or gas well royalties or compensatory royalttes is made as provtded 1n th1s lease 

13. CESSATION, DRILLING, AND REWORKING. If. after the exptrauon of the pnmary term. producbon of 011 or gas from the leased 
prem1ses, after once obtatned, should cease from any cause, th1s lease shall not tenmtnate d Lessee commences add1bonal dnlltng or reworking 
operations Wllhtn Sixty (60) days after such cessallon, and thts lease shall remain 1n full fon:e and effect for so long as such operations con11nue tn good 
ratlh and tn wor1<manltke manner wtthout tnterrupttOns totaling more than Stxty (60) days. If such dnlltng or rewor1<1ng operations result tn the producoon 
of 011 or gas. the lease shall rematn in full force and effect for so long as 011 or gas Is produced from the leased premtses tn paytng quanlloes or payment 
of shut-tn 011 or gas well royalties or payment of compensatory royaloes Is made as provtded heretn or as provtded by law. If tne onlling or reworktng 
operations result In the completion or a well as a dry hole, the lease wtll not tenminate tf the Lessee commences addtOonaJ dnlling or rewor1<tng 
operahons Within Stxty (60) days after the compleoon of the well as a dry hole. and th1s lease shall remain 1n effect so long as Lessee conhnues dnlling or 
rewor1<1ng operations in good fatth and in a wor1<manhke manner Without tnterrupi!Ons totaling more than SIXty (60) days Lessee shall gtve wnuen not1ce 
to the General Land Office wtlhin thtrty (30) days of any cessatton or production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well that has been assigned a well number by the state agency 
havtng jurisdiction over the productton of oil and gas. If. at any time after the expirahon of the pnmary lenm or a lease that. unttl being shuttn, was be1ng 
maintatned In force and effect. a well capable of producmg 011 or gas In paying quanttlies 1s located on lhe leased premtses, but otl or gas 1S not being 
produced for lack or suitable production facihlles or lack of a suitable mar1<et, 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 011 or gas tn paytng quanultes If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of lhts paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective. each lnittal shut-In oil or gas royalty must be paid on or before. (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlilng or rewor1<tng operation in accordance 
with the lease provistons: whtchever date Is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-In 011 or gas royally ts paid, the lease shall be constdered to be a productng lease and the payment shall 
extend the tenm ot the lease for a penod of one year from the end of the primary tenm. or from the first day of the monlh follovnng the month tn wh1ch 
productton ceased. and, after that. if no suttable productton facthlles or suitable mar1<et for the 011 or gas eXIsts. Lessee may extend the lease for four 
more successive periods of one ( 1) year by paytng the same amount each year on or before the exptralion of each shut-In year 

15. COMPENSATORY ROYAL TIES. If. during the penod the lease tS kepttn effect by payment of the shut-tn otl or gas royally, otl or gas ts 
sold and delivered tn paytng quanuoes from a well located Within one thousand (1.000) feet of the leased premtses and completed In the same produCing 
reservotr, or in any case tn whtch dratnage Is occumng. the nght to conunue to matntatn the lease by paytng the shut-In otl or gas royally shall cease but 
the lease shall rematn effecuve for lhe rematnder of the year for whtch the royalty has been patd The Lessee may mainlatn the lease for four more 
successtve years by Lessee pay1ng compensatory royally at the royally rate provtded tn the lease of the mar1<et value of productJon from the well caustng 
lhe dratnage or wihlch 1s completed tn the same producmg reservotr and vnlhtn one thousand (1,000) feet of the )f!ased premtses. The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Comm1sstoner of the General Land Office and one-half (1/2) to the ovo<1er of the sot!, begonntng on or 
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before the last day of the month following the month In which the col or gas is produced from the well causing the drainage or that is completed on the 
same producing reservoir and located wolhon one thousand ( 1,000) feet or the leased premises. If the compensatory royalty paod on any 12-month penod 
Is an amount less than the annual shut-in ell or gas royalty, Lessee shall pay an amount equal to the difference wothin thirty (30) days from the end of the 
12-monlh period. Compensatory royalty payments which are not timely paid will accrue penalty and interest In accordance woth Paragraph 9 of this 
lease. None or 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 woth the Commissioner's woiuen approval. the payment 
of compensatory royallies can salisfy the obllgalion to drill offset wells. 

16. RETAINED ACREAGE. Notwothstandong any provision of this lease to the contrary, after a well producing or capable of producmg oil or 
gas has been completed on the leased premises, Lessee shall exercise the dollgence or a reasonably prudent operator in dnlllng such addotional well or 
wells as may be reasonably necessary for the proper development of the leased premses and In marl<ellng the producuon thereon 

(A) VERTICAL. In the eventthos lease Is on force and effect two (2) years after the exporation 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 payong quanbties and 320 acres 
surrounding each gas well capable or producong In payong 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 conlinuous drilling or reworl<ing operations, or (2) the number of acres Included In a producong pooled unit 
pursuant to Texas Natural Resources Code 52.151-52. 154, or (3) such greater or lesser number of acres as may than be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Raolroad Commossion of Texas, or any successor 
agency, or other governmental authority having jurisdlclion. If at any time after the effective date or the partial terminalion provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassofied 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 or this lease as to a portion of the lands covered hereby, Lessee shall nevertheless contonue to have the right or ingress 
to and egress from the lands stm subject to this lease for all purposes descnbed In Paragraph 1 hereof, together YAth easements and rights-of-way for 
existing roads, existing pipelines and other existing racolotles on, over and across all the lands descoribed on Paragraph 1 hereof rthe retaoned lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease Is In force and effect two (2) years after the expiration data or the pnmary 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 pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be In force and effect as to 
such deeper depths, and said termonation shall be delayed for an additional penod of two (2) years and so long thereafter as ell or gas is produced on 
paying quantities from such deeper depths covered by this lease . 

(C) IDENTIFICATION AND FILING. The surface acreage retaoned hereunder as to each well shall , as nearly as praclical, be in the form or a 
square woth the well located in the center thereof, or such other shape as may be approved by the Commossioner of the General Land Otfoce. Withon 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases contaoning a satosfactory 
legal descoription 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 prescoribed 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 wothln ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counties where the lease Is located and In the otfocoal records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neother the bonus, delay rentals. nor royalties paid, or to be pa!d, under thos lease shall relieve Lessee of his oblogallon 
to protect the ool and gas under the above-descoribed land from beong drained. Lessee, sublessee, receover or other agent In conltol of the leased 
premoses shall dnll as many wells as the facts may justofy and shall use appropriate means and dnll to a depth necessary to prevent undue draonage or 
oil and gas from the leased premises. In addotion, of ool and/or gas should be produced In commercial quantities within 1.000 feet of the leased premoses, 
or In any case where the leased premoses is beong drained by production or ool or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the dnlllng or 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 woth diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and woth his wnuen approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complyong woth any express or Implied covenant of this lease, 
from conductong dnlllng operations on the leased premoses. or from produang ool or gas from the leased premoses by reason of war, rebellion. nots. 
stnkes. acts or God, or any valid order, rule or regulation of govemment authority, then whHe so prevented, Lessee's obligation to comply woth such 
covenant shall be suspended and Lessee shall not be liable for damages for faolure to comply with such covenants: addotionally, thos lease shall be 
extended while Lessee is prevented, by any such cause. from conductong dnlling and reworking operations or from producong 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 dunng the pnmary term 
In the absence of such drilling or reworl<ing operations or production of oil or gas. 

19. WA RRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premoses If the O\Mler of the soil defaulls 
in payments owed on the leased premises. then Lessee may redeem the nghts of the owoner or the sool on the leased premises by pay1ng any mortgage, 
taxes or other Joens on the leased premises. If Lessee makes payments on behalf of the owner of the soot under thos paragraph, Lessee may recover the 
cost or these payments from the rental and royalloes due the OYAner or the so11 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the OIMler of the soil owns less than the entire undiVIded surface estate on the above 
described land. whether or not Lessee's onterest Is specofied hereon, then the royalties and rental hereon proVIded to be paod to the owner of the soot shall 
bo paid to him In the proportion which hos Interest bears to the enure undoVIded surface estate and the royalties and rental herein provided to be paod to 
the Commossioner 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 explaons the discrepancy between the Interest purportedly leased under this lease and the actualonterest 
owoned by the owner of the soot. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undovided 
Interest not covered by a lease, less the proportoonale development and production cost allocable to such undoVIded onterest However. on no event shall 
the Commissioner of the General Land Otfoce receove as a royalty on the gross production allocable to the undoVIded onterest not leased an amount less 
than the value of one-siXteenth (1116) of such gross productoon 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portoon of the land covered by thos lease is oncluded v~thon the boundanes 
of a pooled unu that has been approved by the School Land Board and the owoner of the soil on accordance woth Natural Resources Code Sections 
52 151-52 154. or if. at any tome after the expirauon of the pnmary term or the extended term. thos lease covers a lesser number of acres than the total 
amount descnbed hereon, payments that are made on a per acre basis hereunder shall be reduced according to the number or acres pooled, released, 
surrendered. or other'Mse severed. so that payments determoned on a per acre basis under the terms of thos lease dunng the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unot. or. If after the expiration or the primary term. the number of acres 
actually retaoned and covered by this lease. 

21. USE OF WATER. Lessee shall have the nght to use water produced on saod land necessary for operations under thos lease except water 
from v.1!lls or tanks of the owner of the soot: proVIded, however, Lessee shall not use potable water or water suotable for love stOCk or omgauon purposes 
for waterfiood operations 1·~thout the pnor consent of the owner of the soot. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner or the soot for damages caused by ots operatoons to all personal property. 
improvements, livestOCk and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner or the sooJ. Lessee shall bury ots pipelines below plow depth 

24. W ELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on saod premoses Wlthouo 
the wntlen consent of the owner of the soot 
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25. POLLUnON. In developing tt11s area. Lessee shall use the highest degree or care and aU proper safeguards to prevent pollullon. Without 
hmotlng the foregoing, pollution or coastal wetlands, natural waterways, nvers and Impounded water shall be prevented by the use of contaonment 
faahtles sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at ots disposal to 
racapture all escaped hydrocarbons or other pollutant and shall be responSible for all damage to public and pnvate properties Lessee shall buold and 
maontaln fences around its slush, sump, and draonage pits and tank batteries so as to protect livestock agaonst loss, damage or ln,ury: and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pots and cellars and completely dean up the dnllong sote of all rubbosh 
thereon. Lessee shaD, while conducting operatoons on the leased premises, keep said premises free of all rubbosh, cans, bottles, paper cups or garbaga, 
and upon completion of operallons shall restore the surface or the land to as near Its origonal condotlon and contours as is pracllcable Tanks and 
equipment wtll be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to hmitattonsln thos paragraph, Lessee shall have the nght to remove machinery and fiXtures placed 
by Lessee on the leased premises, indudong the r1ght to draw and remove caSing, wtthon one hundred twenty (120) days after the expiration or the 
termlnatoon of this lease unless the owner of the sOil grants Lessee an extensiOn of lhos 120-day penod. However, lessee may not remove caSing from 
any well capable or produong od and gas on p&ylng quantities AddoliOnatly, Lessee may not draw and remove caSIOg until after tluny (30) days wntten 
notoce to the Cornmossloner of the General land Office and to the owner of the sool The owner of the sod shal become the owner or any machinery, 
fixtures, or casong whoch are not umely removed by Lessee under the tenns of this paragraph 

27. (A) ASSIGNMENTS. Under the condot ions contained In this paragraph and Paragraph 29 of this lease, the nghts and estates or eother 
party to this lease may be assigned, In whole or In pan, 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 dllllsion In ownershop of the land, rentals, or royaltoes wtll not enlarge the obligations of 
Lessee, dominlsh the rights, pnvlieges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or lmpaor the effecllveness of any 
act performed by Lessee. And no change or dovisoon In ownershop or the land, rentals, or royalties shall bond Lessee for any purpose until thony (30) days 
after the owner of the SOli (or hiS heors. devisees, legal representauves or assigns) furnishes the Lessee wtth sausfactory wnnen ellldence of the change 
on ownershop, oncluding the origonal recorded munoments of toUe (or a cerufled copy of such ongonal) when the ownership chaonged bacause or a 
conveyance A total or partial assignment or thos lease shaD, to the extent of the Interest assogned, rehew and discharge Lessee of all subsequent 
obligations under thos lease If this lease Is assigned in Its entirety as to only pan or the acreage, the nght and option to pay rentals shall be apporuoned 
as be~en the several owners ratably, according to the area of each, and faolure by one or more of them to pay his share of the rental shall not affect 
this lease on the pan of the land upon which pro rata rentals are tomely paid or tendered, however, ~ the assignor or asSignee does not file a cerufled 
copy of such asSigrvnent on the General Land Office before the next rental p&y~ng date, the enbre lease shall terminate for ladure to pay the entore rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all obllgauons, ~abolrlles, and penalties owed to the State by the 
origonallessee or any prior assignee of the lease, ondudlng any llabohties to the State for unpaid royalties 

(B) ASSIGNMENT LIMIT AnON. Notwithstanding any pro111slon In Paragraph 27(a), If the owner of the soil acquores this lease In whole or In 
part by assignment without the prior wntten approval or the Commissioner or the General Land Olfoce, this lease Is vood as of the hme of assognment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment wtll be treated as if It were made to the owner of the sool of the 
assignee is 

(1) a nornonee of the owner of the SOli; 
(2) a corporabon or subSidoary on whiCh the owner of the SOil is a pnnopal stockholder or Is an employee of such a corporation or subSidiary 
(3) a pannershlp on whiCh the owner of the SOli Is a partner or Is an employee of such a partnership: 
(4) a pnnopal stockholder or employee of the corporation which is the owner of the sod, 
(5) a panner or employee In a partnershop whiCh is the owner of the SOil, 
(6) a fiduciary for the owner or the soot: lncludong but not hmoted to a guardian, trustee, executor, adminiStrator, receover, or conserwtor for the 
owner or the so~: or 
(7) a famoly member of the owner of the soli or related to the owner of the soli by mamage, blood, or adoptoon. 

28. RELEASES. Under the condohons contaoned In this paragraph and Paragraph 29. Lessee may at any ume execute and dehver to tha 
owner of the sod and place of record a release or releases covenng any ponlon or portions of the leased premoses, and thereby surrender thos lease as 
to such portion or ponoons. and be relieved of all subsequent oblogabons as to acreage surrendered If any pan of this lease Is properly surrendered, the 
delay rental due under thos lease shall be reduced by the proportion that the surrendered acreage bears to the acreage whoch was covered by thiS lease 
lmmedoately prior to such surrender, however, such release wtll not relieve Lessee of any habohtles whoch may have accrued under thos lease pnor to the 
surrender or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease Is asSigned or released, such assognment or release must be 
recorded In the county where the land os Situated, and the recorded onstrument, or a copy of the recorded onstrument certofled by the County Clerk of the 
county in which the instrument os recorded. must be filed on the General Land Office wnhon 90 days of the last execuuon date accompanied by the 
prescnbed filing fee If any such asSignment os not so filed, the rights acquired under this lease shall be subject to forfeoture at the optoon of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been Included In this Instrument, 
Including the statement of the true consideration to be paid for the execution of this lease and the nghts and duties or the parties Any conateral 
agreements concemong the development of oil and gas from the leased premises which are not contaoned in thos lease render this lease onvahd 

31. FIDUCIARY DUTY. The owner of the SOil owes the State a fidooary duty and must fully dosclose any facts affecung the States onterest on 
the leased premoses. When the onterests of the owner of the sod confloct woth those of the State, the owner of the sod os obigated to put the State·s 
onterests before his personalonterests 

32. FORFEITURE. If Lessee shall faol or refuse to make the payment of any sum wtthon thirty days alter ot becomes due. or d Lessee or an 
authonzed agent should knowmgly make any false return or false report concemong productoon or dnlllng, or of Lessee shall fall or refuse to dnll any 
offset well or wells in good faoth as requored by law and the rules and regulations adopted by the Commossioner of the General Land Office, or of Lessee 
should faol to file reports on lhe manner required by law or ra11 to comply wtth rules and regulatoons promulgated by the General Land Office, the School 
Land Board. or the Raolroad Cornrn.sslon, or of Lessee should refuse the proper authonty access to the records pertatnong to operauons. or of Lessee or 
an authonzed agent should knowtngly fall or refuse to gove correct onformat10n to the proper authonty, or knowongly faol or refuse to fumosh the General 
Land Office a correct log of any well, or of Lessee shall knO\••ngly voolate any of the matenal pro111S10ns of thos lease or of thiS lease os assigned and the 
assignment Is not filed In the General Land Office as required by law, the nghts acquored under thos lease shall be subject to lorfeolure by the 
Commissioner, and he shan forfeit same when suffiaently onformed of the facts whoch authonze a forfeoture, and when forfeoted the area shall agaon be 
subject to lease under the tenns of the Rehnquoshment Act However, nothong herem shall be construed as wao111ng the automatic termnatiOn of thos 
lease by operation of law or by reason of any spec~al limotauon ansong hereunder Forfeotures may be set asode and thos lease and all nghts thereunder 
reonstated before the rights or another ontervene upon sausfactory ellldence to the Commoss10ner of the General land Office of future compltance With 
the pro111S10ns of the law and of thos lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance v•th Texas Natural Resources Code 52 t 36. the State shall have a first hen upon all ool 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 thos lease By acceptance of 
this lease, Lessee grants the Slate. In addition to the hen pro111ded by Texas Natural Resources Code 52 t36 and any other applicable statutory hen, an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premoses, all proceeds whoch may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a thord party. and all fixtures on and lfllprovements to the 
leased premoses used 1n connectiOn wtth the producuon or procesSing of such leased monerals on 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 condobon of thos lease whether express or mploed This ~en and secunty onterest may be foreclosed With or y,thout court proceedongs on 
the manner prolllded m the Title t , Chap. 9 of the Texas BuSiness and Commerce Code Lessee agrees that the Commrssooner may requore Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect thos hen. Lessee hereby represents that there 
ere no pnor or supenor liens an song from and relaung to Lessee's acbl/llles upon the above-descnbed propeny or from Lessees acquosnoon of thos lease 
Should the Commissooner at any ume determine that thos representation Is not true. then the CommosSIOner may declare this lease forfeited as proo.lded 
herein 

34. POOLING. Lessee os hereby granted the nght to pool or unollze the royalty onterest of the owner of the so•l under thos lease v•th any other 
leasehold or monerallnterest for the exploratoon. development and productoon of ool or gas or eother of them upon tha same terms as shall be approved 
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by the School Land Board and !he Commoss.oner or the General Land Office for !he pooling or unobzJng of the onterest of the State under thos lease 
pursuant to Texas Natural Resoun;es Code 52 151-52 154 The owner of the soot agrees that !he indusoon of thos proVISIOn on lhos lease sausfies !he 
execubon requorements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and doscharges !he State of Texas and the owner of the soot. lheor offocers. employees, paMers, 
agents, contractors, subcontractors, guests. InVItees, and their respecuw successors end assogns, or and from all and any actiOns and causes or acuon 
or every natura, or other harm, lndudong enviroM1ental harm, for which recovery or damages os sought, lndudong, but not hmoted to. all losses and 
expenses which are caused by the actiVIbes or Lessee. Its offocers, employees, and agents ansong out of, lncodental to, or resulung from, the operations 
of or for Lessee on the leased premoses hereunder, or that mey arise out or or be occasooned by Lessee's breach or any of the terms or provisions or this 
Agreement, or by any other negligent or stnctly hable act or omission of Lessee Funher. Lessee hereby agrees to be liable for, exonerate, ondemnofy, 
defend and hold harmless !he State of Texas and the owner of the soot, theor offocers, employees and agents, lheor successors or ass~gns , agatnst any 
and au ctaoms, llaboloties, tosses, damages, acbons, personal InJUry (ondudong dealh). costs and expenses, or other harm for which recovery of damages 
is sought, under any theory indudong ton, contract. or stnct loaboloty, lnctudong attorneys' fees and other legal expenses, onduding those related to 
enwonmental hazards, on the leased premoses or In any way related to Lessee's ra~ure to comply Wllh any and an enwonmentallaws, those ansong 
from or on any way related to Lessee's operatiOns or any olher of Lessee's acbVIUes on the leased premoses, those arisong from Lessee's use of the 
surface or the leased premises: and those that may arise out of or be occasooned by Lessee's breach of any or the terms or proVISions of thos Agreement 
or any olher aCI or omission of Lessee, us doreCiors, officers, employees. paMers, agents, contractors, subcontraCiors, guests. InVItees, and theor 
respectove successors and assigns. Each assignee of this Agreement, or an Interest thereon. agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State or Texas and the owner or the soil , their offocers. employees. and agents on the same manner proVIded above In connection With 
the activities of Lessee, Its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR 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 or care and all reasonable safeguards to praVI8nt contamonauon or 
pollutoon of any enwonrnental medoum. lncludong soil, surface waters, groundwater, sedoments, and surface or subsurface strata ambient aor or any 
other enwonmental medium in, on, or under, !he leased premoses. by any waste, pollutan~ or contamonant Lessee shall root bnng or perm•t to remaon on 
the leased premises any asbestos contaonong matenals, exploSMis, toldc matenals, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term 'Hazardous Substance• os defined In the Comprehensow Enviroromental Response, Compensatlon and Uabohty Ad 
(CERCLA), 42 U.S.C. Secuons 9601, et seq.), or tOlCIC substances under any federal, state, or local law or regulation ("Hazardous Matenals1. except 
ordonary prodUCis commonly used in connection w1th od and gas explorauon and development operaaons and stored on the usual manner and quantoues 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE 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 LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions or Texas Natural Resources Code 52.171 through 52 tOO, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto. and ~any provision In this lease does not conform to these 
statutes. the statutes Will prevail over any nonconforming lease provisions 

38. EXECUTION. Thts oil and gas lease must be sogned and acl<nowledged by the Lessee before It Is flied or record tn the county records and 
on the General Land Offoce of the State of Texas. Once the Rong requorements found In Paragraph 39 of llus lease have been satosfled, !he effecuve date 
of thos lease shal be !he dale found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busoness and Commerce Code thos lease must be filed of record on the office or the 
County Cler1< on any county m whoch all or any pan of the leased prerrnses is located, and certified c:opoes thereof must be foled m the General Land 
Office This lease Is not effectow until a cerufied copy of this lease (whoch Is made and certJfied by the County Cter1< from hos records) os filed on the 
General Land Office on accordance With Texas Natural Resources Code 52 183 Addouonally. thos lease shall not be bonding upon !he State unless n 
recotes the aCiual and true consideration paid or promosed for execution of thiS tease The bonus due the State and the prescnbed filing lee shall 
accompany such cenofied copy to !he General Land Office 
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IN WITNESS WHEREOF. this instrument is executed on the date firs t above written. 

STATE OF TEXAS 

SELF CHILDREN'S MANAGEMENT TRUST 
By· Bank of America. NA . Trustee 

tt~l<l ~.., 
BY LARf{JN FARRIS 
As Senior Vice President of Bank of Amenca. NA 
and as Agent for the State ofTexas 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPORATION ACKNOWLEDGMENT) 

. _______ day of. ________ .2014 

Notary Public in and for the State of Texas 

STATE OF TEXAS (ACKNOWLEDGMENT) 

COUNTY OF ,..A-{I..(i_(HJ"( 

BEFORE ME. the undersigned authonty. on thos day personally appeared Larry w. Fams known to me to be the person whose name IS 

subscrobed to the foregoing Instrument as Senior Vice Pres1dent of Bank of Amenca, N A . Trustee of SELF CHILDREN'S MANAGEMENT TRUST and 

acknowledged to me that he executed the same for the purposes and consideration therein expressed. In the capaCity stated. and as the act and deed of 

saod trust. 

G1ven under my hand and seal of office thos the. __ ..:/-=~:_d ___ , 

JUDY S~I~B 
Notary Public 

fiT ATE or- TEXAS 
My Comm. Exp. 08-28-1 4 
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IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

STAlE OF IEXAS 

STATE OF TEXAS 

COUI'lTY OF HARRIS 

Y. Stephen L. Mahanay 

TITLE: Attorney-in-Fact 

Date: 1/z 'f// tf 

(CORPORATlON ACKNOWLEDGWENT) 

BEFORE ME. the undersigned authority, on 111., day personally appeared Stephen l. Mahanay 
--~--------~-----------------

known to me to be the p~rson ...tlose name is su!lsetibed to the foregoing instn.rn~nts as cAl1"'o"'mey'-""<=-lwn::.-F_,a.,.g,_ _____________ _ 

ot BHP B•fltton petroleum Properties (G!>l LLC oetJe[Ji canner of BHP BILUION PETROLEUM PROfERDES INA! LP a T~ms lot!l!led pannerstro 

and aclulowladgll<l to me !hat he executed the same lor the purpose• and COIIsiderallon theretn e><pressad,ln the eapacfty SUited, end as the ac:l and 

deed of said lrnrted partnership. 

Given under my hand and seal of office this the,_ ... :!::;:_fi~,.t/r""-' __ day of • /,/4 V ,2014. 
- ~ 0 , I . 

~~# ~4JaL~) 
$-'~~.~~t,;~.. LYNN LATIOLAIS 
f':~ .... ~ Notary Public, State of Texas 
::.i; .. ~.:~ff My Commission Ex pires 
~,::,t,~.:~~~,., October 10,2017 

~I AI EOF IEXAS 

COUNTY OF -(A-,Q_((_(\ tJ "f 

No~ and for the Slate of Texas 

(ACKNOWLEDGMENT) 

BEFORE ME. the undersogned au\honty, on this day personally appeared Larry W. Farris kllO'Ml lo ~person wllose name Is 

subscribed to the foregoing instn.ment as Se01or \1\ce President of Bank of Ameroca. N A.. Trusiee or SEL~EN'S MANAGEMENT TRUST and 

acknowledood to mo that he exeOJted the same for the purposes and consldoroUon thoroln express ;1ll"'ihe c:epecrty atatod, and as tho ac:l end deed of 

said trust. 

My Comm. Exp. 08-28-14 
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EXHIBIT "A" 

Attached to and made a part of that certain Oil & Gas Lease dated June 11 , 2014 by and between the SELF 
CHILDREN'S MANAGEMENT TRUST, as Owner of The Soli and Agent for the State of Texas and BHP BILLITON 
PETROLEUM PROPERTIES (N.A.), LP as Lessee. 

1. Il ls understood and agreed that Lessee, its successor or assigns, shall pay Lessor 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 Lessor and/or Surface Lessee located on the Leasehold 
Estate, 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 dnlling at each well 
location, the abandonment of said lease or surrender thereof, Lessee, its successor or assigns. shall promptly 
remove any liner material, level all drilling pits and other excavations and shall pay for and repair any and all 
damage to buildings, fences, roads, culverts, turf, water wells and/or other Improvements and shall restore the 
same to their original condition within 90 days after the cessation of drilling activity. No drilling mud shall be 
spread on surface lands of Lessor wllhout the express written consent of Lessor. Extreme care must be taken 
to reduce the risk of introducing any exotic invasive species of vegetation that are not already present on the 
Leasehold Estate . 

2. Lessee's right to use water from the Leasehold Estate shall not include the right to use fresh water from any 
fresh water sands or strata underlying the Leasehold Estate for any secondary recovery operations that may 
be conducted on the Leasehold Estate. Lessee shall have the right to use fresh water from wells or surface 
impoundment's only with the expressed written permission of the Lessor and after negotiations for payment 
for use of water are completed . 

3. 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 Leasehold Estate 
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 shall 
by mutually agreed upon between Lessor and Lessee before the commencement of any road construction. 
Lessee agrees to maintain all roads used by Lessee on the Leasehold Estate in good condition and repair 
during the period of Lessee's operations on the Leasehold Estate. The surface estate owner(s) shall have the 
right to use all roads on the Leasehold Estate, whether or not constructed and maintained by Lessee or its 
des1gnee. 

4. 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 Leasehold Estate or fishing on the Leasehold Estate , unless 
otherwise agreed to in writing with the 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 Leasehold Estate, and that any one so doing 
shall be trespassers and subject to prosecution as such. 

5. Prior to erecting or relocating any storage tank(s). pipeline compressor station(s) or other usual facilities 
required by Lessee for producing oil and gas and operating this lease. Lessee shall advise Surface Estate 
Owner(s) of Lessee's intention to do so in writing. Lessee's written notice must adv1se Surface Estate 
Owner(s) of the proposed location of the facility at least 30 days prior to the onset of construction in order to 
provide Surface Estate Owner(s) with the opportunity to withold its consent and to negotiate a change in the 
proposed location .. 

6. Lessee, prior to the construction of any new road or the cutting, altering and removal of any existing fence on 
the Leasehold Estate, or the cutting or removal of any tree on the Leasehold Estate, shall notify Surface 
Estate Owner(s) of such intention If Surface Estate Owner(s) can provide valid, reasonable rationale for 
retaining specific trees or habitat 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 
lessor. Brush and trees may be buried or burned on the property only with written permission from owner or 
his representative. 

7. Lessee agrees to protect. defend, indemnify and hold harmless the Lessor and the Surface Estate Owner(s) 
of the Leasehold Estate, and their respective agent. employees and tenants. from and against all liabilities. 
losses, expenses, claims. demands, and causes of action of every kind and character. whether for death or 
personal injury to persons (including agents and employees of Lessee and Lessee's subcontractors) for loss 
or damage to property, in any way and at any time arismg out of, incident to, or 1n connechon w1th this Lease. 
operations conducted on the Leasehold Estate. or breach of the terms hereof, regardless of whether any such 
liability, loss. expenses. claim. demand or cause of action is based on the sole or concurrent negligence of 
any party Indemnified hereunder. 

8. Each location constructed by Lessee on Leasehold Estate 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. Lessee shall take all reasonable precautions 
necessary to prevent land, air and water pollution, includmg pollution to all underground fresh water zones. 
All locahons constructed by Lessee on the Leasehold Estate must be fenced per the standard outlined 1n the 
Surface Use Agreement unless otherwise agreed upon in writmg. All tank battenes must be surrounded by 
spill prevention berms that can accommodate at least 1 Y. times the volume of the tanks. Load hne 
conta1nment systems must be Installed and property mamtamed on all tanks to prevent environmental 
contamination when connecting and d1sconnechng from trucks. Stuffing box containment systems need to be 
installed and properly maintained on all pumpjacks to prevent environmental damage resulting from seal 
failures. Lessee shall collect all trash wh1ch accumulates in connection with his operations and remove such 
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trash from the Leasehold Estate. Lessee shall take all reasonable precautions to prevent blowouts from 
occurring on the Leasehold Estate. 

9. 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 its original condition as nearly as 
possible within ninety (90) days after the completion of exploration operations. On each dnll s1te 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 s1te to its ongmal cond1t1on as 
nearly as possible. Reclamation of abandoned s1tes must include revegetation with native grass and forb 
species that have historically been found in the region. All reclamation plans including s1te preparation and 
the revegetation seed mix must be pre-approved in writing by the Surface Estate Owner(s) prior to the 
initiation of any reclamation activities. 

10. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through 
fences on the Leasehold Estate, and Lessee shall keep such gates locked when not actually passing through 
such gates . 

11 . Upon termination of Lessee's operations on the Leasehold Estate, Lessee shall restore the surface of all 
lands utilized by Lessee, and not theretofore restored, to their original condition as nearly as possible. Within 
three (3) months after the termination of this Lease, Lessee shall remove any and all property placed by 
Lessee on the Leasehold Estate or Lessor and Surface Estate Owner sha ll cause same to be removed at 
Lessee's expense . 

12. Lessee shall comply with all Federal and State regulations . 

13. Lessee agrees to pay for damages resulting from any operations after initial construction/dnlilng is completed. 
Lessee shall pay market value for any and all livestock lost as a result of Lessee's operations under th1s 
lease . 

14. All pipelines are to be buried 36 inches below the ground in rangeland and 48 inches below the ground in 
cultivated areas, which will be from the top of the pipe to the surface of the ground , unless otherwise agreed 
to in writing with the Lessor and Surface Estate Owner(s). 

15. Only crude oil and natural gas (no other derivatives) will be allowed to be transported through any pipelines 
located on the property, unless otherwise agreed to In writing with the Lessor and Surface Estate Owner(s). 

16. Lessee shall not conduct any operations within one thousand two hundred and fifty (1250) feet of any 
homestead, living quarters or livestock watering facilities without the express consent of Lessor. 

17 Lessee hereby acknowledges that if the Leasehold Estate are subject to a Crop Reserve Program Lessee 
agrees to compensate Lessor fully and completely for any penalty or other loss of subs1dy or income that 
Lessor would otherwise receive in the absence of Lessee's activities or those of Lessee's employees, agents, 
servants, contractors. licensees or permittees on the Leasehold Estate. 

18. It is understood and agreed that any surface damages related to the production of minerals held by this lease 
shall be divided and pa1d one-half (1 /2) to the State of Texas and one-half (1/2) to the Surface Estate 
Owner(s). However, if the surface damages are not related to the production of minerals held by this lease, 
one hundred percent (1 00%) of the damages are to be paid to the Surface Estate Owner(s) 

19. Lessee's right to the use of the surface of the Leasehold Estate in non-exclusive. Without lim1ting the 
generality of the foregoing, the Surface Estate Owner(s) may use, or permit third part1es 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(s) of the surface estate shall have the 
right, as between the the Surface Estate Owner(s) and Lessee, to allow third parties to conduct geophysical 
operations on the Leashold Estate. 

20. Lessee agrees to meet and escort the Surface Estate Owner(s) once per year to the Leasehold Estate so 
than an annual Inspection can be performed. Advance notice of no less than seven (7) days will be given 
prior to the date of inspection. 

21 . Parties in Interest. Lessee represents that he/she is not an officer, director, or employee of Bank of America 
Corporation, Bank of America, N.A., or any of its affiliates and/or subsidianes, nor 1s Lessee acting on behalf 
of any such officer, director, or employee. 

Signed for Identification only. 

SELF CHILDREN'S MANAGEMENT TRUST 
By: B nk of America, Trustee 
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FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Aug 28, 2014 at 04:10:00 PM 
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• • • • Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from this instrument 
before 1t is filed for record in the public records: your social security number or your driver's license number. 

• General Land Office 
• • •: ~linquishment Act Lease Form 

• • Revised, September 1997 

~usttn, '(!texas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 11th day of ___ J,_,uo.:.n:..:::e:__ ___ , 2014, between the State of Texas, acting 

by and through its agent. HENKE PETROLEUM CORPORATION. represented herein by Terry L. Toole. President 

whose address is 1421 E. 451
h STREET SHAWNEE OKLAHOMA 74804 

said agnnt herem referred to as the owner of the soil (whether one or more), and __ --=B:..:H.:..P..=B::.:.I,.,LL:.:I..:..T,.O.:..:N'-'P_,ET::..:..!R..:.;O=.L,.,E::.;U"'M=..:.P....:.R..:.;O"'P_,E.,R""T"-'1'-=E""S'-'(.:..:N""A-" . .Lf.)._,L,_P __ _ 

whose address is _ ___:.P_,O"'S=.T'-""O"-F'-F'-'IC~E"-"'B.,.O:<.:X'-'2..,2...:.7....:.1.:::.9.,_,H'-"O=U.,.S..:..T,.O.:..:N:..... . ..:..T.=EX""A'-""S....:.7..:..7""02"'7,_-.:::.99""9""8<--- hereinafter called Lessee. 

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

All of the East Half (E/2) of Section 44, Block 57. Township 2, A-2458, T & P RR Co. Survey, Reeves County, Texas, 
containing 320 acres. more or less 

FOR ADDITIONAL TERMS AND PROVISIONS, SEE EXHIBIT " A" ATTACHED HERETO AND MADE A PART HEREOF. 

containing __ 3~2=>0<=-.0~0"-'0<---- acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: FORTY FIVE THOUSAND SIX HUNDRED TWENTY NINE DOLLARS AND 60/100 

Dollars {$45.629.60) 

To the owner of the soil: FORTY FIVE THOUSAND SIX HUNDRED TWENTY NINE DOLLARS AND 60/100 

Dollars ($45.629.60) 

Total bonus consideration: NINETY ONE THOUSAND TWO HUNDRED FIFTY NINE DOLLARS AND 20/100 

Dollars ($91 .259.20) 

The total bonus consideration paid represents a bonus of FIVE THOUSAND THREE HUNDRED THIRTY THREE DOLLARS AND 33/100 

-------- ------ Dollars {$5.333.33) per acre, on 17.11111111 net acres. 



.. 

.. 
3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate , 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the ::-=-=:-:=-:::--=-:c---

Bank at PAY DIRECTLY TO OWNER OF THE SOIL , 
-o-r -its-su_c_ce_ s-so_r_s-(w-h-ic_h_s_h_a...,.ll_c_o-nt-in_u_e_a_s----,-th_e_d-:-e-pository' 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 ST~TE 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 pnv1lege of defernng the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil :--------- -----------------------
Dollars ($ _________ _~ 

To the State of Texas: (THIS IS A PAID UP LEASE) 

Dollars ($·------------' 

Total Delay Rental:------------------------- --------

•••• • •••• 
Dollars ($. __________ .....) 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
•: • • • ; ear each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 

,. assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
• •. • ease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 

••• : held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil sha II 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 .. .. . 
• •• • Qrovided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 

owner of the soil: 
(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 

all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, d istillate, 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 t hereof 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 cond itions 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 1/4 part of the gross production or the market value thereof. at the 
option o f 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 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry}, whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas {excepting liquid 
hydrocarbons) whether said gas be "casinghead." "dry." or any other gas. by fractionating . burning or any other processing shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

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

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

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

B. PLANT FUEL AND RECYC~ED 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 hereunde.r 1n any processmg plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
~h.e o'!"ne.r of the S?ll and the Co~m1ss1oner. of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
InJection !nto any 011 or gas producmg format1on underlyin~ the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no roya lties sh~ll be payable on the recycled gas until 1t 1s produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under th1s lease. 

. 9. R?YAL TY P~YMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austm, Texas, m the followmg manner: 

True and Correct 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register R lltllolJ'Irrr. .. l'll~ provide thOO~Iijfon oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succe~di t£ f pr~nafrl11~1~ 
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on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts , gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 

• •• .,cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value . 
• •••• 

• 10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
•: • • • ~ith 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 
• • \.and Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 

wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State.' Lessee shall supply the General Land Office with any records , memoranda, accounts, reports. cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
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, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is 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 opera tions 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 
th.e Lessee ceases. t~ produc~ oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
w1th the lease provtstons; whtchever 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 ~he term of the lease for a ~eriod of one year from the end of the primary term, or from the first day of the month following the month in which 
production ce~sed, ~nd, after that, 1f no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more success1ve penods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

1 ~· CO~PEN~ATORY ~OVAL Tl ES. 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 deh~ered 10 pay.tng q~anlilte.s fron: a well located wi~hin one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or In any c~se 1n w~1ch dramage IS ?ccurnng, the nght to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the leas~ shall rema1n effect1ve .for the rema1nder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
success1ve years b~ Le.ssee paymg ~ompensatory royalty at the royalty rate provided in the lease of the market value of production frorv~bJ5Wal'li:P6\!>IIrect 
the dra1nage or whtch IS completed 10 the same producing reservoir and within one thousand (1 ,000) feet of the lea re · es. The co a,I.Qry 
royalty is to be paid monthly, one-half (1/2) to the Co~mis~ioner of ~he Gen~ral Land Office and one-half (1/2) to th , n 0 soil, beg~~Wo~br , 
before the last day of the month follow10g the month 10 whtch the 011 or gas 1s produced from the well causing the e r t is Sfi~tmfali~~~ In 
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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 drilli ng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 

... .pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
•••: purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas , or any successor 

.agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
•: •• • :applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 

• production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes . 
• • • .Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 

••• : to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

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

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

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

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

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natu ra l 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 DAMAGE~. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
Improvements, livestock and crops on sa1d land. 

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



.· 
25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 

limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilit ies sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, l essee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, l essee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

• •• • fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph . 
• t••. 

• 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 

• •• • ~s between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
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 th is 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 l essee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General land Office, the School 
l and Board, or the Railroad Commission, or if l essee 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 
l and 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 l and Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General l and Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

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

True and Correct 
34. POOLING. l essee is hereby granted the right to pool or unitize the royalty interest of the owner of t. this lease ~;~pther 

leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon s a~~SIH.R fflW:4a,<1 
by the School Land Board and the Commissioner of the General land Office for the pooling or unitizing of the · ~ Stal~' !M!M h~' 'ilt.is~ 1 
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pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease 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 
surfacl~ 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 

... ~r 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 

jlold 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 
•: • • • ! he 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 
•••jVITHOUT 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 
• • • :• r ollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 

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

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. 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. 

True and Correct 
copy of 

Original filed in 
Reeves County 
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IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

STATE OF TEXAS 

HENKE PETROLEUM CORPORATION 

•• •<fl.s President an • 

:;::·L._i'af 0 J&lc; 
·: .. tJ 

•••• 

• 
•• •• • • • •• • 

COUNTY OF HARRIS 

LESSEE: BHP BILLITON PETROLEUM PROPERTIES {NA.), LP 

By: BHP Billiton Petroleum Properties {GP), LLC, Its Gen 

and acknowledged to me that he executed the same for the purposes and · eration therein expressed, in the capacity stated, and as the act and 

deed of said limited partnership. 

. _______ day of. _ _______ ,2014. 

STATE OF OKLAHOMA 

COUNTY OF .;;; C/(z Ll/ ((' 1'tt7t1f(J_ 
{ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Terry L. Toole known to me to be the person whose name is 

subscribed to the foregoing instrument as President of HENKE PETROLEUM CORPORATION and acknowledged to me that he executed the same for 

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

Given under my hand and seal of office this the_-1-{._ _ _____ day of Y t'l ,2014. ~SJ /1, 
s~~ 

Notary Public in and for the State of Oklahoma 

True and Corrt~ct 
copy of 

Original filed in 
qeeves County 

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

LESSEE: BHP BILLITON PETROLEUM PROPERTIES (N.A.), LP 

HENKE PETROLEUM CORPORATION 

•••• • •••• 

• 
•••• • • • •• • 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPORATION ACKNOWLEDGMEND 

BEFORE ME, the undersigned authority, on this day personally appeared S2t~e:J.!o!.!:he2!n.!...bl.'-.!M!!a5!!hc!.!a!.!.n!.!!a~y _ _____________ _ _ 

known to me to be the person whose name is subscribed to the foregoing instruments as A!:!ll:tto>!!r.!.!ns:.evx..:-:!.!.ln~-Fwa~c<.\.t _ _ _ ____________ _ 

of BHP Billiton Petroleum Properties (GPl, LLC, general partner of BHP BILLITON PETROLEUM PROPERTIES (N.A.), LP, a Texas limited partnership 

and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and 

deed of said limited partnership. 

-.-?t~ Given under my hand and seal of office this the _ __:0:...:.._ < _____ .day of 

. ,, .. .,, 

l 
~'~·~.'~;~~,._ LYNN LATIOLAIS 
t·£~n Notary Publi~. ~tate of _Texas 
~.;_,:.~._ ..... § My CommiSSIOn Exp~res 
~,,:r.f,~,~~~~~.:- October 10. 2017 

STATE OF OKLAHOMA 

COUNTY OF ______________________ _ 

Notary Public in and for the State of Texas 

(ACKNOWLEDGMEND 

BEFORE ME, the undersigned authority, on this day personally appeared Terry L. Toole kn me to be the person whose name is 

subscribed to the foregoing instrument as President of HENKE PETROLEUM CORPORATI acknowledged to me that he executed the same for 

the purposes and consideration therein expressed, in the capacity stated, and 

______ __ .day of ________ ,,2014. 

Nota Public in and for the State of Oklahoma 

True and Correct 
copy of 

Original filed in 
Heeves County 

-~~· nttice 
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EXHIBIT "A" 

Attached to and made a part of that certain Oil & Gas Lease dated June 11, 2014 by and between the HENKE 
PETROLEUM CORPORATION, as Owner of The Soil and Agent for the State of Texas and BHP BILLITON 
PETROLEUM PROPERTIES (N.A.), LP as Lessee. 

1. It is understood and agreed that Lessee, its successor or assigns, shall pay Lessor 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 Lessor and/or Surface Lessee located on the Leasehold 
Estate, 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 promptly 
remove any liner material, level all drilling pits and other excavations and shall pay for and repair any and all 
damage to buildings, fences, roads, culverts, turf, water wells and/or other improvements and shall restore the 
same to their original condition within 90 days after the cessation of drilling activity. No drilling mud shall be 
spread on surface lands of Lessor without the express written consent of Lessor. Extreme care must be taken 

•••• 

• 
•••• • •••• to reduce the risk of introducing any exotic invasive species of vegetation that are not already present on the 

Leasehold Estate. 

• 2. Lessee's right to use water from the Leasehold Estate shall not include the right to use fresh water from any 
fresh water sands or strata underlying the Leasehold Estate for any secondary recovery operations that may 
be conducted on the Leasehold Estate. Lessee shall have the right to use fresh water from wells or surface 

•••• • • • •• • 
impoundment's only with the expressed written permission of the Lessor and after negotiations for payment 
for use of water are completed. 

3. 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 Leasehold Estate 
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 shall 
by mutually agreed upon between Lessor and Lessee before the commencement of any road construction. 
Lessee agrees to maintain all roads used by Lessee on the Leasehold Estate in good condition and repair 
during the period of Lessee's operations on the Leasehold Estate. The surface estate owner(s) shall have the 
right to use all roads on the Leasehold Estate, whether or not constructed and maintained by Lessee or its 
designee. 

4. 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 Leasehold Estate or fishing on the Leasehold Estate, unless 
otherwise agreed to in writing with the 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 Leasehold Estate, and that any one so doing 
shall be trespassers and subject to prosecution as such. 

5. Prior to erecting or relocating any storage tank(s), pipeline compressor station(s) or other usual facilities 
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise Surface Estate 
Owner(s) of Lessee's intention to do so in writing. Lessee's written notice must advise Surface Estate 
Owner(s) of the proposed location of the facility at least 30 days prior to the onset of construction in order to 
provide Surface Estate Owner(s) with the opportunity to withold its consent and to negotiate a change in the 
proposed location .. 

6. Lessee, prior to the construction of any new road or the cutting, altering and removal of any existing fence on 
the Leasehold Estate, or the cutting or removal of any tree on the Leasehold Estate, shall notify Surface 
Estate Owner(s) of such intention. If Surface Estate Owner(s) can provide valid, reasonable rationale for 
retaining specific trees or habitat 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 
lessor. Brush and trees may be buried or burned on the property only with written permission from owner or 
his representative. 

7. Lessee agrees to protect, defend, indemnify and hold harmless the Lessor and the Surface Estate Owner(s) 
of the Leasehold Estate, and their respective agent, employees and tenants, from and against all liabilities, 
losses, expenses, claims, demands, and causes of action of every kind and character, whether for death or 
personal injury to persons (including agents and employees of Lessee and Lessee's subcontractors) for loss 
or damage to property, in any way and at any time arising out of, incident to, or in connection with this Lease, 
operations conducted on the Leasehold Estate, or breach of the terms hereof, regardless of whether any such 
liability, loss, expenses, claim, demand or cause of action is based on the sole or concurrent negligence of 
any party indemnified hereunder. 

8. Each location constructed by Lessee on Leasehold Estate 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. Lessee shall take all reasonable precautions 
necessary to prevent land, air and water pollution, including pollution to all underground fresh water zones. 
All locations constructed by Lessee on the Leasehold Estate must be fenced per the standard outlined in the 
s u.rface Use. Agreement unless otherwise agreed upon in writing. All tank batteries must be surrounded by 
spill ~revention berms that can accommodate at least 1 ~ times the volume of the tanks. Load line 
contam~e~t systems must be installed and properly maintained on all tanks to prevent environmental 
?ontamination when connecting and disconnecting from trucks. Stuffing box containment systems need to be 
m~talled and properly maintained on all pumpjacks to prevent environmental damage resultina..ffp,!lbsP..::~I~ • 
fa ilures. Lessee shall collect all trash which accumulates in connection with his ope~· d r;M~e'"'Jlu..~orrt:JGt 
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trash from the Leasehold Estate. Lessee shall take all reasonable precautions to prevent blowouts from 
occurring on the Leasehold Estate. 

9. 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 its original condition as nearly as 
possible within ninety (90) days after the completion of exploration 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. Reclamation of abandoned sites must include revegetation with native grass and forb 
species that have historically been found in the region. All reclamation plans including site preparation and 
the revegetation seed mix must be pre-approved in writing by the Surface Estate Owner(s) prior to the 
initiation of any reclamation activities. 

• :••1 0. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through 
• •• • • fences on the Leasehold Estate, and Lessee shall keep such gates locked when not actually passing through 
•: • •• : such gates . 

• 
•:• -11 . Upon termination of Lessee's operations on the Leasehold Estate, Lessee shall restore the surface of all 

• ••• lands utilized by Lessee, and not theretofore restored, to their original condition as nearly as possible. Within 
three (3) months after the termination of this Lease, Lessee shall remove any and all property placed by 

• Lessee on the Leasehold Estate or Lessor and Surface Estate Owner shall cause same to be removed at 
•••• Lessee's expense. 

• • • •• • 
12. Lessee shall comply with all Federal and State regulations. 

13. 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. 

14. P.ll pipelines are to be buried 36 inches below the ground in rangeland and 48 inches below the ground in 
cultivated areas, which will be from the top of the pipe to the surface of the ground, unless otherwise agreed 
to in writing with the Lessor and Surface Estate Owner(s). 

15. Only crude oil and natural gas (no other derivatives) will be allowed to be transported through any pipelines 
located on the property, unless otherwise agreed to in writing with the Lessor and Surface Estate Owner(s). 

16. Lessee shall not conduct any operations within one thousand two hundred and fifty (1250) feet of any 
homestead, living quarters or livestock watering facilities without the express consent of Lessor. 

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

18. It is understood and agreed that any surface damages related to the production of minerals held by this lease 
shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the Surface Estate 
Owner(s). However, if the surface damages are not related to the production of minerals held by this lease, 
one hundred percent (1 00%) of the damages are to be paid to the Surface Estate Owner(s). 

19. Lessee's right to the use of the surface of the Leasehold Estate in non-exclusive. Without limiting the 
generality of the foregoing, the Surface Estate Owner(s) 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(s) of the surface estate shall have the 
right, as between the the Surface Estate Owner(s) and Lessee, to allow third parties to conduct geophysical 
operations on the Leashold Estate. 

20. Lessee agrees to meet and escort the Surface Estate Owner(s) once per year to the Leasehold Estate so 
than an annual inspection can be performed. Advance notice of no less than seven (7) days will be given 
prior to the date of inspection. 

Signed for Identification only. 

HENKE PETROLEUM CORPORATION 

~ 
,., . 

·--
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l bhpbilliton 
resourcing the futl.re 

PETROHAWK ENERGY CORPORATION 
CONTROLLED DISBURSEMENT 

P.O. BOX 22719 
HOUSTON, TX 77227-9927 

AMEGY BANK N.A. 
P.O. BOX 27459 

HOUSTON, TEXAS 77227·7459 

35· 1058.11131 
89 

15711274 
1 6521 

04/23/15 

PAY TO THE __ G_en_e_ra_l_L_an_d_o_ffi_ce_st_a_te_o_f_T_ex_a_s ________ ________________ __,I $ 888.89 
ORDER OF . 

Eight Hundred Eighty-eight and 89/ 100 

MEMO P2 Cost 562 OGL 3/27 /2015 Tier: Java 

PETROHAWK ENERGY CORPORATION 

••• • • • •••• 

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

PETROHAWK ENERGY CORPORATION 

• Rev211·1 

NOT CASHED WliHIN SIX MONTHS OF ISSUE 
NON TRANSFERABLE 

OWNER CALL CENTE -877-31 -1443 

( ,,,. 

16521 

-<.::::: 

1 6521 

-\-

101.12J1C142 • 



EXPLORATION LAND SERVICES, LLC 
4021 -B Ambassador Caffery Pkwy, Suite 200, Lafayette. Louisiana 70503-5281 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

••• • • • • •• • 
• ••••• • .. 

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

April 28, 2015 

Mr. Drew Reid 
Texas General Land Office 
1700 Congress A venue 
Stephen F. Austin Building, RM 847 
Austin, Texas 78701 

Re: Oil, Gas and Mineral Lease 
Section 44, Block 57, Township 2 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewith, please find one (1) check, made payable to the Commissioner of the General 
Land Office. Also enclosed is a report prepared for you containing a calculated breakdown of the 
interest and property the check covers, as well as a copy of the lease that has been executed by the 
soil owner. A certified copy will be submitted upon recordation of said lease. Please sign and 
date the copy of the check and return in the enclosed prepaid envelope. 

Date 
04/23/2015 

Check No . 
16521 

Amount 
$888.89 

Lessor 
The Fitz-Gerald First Restated Trust 

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

Natalie Holeman 

encl. 



APRIL 27, 2015 BONUS SUBMITTAL 
E/2 OF SECTION 44, BLOCK 57, TOWNSHIP 2, ABSTRACT 2458, T&P RR CO. SURVEY, REEVES COUNTY, TEXAS 

Bonus Per 

Lessor Gross Ac Interest Net Ac. Acre Bonus to Lessor Bonus to State Lease Bonus Check No. 

The Fitz-Gerald First Restated Trust UTA dated 
320 1/540 0.59259259 

December 26, 2001 
$3,000.00 $888.89 $888.89 $1 ,777.78 16521 

TOTALS 0.59259259 $888.89 $888.89 $1,777.78 

!Total Amount paid by check $888.89! 

•• ••• •• ••• • • • • • • • • •• • ••• •• ~ • • • • • • • • •• • • • • • ••• • • • • 
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EXPLORATION LAND SERVICES, LLC 
4021-B AMBASSADOR CAFFERY PARKWAY, SUITE 200 

LAFAYETTE, LA 70503 
(337) 234-3500 

PAY TO THE Texas General Land Office 

iBERIABANK 15711616 
84-7041 -2652 

5/6/2015 

ORDER OF·~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ $ **25.00 

677 8 

~ 
" Twenty-Five and 00/100********************************************************************************••••••••••••••••••••• j 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~DOLLARS ~ 

MEMO 

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

Recording Fees 

11•00 b 7 7 8111 

EXPLORATION LAND SERVICES, LLC 
Texas General Land Office 

Date Type Reference 
5/6/2015 Bill Recording Fees 

~ .r .... 
• ••••• • 

•• • • ,- .... 

• •• • • • ... ~ 

Iberia Bank Recording Fees 

Original Amt. 
25.00 

5/6/2015 
Balance Due Discount 

25.00 
Check Amount 

Payment 
25.00 
25.00 

X2s.oo 

j 

6778 
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EXPLORATION LAND SERVICES, LLC 
4021-B Ambassador Caffery Pkwy, Suite 200, Lafayette. Louisiana 70503-5281 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

May 6, 2015 

Mr. Drew Reid 
Texas General Land Offi ce 
1700 Congress A venue 
Stephen F. Austin Bui ld ing, RM 847 
Austin, Texas 78701 

Re: Oi l, Gas and M ineral Lease 
Section 44, Blk 57, T-2, T&P Ry Co. urvey 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewith, please fi nd one (1) certified copy of an Oil and Gas Lease taken in the name of 
the State of Texas, in favo r of BHP Billiton Petrolewn Properties (N.A.), LP, listed as follows: 

Lease No. 
ELS-0238 

Date 
03/27/20 15 

Lessor 
The Fitz-Gera ld First Restated Trust UT A dated 12/26/2001 

Also enclosed, please find a check in the amount of $25.00. This amount covers the fi ling fees for 
the leases taken in the name of the tate ofTexas @ $25/per lease. Be advised that the fees for the 
tract listed on said lease were previously paid by check num ber 5674, issued April 7, 20 14 @ 
$100/per tract. This should cover all requi red fees associated with the above listed lease. 

P lease sign and return the copy of the check to me in the enclosed prepaid envelope. 1 trust you 
will not hesitate to call me with any questions that you may have concerning this matter. 

encl. 



'1. 

l·=ilt: No. Jl(e<t-8J:.. 

~~~~~~~~~~~~~~~County 

Ltc, koV\u( , ko 5 -c ~---------. 

Date Filed: of I .,l'f / IS: 
By George P. Bwh, Co~ioncr 
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15-03771 
FILED FOR RECORD 

REFvES COUNTY, TEXAS 
May 01, 2015 at 03:45:00 PM 

• • Notice of Confidentiali ty Rights: If you are a natural person, you may remove or strike any of the following information from this instrument 
: • ••• before it is filed for record in the public records: your social security number or your driver's license number. 

• 
• •• • • • ••• • 

General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

%lustin, 'Otexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 27th day of ___ M~a~rc~h ____ , 2015, between the State of Texas, acting 

by and through its agent, Erin Fitz-Gerald, as Trustee of THE FITZ-GERALD FIRST RESTATED TRUST UTA DATED DECEMBER 26, 2001 

whose address is 2912 CALLE GRANDE NW ALBUQUERQUE NEW MEXICO 87104 

said agent herein referred lo as the owner of the soil (whether one or more}, and __ __,,,B,.,_H,.,_P....,B:.:l..:L""Ll'-'-T""O"'-N'-'P'-'E"'"T.,_,R""O""""LE=U,.,_M,_,P....,R-"O"'-'-P'=-E'-'RT-'-=IE"'S'-'('""N"".A-" . .,_.l,_.,,L"-P---

whose address is _ ___,_P__,O""'S,._T~O"-F"'-F"'-'IC:..:E=-=B.::Oc:.;X:..:2:.:2=..,7....:.1.:::c9,_. H:....:..:,:O.,,U""S'""'"T.,.O:.:..N'"'"' ....:.T-=E"-'XA"-=S'-'7....:.7.,.0-=2.,_7-..,,9""9-=-98,.___ hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts staled 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: 

All of the East Half (E/2) of Section 44, Block 57, Township 2, A-2458, T & P RR Co. Survey, Reeves County, Texas, 
containing 320 acres, more or less 

containing __ .:.:32:.:0:..:..0.:.:0:..:0,__ __ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: EIGHT HUNDRED EIGHTY EIGHT DOLLARS AND 89/100 

Dollars ($888.89) 

To the owner of the soil: EIGHT HUNDRED EIGHTY EIGHT DOLLARS AND 89/1 00 

Dollars ($888.89) 

Total bonus consideration: ONE THOUSAND SEVEN HUNDRED SEVENTY SEVEN DOLLARS AND 78/100 

Dollars ($1,777.78) 

The total bonus consideration paid represents a bonus of ~T~H~R=E=E~T~H~O~U=S~A~N=D~D~O~LLA~R~S~A~N=D~0~0~/1~0~0'------------------

Dollars ($3000.00) per acre, on 0.59259259 net acres. 



3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the - -----

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

To the owner of the soil: - ----------------------------- --
Dollars ($ _____ ____ _, 

To the State of Texas: {THIS IS A PAID UP LEASE) 

Dollars ($. __________ _, 

Total Delay Rental:--------------------------- -------
Dollars (S __________ ~ 

: •••, In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
• • • • year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
•••••:assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 

• • cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
• held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 

recordable instrument naming another bank as agent to receive such payments or tenders . •• • • • • •• 

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

• • • owner of the soil: 
: • : : (A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
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 1/4 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
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 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating , burning or any other processing shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

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

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

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

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



... ·. 
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, royalt ies shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

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

: ••••• :~an~~op:a~:~.\,s!:r:n:n~a;~~li~!tst~=u°~t a;f tT~::::~:1e~~ t~a:~:;::::s~~~c~xd~:nt:~o~
0

~;st:;dc~:~~;~~~~=~:r~~:~e~i=~:ia~~~~ ~~U:~1~~ 
Attorney General, the Governor, or the representative of any of them. 

• (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
• •• Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
: • : : wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 

completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State• in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
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 fil ing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in 
the General Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is 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 with in sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well• means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lac:k 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 facilit ies or suitable market for the oil or gas exists , Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Less aintai'R{liE l&a~ore 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the mar t eduction ~ II causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of,: a (l ~f!'jt,PNJit Mfm~ry 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1 2, _,.. er ~M~ ~8~n or 
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' . 
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 detennination 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 
tenninate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 

: • •• agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial tennination provisions hereof, the 
• • • I 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 tenninate as to all acreage not thereafter allocated to said well or wells for production purposes. 

• • Notwithstanding the tennination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
• to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 

: •. existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
• ••• access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

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

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

such deeper depths, and said tennination 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 fonn 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 tennination 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. 

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, 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 tenn 
in the absence of such drilling or reworking operations or production of oil or gas. 

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

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

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

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

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines be ,. epthTRUE & CORRECT 
~/-.-. ....,. .. ,", COPY OF 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any ti ~ ~Qll~fcffiffl nqt,out 
the written consent of the owner of the soil. ~ , ..ct-.4ml"'/, 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

: • ••. 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
• • • • party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal 
•••••:representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
• • Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 

• act performed by Lessee. And no change or division in ownership of the land, renta ls, 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 th is 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. 

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

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockhotder 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 concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and th is lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to lhe Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited~~ 12.fOVided 
herein. ,. 1 "' TRUE & CORRECT 
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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 
• u•• iTHE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 

• WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
• NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 

:• • BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 
• • •• 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
• pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 

• • • other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
: •: : the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 

hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"). except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AN D THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

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

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

ADDENDUM PROVISION - #40 

40. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3ra) years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease in force and effect for the fourth (41h) and fifth (51h) 
years of the primary term provided for herein by tendering a payment of three thousand dollars ($3,000.00) per net acre, such payment to be divided 
equally between the State of Texas and the owner of the soil and made prior to March 27, 2018, as to any acreage covered hereby and not otherwise 
being maintained by any other provision herein at such time. 

TRUE & CORRECT 
COPY OF 

ORIGl'\JAL FILED IN 
REEVES COUNTY 
CLERKS OFFICE 



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

STATE OF T EXAS 

THE FITZ-GERALD FIRST RESTATED TRUST UTA 
DATED DECEMBER 26, 2001 

LESSEE: BHP BILLITON PETROLEUM PROPERTIES {N.A.), LP 

By: BHP Billiton Petroleum Properties {GP), LLC, Its General Partner 

' 

!.! • 0 

:Date:---''-14-!;-=3__,/._2_0_!_5 ___ _ 
J J • .. ., ... 

• • 
• 

•• • • . , .. 
• •• 

STATE OF TEXAS {CORPORATION ACKNOWLEDGMENT) 

:.: : coUNTY OF HARRIS 

BEFORE ME, the undersigned authority, on this day personally appeared -=S""te,..,p=h.::aen"'-=L. ... M=a=h=a=n=ay..__ _____________ _ 

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

of BHP Billiton Petroleum Properties {GP), LLC, general partner of BHP BILLITON PETROLEUM PROPERTIES {N.A.). LP. a Texas limited partnership 

and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and 

deed of said limited partnership. 

Given under my hand and seal of office this the._~t1j~ ____ day of ~ , 2015. 

7 ' ''"''' l ~-"...~~ ~~,,, ESTELA NAVARRO 

I {~'r:.i:t \ Notary Public, State of Texas 
l"f.·.~:":'J My Commission Expires 
',,-::;t,;?,(;~$.-"' September 13. 2016 

Notary Public in and for the State of Texas 

STATE OF NEW MEXICO 

COUNTY OF ::&Mu ~ Jj a 
(ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Erin Fitz-Gerald, known to me to be the person whose name is 

subscribed to the foregoing instrument as Trustee of THE FITZ-GERALD FIRST RESTATED TRUST UTA, DATED DECEMBER 26, 2001 and 

acknowledged to me that she executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the ___ 3~~---''Y of ~ • 0 . 2015. 

t1mw J£LJ2 
• 

OFFICIAL SEAL 
CARONA L GURULE 

NOTARY PUBLIC-State ol New Mexk:o 

My Commission!: Clt'\15 :/, J. '-[ f ~ 

Notary Public in and for the State of New Mexico 

Inst No. 15-03771 
DIANNE 0. FLOREZ 
COUNTY CLERK 

2015 May 01 at 03:45 PM 
EE¥ "' .. TE AS 

EPUTY 
TRUE&CO CT 

COPY OF 
ORIG! AL FILED TN 
RffVES COL :TY 
CLI.R~ OFFICE 



0 

0 
z ~ 
u: 

c c ::, 
0 
u 

~
 

8 
-a 

t, 
~
 

ii: 

" ~ 

-~
 

;.... 
c:, 

•• 
• 

• 
• • 

• 
••• 

• •••••• 
• 

• 
• •• 
• • 

•
•
 p 

• 

•• 
• 

• 
• • 

it 
•

•
• 



RAL REVIEW SHEET 

Working File#: RAL 168599 MF: 

Lessor: Margaret S. Shockley Trust Lease Date: 04/27/2016 

Lessee: BHP Billiton Petroleum Properties Gross A cres: 320.00 
(N.A.), LP 

LEASE DESCRIPTION 

County 

Reeves 

Control # Base Fi le Part 
No 

07-109023 094108 E/2 

TERMS OFFERED 

Prim ary Term : 3 Years 

Bo nus / A c re: $3,000.00 

Net Acres: 6.67 

Sec Block Twp Survey 

44 57 2-S T & P Ry Co 

TERMS RECOMMENDED 

Primary Term: 3 Years 

Bonus/ A cre : $3,000.00 

2nd Yr 3rd Yr 4th Yr 5th Yr 2nd Yr 3rd Yr 
Rental / A cre: 

I,,:::,, I Ro yalty 

COMPARISONS 

Lease No Lessee 

Comment s: 

Approved: 

Monday, May 16, 2016 

0.00 

Lease Date Primary 
Term 

R 
) 

I Rental / A cre : 

I ,:s::,, I 0.00 

Royalty 

Bonus/Acre Renta l/Acre 

RAL 168599 

UI: Yes 

Abst No 

2458 

4th Yr 5th Yr 

Royalty Distance 



DocuSign Envelope 10: 1CA2F9EC-B52D-4031-8ABA-BFBFD2FC3F6D 

/ RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office George P. Bush, Commissioner 

TO: George P. Bush, Commissioner 
Anne ldsal, Chief Clerk 
Mark Havens, General Counsel 

FROM: Robert Hatter, Energy 

Applicant: BHP Billiton Petroleum Properties (N.A.), LP County: Reeves 

Prim. Term: 3 Years Bonus//\cre: $3,000.00 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: $0.00 3rd Yr: $0.00 4th Yr: $0.00 5th Yr: $0.00 

) 
Terms & Consideratio_n--'-4-_:;_,,,1,,_// _ _ _ _ _ 
Recommended: /C-cf?/rf Date: 

Not Recommended: 

Comments: paid up 

Mari< Havens, General Counsel os 
Recommended: ---~G...__ ___ _ Dale: 5/26/2-016 

Not Recommended: 

Anne !dsaL Chief Clerk 
1

os 

Approved: l ! -.L __ ___. _______ _ .Date: 5/27/2016 

Not Approved: 

George P. Bush, Commissioner [los 
Approved: · G.f b Date: 5/27/2016 

Not Approved: 

5/16/20161:51:04 PM RAL 168599 1 of 1 



Pile No. - --- .We_~~ 1 l. 

_ _ _ County 

- 'RfM- ~~~ ~a,,,se.... ~ 
l) ,\lc hlc<l. Q'S [ lt., I Ly 
P,· - ~ ~corge P. Bush, Com:x::r 
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REEVES COUNTY, TEXAS 
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Notice of Confidentiality Rights : If you are a natural person, you may remove or strike any of the following information from this instrument 
before it is filed for record in the public records: your social security number or your driver's license number. 8.$-0S':>1 
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General Land Office 
Relinquishment Act Lease Form 
Revised 5/15 

O IL A O GAS LEASE 
o. ____ _ 

• • • • • • • •• • 

TH IS O IL AND GAS LEASE is made and entered into to be effecti ve Apri l 27 20 16 (the "effect ive date"), by and between the tatc of Texas, acting by and through 
its agent, the MARGARET S I IOC KLEY TRUST re presented herein by Margaret S, Shockley Trustee, whose address is POST O FFICE BOX 880 ROCKPORT. 
TEXAS 7838 1-0880, said agent herein referred 10 as the owner of the soil (whether one or more) ("owner of the soil"), and BHP BILLITON PETROLEUM 
PRO PERTIES <NA }. LP ("Lessee"), whose address is POST OFFICE BOX 227 19 I IOUSTON TEXAS 77027-9998. 

I. GRANTING CLAUSE; RESERVATIO ; BONUS. for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and 
the covenants contained herein, the State of Texas, acting by and through the owner o f the soil, hereby demises, grants, leases and lets 11 1110 Lessee the non-exclusive 
right 10 explore for, and the exclusive right 10 produce and take, Oil ancVor Gas from the Leased Premises (defined below) on the 1em1S and conditions set out in this lease. 
Lessee 's right hereunder 10 explore for Oil and Gas from the Leased Premises is non-exclusive. The Texas General Land O ffice (the "GLO") expressly retains and 
reserves the concurrent right to grant third parties (i) seismic, geophysical and geological permits, and 10 enter into other agreements with IJ1ird parties, which pennits or 
agreements shall allow such IJ1ird parties to conduct geophysical, geological, or seismic surveys on, over, under, llirough, and across the land covered herein during the 
tem1 of this lease, and which seismic, geophysical, or geological surveys shall not unreasonably interfere with Lessee's drilling or production act ivities on the Premises, 
and (ii) ingress and egress and use o f the Leased Premises by the GLO and its lessees and pcm1i11ees lo explore for and produce minerals that arc not covered, or that 
might not be covered in the futu re, under the terms of this lease, but tJ1a1 might be located within Ilic surface boundaries o f the Leased Premises. All of the rights in and 
LO the Leased Premises retained by the GLO and all of Ilic rights in and to Ilic Leased Premises granted to Lessee here in shall be exercised in such a manner that neither 
shall unduly interfere witJ1 the operat ions o f the other. This lease is made and entered into subject 10 any existing rights of way, casements, geophysical or geochemical 
exploration pennits. 

The bonus consideration paid for this lease is as follows: 

To the State ofTexas: TEN THOUSAND AND 00/ 100 DOLLARS ($ 10 000 00) 

To the owner o f the soil: TEN THOUSAND AND 00/1 00 DOLLARS ($ 10,000.00) 

Total bonus consideration: TWENTY Tl IOU AND AND 00/ 100 DOLLARS ($20,000.00) 

111e total bonus consideration paid represents a bonus of three thousand dollars ($3..000..00) per acre, on 6.66666667 net acres. 

2. T ERM. This lease shall be for a term of three (3) vea rs commencing on the effect ive date (the "primary term"), and as long thercaflcr as Oil or Gas is produced in 
paying quantities from U1e following " Leased Premises" (herein so called), 10-wi1: 

All of the East Half (E/2) of Section 44. Block 57, Township 2 , A-2458, T & P RR Co. S urvey, Reeves County , Texas , 
containing 320 acres. more or les s 

3. DELAY RE TALS. If no well is commenced on the Leased Premises on or before one( !) year from the e ffective date, tl1is lease shall tcnninate, unless on or 
before such ann iversary date Lessee shall pay to the owner of the soil or 10 his credit in the ___ Bank, at ___ ___ __, 

or its successors (which shall continue as tl1c depository regardless o f changes in the ownership of said land), Ilic amount specified below; in 
addition, Lessee shall pay to the COMM ISSIONER OF T HE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUST IN, TEXAS, a like sum on or before 
said date. Payments under IJ1is paragraph shall operate as a rental and shall cover the privilege of de ferring the commencement of a well for one ( I) year from said date. 
Payments under this paragraph shall be in the following amounts: 

To the owner of the soil:-------------Dollars($ _____ _ 

To the State of Texas: --~T~l~ll~l~A~P~A~l~D_l~Jl~'-L_F.~,A-S_F.~··-- Dollars ($ _____ _ 

Total Delay Rental:--------------- Dollars($ _____ _ 

In a like manner and upon like payments annually, the commencement of a well may be fu rther deferred fo r successive .,...,row·iir.t~ ..i one ~l:.IE<ll:~mary 
1em1. All payments of rental 10 ll1e owner of the soil may be made by check of Lessee or any assignee of this lease, a, " ered on cm~ (!)Fr.ental paying 
date. If the bank designated in this paragraph (or its successor bank) should cease 10 ex ist, suspend business, liquidat f • ~iti~~j~o~ r any 

1'"'~" ,s+'.c. REEVES COUNlY 
65 

co CLERKs OFFICE 
1 



• •• • • •••• 

reason fai l or refuse to accept rental, Lessee shall not be held in default for fa ilure 10 make such payments of ren1al unlit thirty (30) days afier the owner of the soil shall 
deliver to Lessee a proper recordable instrument naming another bank as agent 10 receive such payments. · 

4. ROYAL TY : All capitalized tenns used in tl1is lease that are not defined in tl1is lease shall have the meanings given them in T itle 3 1, Pan I , Chapter 9 of the Texas 
Administrati ve Code (the " Rules"). Upon production of Oil, Gas, and/or other products from the Leased Premises, Lessee agrees to pay or cause to be paid one-half ( l/2) 
of the royalty provided for in this lease to the GLO, for tl1e use and benefit of the State of Texas, and one-half ( I /2) of such royalty to the owner of the soil, each of the 
fo llowing royalties as applicable to tl1e substances actually produced from the Leased Premises and/or subsequent processing: 

• 
• 

(a) OIL: As a royalty on Oi I, a mone1ary royalty of twenty-five percent (25%) of the value of the Gross Production, unless 1he Commissioner of the General 
Land Office of the State o f Texas (the "Commissioner") or the owner of the soil, al the option of either, elects to receive its royalty in kind pursuant to section 
4(1). The value of the Gross Production shall be calculated al the point the Oil is Ready for Sale and Use and without dcduclion for expenses, as described in 
section (4)(k), and detem1ined by the greatest of: (i) the highest pos1ed price, plus premium, if any, paid or offered for Oil of a like type and gravi ty in the 
general area where produced and when nm, (ii) the highest market price thereof pa id or offered in the general area where produced and when run, or (iii) the 
gross proceeds of tl1e sale thereo f. 

(b) 

•••••• 

NO -PROCESSED GAS: As a royalty on any Non-Processed Gas, a monetary royalty of twenty-five percent (25%) of the value of the Gross Produclion, 
unless the Commissioner or the owner of the soil, at tl1e op1 ion of either, elec1s to receive its royally in kind pursuant to section 4(1). The value of tl1e Gross 
Production shall be calcul ated (i) at tl1e point at which the Non-Processed Gas is Ready for Sale and Use and witl1out deduction for expenses, as described in 
section (4)(k), (ii) on a Dry Gas basis as to both volume and energy content (as described in the section 30 defin itions below), and (ii i) based on the higher of: • • 

• 
•• •• • • • • • 

• 
• •• • • • • •• 

(c) 

(A) the highest market price paid or offered for Gas of comparable quality in tl1e general area where produced and when nm; or 

(B) the gross price paid or offered to the Lessee; provided tl1at tl1e maximum pressure base in measuring the Gas under this lease contract shijlT • • • • 
equal 14.65 pounds per square inch absolute, and the s1andard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressur~ • • 
according to Boyle 's Law, and for specific gravity according to a test made by chromatographic analysis or the Balance Metl1od. • 

Provided, however, that if Non-Processed Gas is sold to a parent, subsidiary or affiliate of Lessee, then the royalty due hereunder shall be based on the value 
of the Gas as either Non-Processed Gas or Processed Gas, as 1hc case may be, in the fi rst sale to a third party in an agreement negotiated at anns' length. • • 

• • • •• •• 
PROCESSED GAS: As a royalty on at1y Processed Gas, Lessee agrees to pay a monetary royalty of twenty-fi ve percent (25%) of the value of the Residue • 
Gas and tl1e NGLs extracted, unless the Commissioner or the owner of the soil, at the op1ion of eitl1er, elects to receive its royalty in kind pursuant to scctio,1 • 
4(1). The value of the Gross Production shall be calculated at tl1e point tl1e Residue Gas and/or the NGLs, respectively, are Ready for Sale ru1d Use. At!• .... 
royalties due herein shall be on I 00% of the volume of the Gas produced from the Leased Premises (calculated on a Dry Gas basis as to boU1 volume ru1~ 
energy content, as described in the section 30 defin itions below) as measured or attributed at the in lei of the Processing Plant. The royalty due from Lessc.: • • : • • 
hereunder shall be based on tl1e greater value of: • • • 

{ I ) tl1e sum of the values of(A) 100% oftl1e Residue Gas MMBtus attributable to the Gas detennined at the plant recovery efficiency applicable to 
each NGL component, plus (B) U1c net value of the NG Ls a fter deduction of all applicable Gas processing fees and/or tl1e value oftl1e NGLs at the applicable 
liquids percent of proceeds accruing to tl1e Processing Plant; or 

(2) tl1e sum of the values of (A) 100% of the avai lable Residue Gas MMBtus anributable to tl1e Gas, plus (B) the value of the NGLs at tl1e 
applicable minimum liquids POP%, established herein in scclion 4(cl), wiU1out deduc1ion or reduclion in tl1e value of the NG Ls by a pereenl of proceeds or any 
other fees or adjustments o f any type, form, or character; or 

(3) the "keep whole" value of the Gas as described in section (4)(1). 

For purposes of calculating the royalty due hereunder, !he respec1ive values of the Residue Gas and the NG Ls shall be based on the greater of: 

(1) the highest market price paid or offered in the general area for (A) ru1y Pipeline-Quality Residue Gas, and (B) NGLs, as either Raw Mix or 
merchantable ru1d marketable commercial grades and/or blends of each of tl1e individual components, afler fractionation, of comparable quality in the general 
area, or 

(2) the (A) gross price paid or offered to Lessee for such Pipeline-Qual ity Residue Gas, ru1d (B) weighted monthly average gross sell ing price for 
the respective grades of NGLs, as either Raw Mix or merchantable ,met marketable commercial grades and/or blends of each of the individual components, 
after fractionation. 

No fees or costs of any kind shall be deducted from the value of Gas that is bypassed around a Gas Processing Plant and then blended with Gas that was 
processed to remove liquefiable hydrocarbons at, or at a point downstream of, the tailga1e of the Processing Plant, a.k.a. "conditioning". The value of Gas 
bypassed around a plilllt in which no liqucfiable hydrocarbons or NGLs arc removed from the Gas shall equal tliat for Non-Processed Gas per section (4)(b). 

Provided, however, that if NG Ls arc recovered from Gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, tl1en tl1e 
POP% applicable 10 NGLs shall be the greater of (x) the applicable POP% per sec1ion 4(cl), or (y) the highest percent acc ruing 10 a third party processing Gas 
through such plant under a processing agreement negotiated at arms' length. 

(d) APPLICABLE MlNIMlJM LIQUIDS PERCENT OF PROCEEDS: (I ) The applicable minimum liquids percent of proceeds ("POP%") of the Iota! 
available liquid hydrocarbon content volume for all NGLs, exccpl etlumc, shall, regardless of the natural Gas liquids recovery process or Gas processing 
agreement tenns and/or conditions, be equal to U1e following: 

(c) 

(I) 

(g) 

(/\.) 70% for Gas with a healing eontenl or BTU value equal to or grealer tlian 1100 BTU/SCF; 
(B) 60% for Gas with a healing content or BTU value equal to or grea1cr than I 070 BTU/SCF but less tl1an 11 00 BTU/SCF; and 
(C) 50% for Gas witl1 a heating con1cnt or BTU value less lh,m I 070 BTU/SCF. 

(2) ·111e available liquid hydrocarbon volume, in gallons, of each NGL component used to calculate U1e value of the NG Ls at the applicable POP% 
shall equal the product of (A) the Processing Pla111 inlet Gas volume, in MSCF, on a Dry Gas basis, limes (B) the ga llons per MSCF of each component 
calculated per tJ1e applicable standards, at 14.65 pounds per square inch absolute and 60° Fahrenheit, according 10 a test made by chromatographic analysis of 
the Gas, except ethane, where U1e tJ1eore1ical gallons of ctlumc available in the Gas shall be reduced by the Processing Plant recovery efficiency of ethane then 
being specified in processing agreements nego1iated al arm's lengtl1 between the Lessee and the plant for each dedicated Processing Plmll and each Processing 
Plant that may process the Gas in a series of plants. 

(3) The available Residue Gas MMBtu amount used in the calculation of tl1e royalty value in section 4(c)(2) shall equal the product of (A) the 
Processing Plant in let Gas MM Btu amount less 1he sum toial MM Btu of shrinkage calculaicd for the available liquid hydrocarbon volume in sec1ion 4(d)(2) for 
each NGL component, times (B) one ( 1.0) minus tl1e lesser of ( I ) the plrun fuel MM Btu percentage divided by I 00%, or (2) 0.035. 

OTHER PRODUCTS: As a royalty on carbon black, carbon dioxide, sulphur or any other products (including water) produced (excepting Oil, Gas, or NGLs, 
addressed separntely above), Lessee agrees to pay a monetary royalty of twenty five percent (25% ) of the value of U1e Gross Production of such products, 
unless the Commissioner of the General L,md Office of the Slate of Texas (tl1e "Commissioner") or the owner of the soil, al the option of either, elects to 
receive its royalty in kind pursuant lo section 4(1). 'l11e value of the Gross Production shall be calculated at the poinl the other products are Ready for Sale ru1d 
Use and without deduction for expenses, as described in section (4)(k), such value to be based on the higher of: 

( I) 1he highest markel price of each product, during tl1e same month in which such producl is produced; or 
(2) the average gross sale price of each product fo r the same montl1 in which such products are produced. 

KEEl' WHOLE: Notwithstanding ru1y other provision of1his lease to the contrary, Lessee may 1101 pay a royalty hereunder for Processed Gas tlrnt is less than 
the royalty that would have been due under section 4(b) for the 101al energy content of the Processing Plan! inlet Gas ifi t had 1101 been processed. 
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dispositions, then Lessee agrees to pay to owner of the soil royalty on one fourth (1/4) part of the total energy content of the Gas, in MMBtu detennincd on a 
Dry Gas basis, based on the posted market price of natural Gas at the nearest applicable Gas market hub in $/MMBru. 

(h) PLANT F EL A 'D RE YCLED GAS: No royalty shall be payable on any Gas as may represent this lease's proportionate share of any fue l used to 
process Gas produced hereunder in any third party Gas processing plant pursuant to section 4(c). Subject to tl1c consent in writing of the owner of the soil and 
tltc GLO, Lessee may inject Gas for secondary or enhanced recovery operations or for Gas li fl purposes into any Oil- or Gas-producing formation in the Leased 
Premises after tl1e liquid hydrocarbons contained in the Gas have been removed, and no royalty shall be payable on tl1e Gas so injected until such time as the 
same may thereafter be produced and sold or used. 

(i) 

(j) 

(k) 

(1) 

CONSERVAT10N: Lessee shall use all reasonable mcw1s to prevent the underground or above ground waste of Oil or Gas and to avoid the physical waste, 
flaring or venting of Gas produced from the Leased Premises. 

DUTY TO MA RKET: Lessee shall exercise clue dil igence and use all reasonable efforts in marketing any w1d all production from tl1e Leased Premises, at no 
cost to owner of the soil, to obtain the best price reasonably available for !lie Oil and Gas . 

0 OED Cl"JON : Except for fees or deductions tliat may be pennincd pursuant to section 4(c), Lessee shall pay or cause to be paid royalty due under this 
lease without deduction fo r the cost of producing, gathering, storing, separating, treating, dehydrating, conditioning, compressing, processing, transporting 
and otherwise making tl1e Oil, Non-Processed Gas, Processed Gas, and other products hereunder Ready For Sale w1d Use, whether borne by Lessee or by 
third-party purchasers and whether stated as a deduction from the price or an adjustment to the price based on location or condition. If any contract by which 
Lessee or an Affil iate of Lessee sells Oil or Gas produced her_cunder makes deductions or adjustments to the price to account for costs of producing, 
gathering, storing, separating, treating, dehydrating, conditioning, compressing, processing, or transporting of Oil or Gas produced from the Leased 
Premises, then such deductions shall be added back to the price received for purposes of computing the Gross Production upon which royalties arc to be 
paid. The owner of the soil, the GLO, and Lessee agree that the foregoing provision is to be given full effect and is not to be construed as "surplusagl!M • • 
under J/erilage Resources. Inc. v. Natio11sba11k, 939 S. W.2d 118 {Tex. 1996). • • • • • • 

• 
ROY ALTY IN Kl D: Lessee shall pay monetary royalties based on the value of the Gross Production from the Leased Premises, unless tl1e GLO or the 
owner of the soil, at the option of either, elects to receive its royalty in kind. Lessee shall pay Oi l or Gas royalty, or both, in kind without deduction fo~ • 
expenses, as described in section (4)(k), necessary to make the Oil, Gas and any other products Ready for Sale and Use. The owner of the soil or the GLO ml'Y. • • 
chw1ge its election to lake royalty in kind or monetary fo rm at any time or from time to time by giving Lessee notice of such election not less tl1an sixty (60) 

0 
• • 

days in advance. If the owner of tl1e soil or the GLO elects to take its royalty production in kind, it may elect to have the royalty production of tl1e Oi l, Gas, • 
w1d any oilier products that arc in a Ready fo r ale and Use condition delivered in kind at tl1e location Lessee sells its production, or al anotl1er locati<li. • •: • 
mutually acceptable to owner of the soil or the GLO and Lessee. Lessee shall bear all costs to the point of delivery. If the GLO or the owner of the soil elec~ 
to tak~ its royalty in kind, tl1e parties agree to execute either the State's form of Gas Balancing Agreement or w1y oilier agreement tliat is acceptable to owner "t- • : • • 
the soil or the GLO and Lessee. • • • 

(m) SEPARAT ION: Lessee agrees tl1at before w1y hydrocarbons in liquid form w1d any Gas produced from tl1e Leased Premises is sold, transferred, surface 
commingled with the production from w1y other lease tract and/or pooled unit, or is used or processed in a plw11, it will be run free of cost to owner of the soil 
and the GLO through a gravity-based Oil and Gas separator of conventional type w1d of adequate size and efficiency such that all liquid hydrocarbons 
recoverable from the Gas by such means shall be recovered. Upon written consent of the GLO, Lessee may apply other fonns ofsepnration equipment that nre 
at least as efficient as a gravity-based separator upon such tenns and conditions as prescribed by the GLO. Upon wrillen consent of the GLO, the requirement 
that such Gas w1d liquid hydrocarbons be run through a separator or other equipment may be waived upon such tenns nnd conditions as prescribed by the G LO. 
Lessee must request and obtain a waiver in writing from the GLO before the installation w1d/or use of w1y fu ll well stream/wet Gas/multiphase now meters that 
measure any production on or from tl1e Leased Premises. 

(n) COMl\l lNGLlNG: Lessee must obtain prior wrinen permission from the GLO per 3 1 TAC §9.35(a)(3) before surface commingl ing Oil and/or Gas 
production from a state lease or pooled unit with the production from any other private or state lease and/or unit into (i) a common mani fold and/or 
separator, (ii) common storage, (iii) a common gathering system or pipeline, or (iv) to ut ilize an off-lease Gas supply to inject Gas for lift purposes into any 
Oil- or Gas-producing fonnation in the Leased Premises. These requirements are in addition to, and apart from, the requirements of any other state and/or 
federal agency. 

(o) M ETER! G: Lessee agrees that w1y hydrocarbons in liquid form and any Gas produced from the Leased Premises shall be measured separately before the 
liquid hydrocarbons and/or Gas leave tl1e Leased Premises. Lessee agrees LO comply with all applicable American Gas Association (AGA) Standards, as well 
as the American Petroleum Institute (APT) Manual of Petroleum Measurement Stw1dards (MPMS) for any measurement device or tw1k that covers tl1e 
standards, practices, guidelines, recommendations and procedures which include, but arc not limited to, Ute design, installation, calibration, testing and 
hm1dling of samples and operation of a metering system used for the measurement of hydrocarbons in liquid fonn or Gas at w1y meter location on the Leased 
Premises, at a point of lease custody 1rw1sfer, for tl1e purpose of lease allocation in the event of surface commingling, or for the reporting and allocation of lease 
fue l, flared Gas volumes, vented volumes or any other lease use. 

(p) ROYALTY O CONTRACT ETTLEi\l E TS: Lessee shall pay to the owner of the soil w1d tl1e GLO royalty at the applicable royalty rate on any 
monetary sel!lement received by Lessee from w1y breach of contract by Lessee's purchaser relating to the marketing, pricing or taking of Oil or Gas production 
from the Leased Premises. 

5. PAYMENT , S BMISSIO A1 D OTICES TO LESSOR: 

(a) 

(b) 

(c) 

(d) 

MONETA RY ROYALTY PA, 1ENT : All royalty owed to the GLO hereunder and not paid in kind at the election of the GLO shall be paid to the GLO 
at Austin, Texas, in the fo llowing manner: payment of royalty on production of Oil and Gas shall be as provided in tl1c Rules. The Rules currently provide 
that royalty on Oil is due a11d must be received in the GLO on or before the fifth (S'h) day of the second (2nd) month succeeding the month of production or 
such later date as may be prescribed in the Rules. Royalty on Gas is due and must be received in the GLO on or before the fifteenth ( 1 S'h) day of the second 
(2nd) month succeeding the montl1 of production or such later date as may be prescribed in the Rules. All royalty payments must be accompanied by the 
affidavit of the owner, manager or other authorized agent, completed in the fonn and manner prescribed by the GLO and showing the gross amount and 
disposition of all Oil and Gas produced and the market value of the Oil and Gas. Lessee must maintain, and make avai lable to the GLO upon request, copies 
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 1nemoranda of the amount produced and put into pipelines, tanks, or pools and Gas lines or Gas storage, and w1y other reports or 
records which the GLO 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 GLO. Each royalty payment shall be accompan ied by a check stub, schedule, summary or other re111illw1ce advice 
showing, by the assigned GLO lease number, the amount of royalty being paid on each lease. 

MAN ' ER A D TIMELI ESS OF PAYME T : A monetary royalty payment that is not submitted electronically shall be considered timely paid if 
delivered 10 the GLO on or before the applicable due date or if deposited in a postpaid, properly addressed wrapper with a post office or official depository 
under the care and cu tody of, and postmarked by, the United States Postal Service al least one ( I) day before the applicable due date. A payment that is 
submined electronically shall be considered timely paid if such payment is successfully transmined to the proper account with the Comptroller of the tate 
of Texas on or before the clue date. 

PENALTIES AND INTE l{ EST: Lessee shall pay penalties and interest due on late royalty payments and other sums due, and for failure to provide 
documents, (whether phys ical documents or information in electronic form), as provided by law or the Rules. The right to collect penalties and interest is in 
addition 10, and shall not in any way limit or restrict, the rights of the GLO to pursue other remedies at law or in equity, including without limitat ion 
forfei ture of this lease. If Lessee pays royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of fi ve percent 
(5%) on the royalty or twenty-five dollars ($25.00). wh ichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of ten 
percent ( 10%) of the royalty due or twenty-fi ve dollars ($25.00), whichever is greater. In addition to a penalty, royalties shall accrue interest when the 
royalty is sixty (60) days overdue. Affidavits and supporting documents which are not fi led when due shall incur a penalty in W1 wnount set by the Rules 
that were in effect on the date when tl1e affidavits or supporting documents were due. The Lessee shall bear all responsibi lity for paying or causing royalties 
to be paid as prescribed by the due date provided herein. Payment of the delinquency penally shall in no way operate to prohibit the State's right of fo rfeiture 
as provided by law nor act 10 postpone the date on which royalt ies were originally due. The above penalty provisions shall not apply in cases of title dispute 
as 10 the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. TRUE & CORRECT 

PA YME TS, OTICES, AJ D CORRESPONDENCE TO LESSOR: Lessee slrnll assure that all royalty pa rovalrv ftQg~p,~ 
rentals, and all other payments due under this lease, as well as documents , reports, notices, and other information, u ~l.tli'! IN 

3 REEVESCOUN'IY 
CLERKS OFFlCB 



payment or infom1a1ion be directed to another office, arc directed 10 the following address: 

lf to the owner of the soil, to the address fi rst listed above. 

lf to the GLO: 

Texas General Land Office 
P.O. Box 12873 
Austin, Texas 787 11-2873 

or 

• •• • • • •••• 

Texas General Land Office 
1700 N. Congress Avenue 
Austin, Texas 7870 I 

• ....... 
• • 

or such other address as may then be specified in the Rules. Any payments submiued electronically shall be delivered by electronic funds transfer to the 
proper account with the Comptroller. 

• 
•••• • • • • • 

• 
••• • • • ••• 

(e) NOTICES AND CORR ESPO 'DE CE TO LE SEE: Notices and correspondence to Lessee shall be sent to the address shown above or such other 
address as Lessee shall provide in writing to the owner of the soil and the GLO. Any such notice of change of address must specifically reference this Lease. 

6. RECORDS: 
••• • • • ••• 

• 
(a) RESERVE , CONTRACTS Al D OTHER RECORD Upon written request by the OLO, Lessee shall annually furn ish the OLO with its best possible 

estimate of Oil and Gas reserves underlyi ng this lease or allocable 10 this lease and shall furn ish the OLO 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, agreementi • 
or amendments. Such contracts and agreements when received by the GLO shall be held in confidence by the OLO unless otherwise authorized by Lessee. lflL • • •: 
other contracts and records pe~aining to the production, transportation, sale and marketing of the Oil and Gas produced from these Leased Premises, including • 
the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to audit, inspection, and 
exan1ination by the GLO, the Attorney General, the Governor, or the representative of any of them. : • • •: • 

• 
(b) PERM ITS, DRJ LLING RECORDS A D REQUIRED Fl LI GS: Written notice of all operations on this lease shall be submiued to the GLO by Lessee W:- •: • • 

operator five (5) days before spud date, workovcr, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the"• • 
GLO shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be 
suppl ied to tl1c GLO at the time they arc filed with the Texas Railroad Commission. All applications, pcrn1its, reports or other fil ings tl1at reference this lease 
or any specilic well on the Leased Premises and tliat arc submitted to tl1e Texas Railroad Commission or any other governmental agency must have tl1e word 
"State" as tl1e first word in the title. Additionally, in accordance with Railroad Commission ru les, any signage on the Leased Premises for the purpose of 
identi fying wells, tank batteries or other associated improvements to the land must also include the word "State." Divis ion orders must be submitted to the 
GLO within thirty (30) days of first production. GLO shall not be required to sign any division orders. Lessee shall supply the GLO with any records, 
memoranda, accounts, reports, cuttings ru1d cores, or other infom1ation relative to the operat ion of the above-described Leased Premises, which may be 
requested by the GLO, in addition to those herein expressly provided for. Lessee shall have a basic electrical log as defined by the Railroad Commission made 
on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described Leased Premises or such otl1er 
log or logs as a rcasonabl.e and prudent operator would nm ru1d shall transmit a complete suite of such logs on each well to the GLO within fifteen (15) days 
after the making of said logs. 

(c) PENAL TIES: Lessee shall incur a penalty whenever reports, documents or other materials are not fi led in the GLO when due. The penalty for late filing shall 
be set by the GLO administrative rule which is effective on the date when tl1e materials were due to the GLO. 

7. RETAINED ACREAGE: Notwithstanding any provision of tl1is 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 ru1d effect in whole or in part, two (2) years after the expiration date of the primary tern, it shall then tem1inate 
as to all of tl1c Leased Premises, EXCEPT as to the following acreage amounts for wells drilled under this lease capable of producing in paying quantities (including a 
shut-in Oi l or Gas well as provided in section 11 hereof), or a well that has been spud and upon which Lessee is then engaged in continuous drilling or reworking 
operations: (1) the lesser of 40 acres or the amount of acreage assigned to rut Oil well for proration purposes under special field rules; (2) the lesser of 80 acres or the 
amount of acreage assigned to a Gas well for proration purposes under special lield rules; (3) for horizontal drainhole wells the amount of acreage retained shall be the 
greater of 40 acres or the amount of acreage determined by the fol lowing fom1ula: 0.032 x L = A, where L = the length (in fee t) of the horizontal lateral component of the 
well from the first takepoint lo the la~t takepoinl and A = the area retained (in acres) provided that., if A is not divisible by tJ1e number 20, A will be rounded up LO the next 
number divisible by 20, i.e. (0.032 x 4500 feet = 144 acres, which rounds up to 160 acres); (4) if more acreage is required tJ1an is provided for in ( I), (2) or (3) above in 
order to obtain the maximum allowable under special field rules for the penniucd or producing interval or intervals, upon written approval from the GLO, such number of 
acres that arc required to obtain the maximum allowable as required by the special licld rules as approved by tJ1e Railroad Commission of Texas, or any successor agency, 
or other governmental authority having jurisdiction; or (5) the number of acres held in a pooled unit pursuant io Natural Resources Code Sections 52.15 1-52.154. After 
termination pursuant to this subsection, each tract retained shall be considered a separate lease and must be maintained independently. Lessee shall retain the right of 
ingress and egress on and across the tcrn1inated portion of the Leased Premises as may be reasonably necessary for tl1e continued operation of the portions of tJ1e lease 
remaining in force and effect Funher, Lessee shall retain an casement for its pipelines, tank batteries or other surface equipment or installations on the terminated acreage 
for so long as tJ1ey continue to be used for tJ1c development and operations on lhc retained acreage. 

(b) HORIZONTAL: Two (2) years after tJ1e expiration date of the primary term this lease shall funher tenninatc as to those depths stipulated as follows for each 
tract retained in section 7 (a) above: for vertical wells, I 00 feet true vertical depth below the deepest then producing perforations; for horizontal wells, 300 feet true 
vertical depth below the deepest depth reached by tl1e horizontal lateral between the first takcpoint and the last takepoint, and for acreage retained that is pooled or 
unitized, all dcptJ1s above and below the pooled or unitized interval. If a well has been spud and is being drilled over this termination date, the acreage retained by said 
well under section 7 (a) shall be he.Id as to all dcptJ1s until completion of tJ1c well, and upon completion of the well as capable of producing in paying quantities, the 
acreage retained shall then tem,inate as to tJ1ose deptJ1s as provided in tJ1is section. 

(c) IO ENTIFICATIO AJ O FILI 'G: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the fonn ofa square for venical 
wells or a rectangle for horizontal wells, with tJ1e well located in the center thereof, or such other shape as may be approved by the GLO. Within thirty (30) days after 
partial 1em1ination of this lease as provided herein, Lessee must execute ru1d record a release or releases containing a satisfactory legal description of tJ1c acreage and/or 
depths not retained hereunder. l11e recorded release, or a certilied copy of same, shall be filed in tJ1e GLO, within thirty (30) days of recording accompanied by tJ1e filing 
fee prescribed by the GLO rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases then the OLO, in its sole 
discretion, may designate, by wriuen instnnnent, the acreage and/or depths that have terminated hereunder, and record such instrument at Lessee's expense in tl1e county or 
counties where the lease is located and in tl1e official records of tJ1e GLO, and such designation shall be binding upon Lessee for all purposes. If at any time after the 
effective date of the partial tennination provisions hereof, the applicable field rules arc changed or the well or wells located tJ1ercon arc reclassified so tJrnt less acreage is 
thereafter allocated 10 said well or wells for production purposes, U1is lease shall thereupon tern1inatc as to all acreage not thereafter allocated to said well or wells for 
production purposes, and Lessee sha II file a release or releases in the same manner as provided above. 

(d) Fl ELD RULES A D EXCEM'IO S: If Lessee seeks to amend existing field rules to establish field rules applicable to the Leased Premises, and if Lessee 
requests a hearing for tJ1c amendment or establishment of field mies, or if Lessee requests the consolidation of existing field rules or an exemption from field rules or 
statewide mies, or if Lessee seeks to adopt field rules different from those in use in tJ1c immediate area, Lessee shall notify owner of the soil and the GLO of such request 
prior 10 any Railroad Commission hearing and provide all exhibits 10 tJ1c owner of the soil and tJ1c GLO relative to such hearing. Any attempt by Lessee to establish, 
amend, consolidate, or exempt such field ru les witJ1ou1 owner of the soil's and the GLO's prior consent shall not be applicable to tJ1e Leased Premises unless ru1d until 
such consent is given. 

8. OFFSET WELLS: If Oil and/or Gas should be produced in commercial quantities from a well located within one thousru1 'Ct of 'J;~ ~~~lw,I' 
or which well is draining the area covered by this lease, the Lessee shall, within one hundred ( I 00) days after such initial pro 1c draininS::@lifxSi<im well 
located within one thousand (1,000) feet from the area covered by lh1s lease, begin in good faith and prosecute diligently the d 1~ * eQR_~(!MN\l\.!JtJI.Fl9BD<lN 
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by this lease, and such offset well shall be dri lled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee shall 
use all means necessary in a good faith effort to make such offset well produce Oil ancVor Gas in commercial quantities. Only upon the determination of the GLO with its 
wrincn approval, may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this section. 

9. ORY IIOLE/CESSATIO , DRILLI 'G, A O REWORKING: 

(a) If, during the primary tenn hereof, within sixry (60) days of a lease anniversary date, (i) Lessee should complete a well as a dry hole, or (ii) production should 
cease, then the lease is maintained over the anniversary date without the payment of a delay rental. If a dry hole is completed or production or drilling operations ccas.e 
more than sixty (60) days before a lease anniversary date, a delay rental must be paid on or before such anniversary date to maintain the lease and upon failure to make 
such payment the lease shall temiinate unless otherwise held over the anniversary date by additional dri ll ing operations or re-establishment of production during the sixty 
(60) days prior to the anniversary date. If, during the last year of the primary term, the production of Oil or Gas should cease, Lessee's rights shall remain in full force and 
effect without further operations umil the expiration of the primary tenn; and if Lessee has not resumed production in paying quantities at the expiration of the primary 
temi, Lessee may maintain this lease by conducting additional drilling or reworking operations pursuant 10 section 9(b), using the expiration of tJic primary tenn as the 
date of cessation of production under section 9(b). Should the fi rst well or any subsequent well drilled on tJ1e above described land be completed as a shut-in Oil or Gas 

• •• well within tJic primary term hereof, Lessee may resume payment of the annual rental in tJ1c same manner as provided herein on or before U1c rental paying date following 
• • .iie expiration of sixty (60) days from the date of completion of such shut-in Oi l or Gas well and upon the failure to make such payment, this lease shall automatically 
•• •• tcnninatc. If, at tJ1e expiration of tJ1e primary 1en11 or any time thereafter, a shut-in Oil or Gas well is localed on the Leased Premises, payments may be made in 

• • • •• :,ccordancc witJ1 tJic shut-in provisions hereof. 
• • 

• (b) If, at the expiration of the primary term, neither Oil nor Gas is being produced from the Leased Premises, but Lessee is then engaged in drilling or reworking 
: • • • • Jlperations thereon, this lease shall remain in force so long as operations on said well or for drill ing or reworking of any additional wells are prosecuted in good fai th and in 
• • workmanlike manner without interruptions totaling more tJian sixty (60) days during any one such operation, and if such operations result in tJic production of Oi l ruicVor 

Gas, so long thereafter as Oil and/or Gas is produced in paying quantities from the Leased Premises, or payment of shut-in Oil or Gas well royalties or compensate" • • 
royalties is made as provided in tJ1is lease. • • • • • • 

• 
• •• (c) If, after the expiration of the primary tcnn, production of Oil or Gas from tJ1c Leased Premises, after once obtained, should cease for any cause, this lease shall 

• • • • • 1101 tcnninate if Lessee restores production in paying quantities within sixty (60) days after such cessation or commences additional drilling or reworking operations witJ1in 
sixty (60) days after such cessation, mid this lease shall remain in full force mid effect for so long as such operations continue in good faith and in workmanlike manne, • 
without interruptions totaling more tJian sixty (60) days. If such drilling or reworking operations result in the production of Oil or Gas, the lease shall remain in full fo~~ • • •: 
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 • 
tenninatc 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 sh~I. • •: • 
remain in effect so long as Lessee continues dri ll ing or reworking operations in good fo ith and in a workmanlike manner without interruptions totaling more than six~ 
(60) days. Lessee shall give wrinen notice to the GLO witJ1in thirty (30) days of any cessation of production. • •• :• • 

••• 
10. POOU G; ALLOCATIO ': (a) Lessee is hereby expressly prohibited from pooling or unitizing the Leased Premises or any interests therein with any other 

leasehold or mineral interest for the exploration, development and production of Oil or Gas or either of them without the express consent of the School Land Board and 
the Commissioner. A well, whether or not classified as an allocation well, that traverses multiple leases or units including the Leased Premises hereunder, one or more 
of which leases or units contains Oil and Gas owned by the state, and which well is 1101 associated with an agreement approved by the GLO and owner of the soil 
specifying the allocation of the production of state-owned Oil and Gas, is hereby expressly not pennitted and may not operate on or under this lease or a unit containing 
state-owned Oil and Gas without the prior wri nen consent of the Commissioner or his authorized designee, which consent may be granted or withheld in tJic 
Commissioner's sole discretion. 

(b) Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under tJiis lease with any other leasehold or mineral 
interest for the exploration, development and production of Oil or Gas or eitJ1er of thcrn upon the same terms as shall be approved by the School I ·rnd Board imcl the 
Commissioner fo r the pool ing or unitizing of the interest of Lhe State under this lease pursuant to Texas Natural Resources Code §§52. 151-52. 154. The owner of the soil 
agrees that tJie inclusion of tllis provision in this lease satisfies the execution requirements set out in Texas Natural Resources Code §52. 152. 

11. II f -1 ROYAL Tl ES: f'or purposes of tJiis section, "well" means any well that has been assigned a well number by the governmental agency having 
jurisdiction over the production of Oil ruid Gas. If at any time after tJ1e expiration of the primary temi of a lease tJiat, 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 (lack of suitable production facilities is not acceptable as a reason for making a shut-in payment if all or pan of such production facilities are owned and /or 
operated by Lessee, and tJ1c cause is due to Lessee's improper maintenance or neglect) or lack ofa suitable market, tJ1cn Lessee may pay as a shut-in Oil or Gas royalty an 
amount equal to double the annual rental provided in tJie lease, but not less than $1 ,200 a year for each well capable of producing Oil or Gas in paying quantities. IJ 
section 3 of this lease docs not specify a delay rental amount, then for the purposes of this section, tJic delay rental amoum shall be one dollar ($1.00) per acre. To be 
effective, each initial shut-in Oil or Gas royalty payment, accompruiied by the GLO Shut-In Affidavit, must be paid on or befo re: (1) tJ1e expiration of the primary tcmi, (2) 
Sixty (60) days after the Lessee ceases to produce Oil or Gas from the Leased Premises, or (3) Sixty (60) days after Lessee completes a drilling or reworking operation in 
accordance with the lease provisions: whichever date is the latest Such payment shall be made one-half ( l/2) to the Commissioner, and one-half( l/2) to owner of tJ1e soil. 
If the shut-in Oil or Gas royalty is paid, accompanied by the GLO Shut-In Affidavit, the lease shall be considered to be a producing lease and tJ1c payment shall extend tJ1c 
tcnn of tJ1c lease for a period of one ( I) year from the end of the primary temi, or from tJie first ( I") day of the month fo llowing the montJi in which production ceased, 
and, after that, ifaller a diligent effort, that being those ofa reasonable and prudent operator to obtain or repair the production faci lities or to obtain a market, no suitable 
production faci lities or suitable market for U1e Oil or Gas exists, Lessee may, upon written approval of Uic GLO, extend the lease for four (4) more successive periods of 
one (1) year by paying tJ1c sanic amount each year on or before the expiration of each shut-in year. 

12. COM PENSA TORY ROY AL Tl ES: If, during the period the lease is kept in cITcct by payment of the shut-in Oil or Gas royalty, Oil or Gas is sold and delivered 
in paying qumllities from a well located within one thousand (1 ,000) feel of the Leased Premises and completed in the san1c producing reservoir, or in 1t11y case in which 
drainage is occurring, the right to continue to maintain the lease by paying tJic shut-in Oil or Gas royally shall cease, bul the lease shall remain effective for tJ1c remainder 
of the year for which the royalty has been paid. Upon wrincn approval from the GLO, the Lessee may maintain lhe lease for fou r (4) 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 ( J/2) to the 
Commissioner, and one-half( l/2) to owner of the soil, beginning on or before the last day ofUie month following the month in which the Oil or Gas is produced from the 
well causing tJ1c drainage or that is completed in the s:1111c producing reservoir and located within one tJ1ousand (1,000) feet of the Leased Premises; if the compensatory 
royalty paid in m1y twelve ( 12) montJ1 period is in m1 amount less tlian the annunl shut-in Oi l or Gas royalty, Lessee shall pay mi mnount equal to the difference within 
thirty (30) days from the end of tJic twelve (12) month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor tJie 
obligation 10 dri ll offset wells as provided in N.R.C. Section 52.034; however, at the dctcnnination of the GLO, and witJ1 tJie GLO's written approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which arc not timely paid will accrue penalty and interest in 
accordance with section 5 of this lease. 

13. AUTIIORJZED DAMAGES. Lessee shall pay the owner of the soil fo r damages caused by its operations to all personal property, improvements, livestock and 
crops on tJie Leased Premises. 

14. E OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for drilling operations hereunder and solely upon the 
Leased Premises; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood, hydraulic fracturing, or 
completion operations, whether such water is from stock tanks, surface reservoirs, existing water wells, or streams on the Leased Premises, without the prior wrinen 
consent of owner of the soil. Lcssec·shall have Lhc right to use so much of the surface of the land that may be reasonably necessary for drilling and operating Oil and Gas 
wells mid 1rru1sponing mid marketing the production tJ1erefrom, such use to be conducted under conditions of least injury to the surface of the lruid. 

1 s. POLLUTION: In developing 1he Leased Premises, 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 fac ilities sufficient to prevent 
spillage, seepage or ground water contamination. In tJ1e event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutrmts and shall be responsible for all dmnage to public and private properties. Failure to comply with the requi rements of this provision may result in the maximum 
penalty allowed by Jaw including forfe iture of tJic lease. Lessee shall be liable for IJ1e damages caused by such fai lure and any costs and expenses incurred in cleaning 
areas affected by the discharged waste. 

16. JOENTIFICAT IO MARKERS: Lessee shall cr.:ct, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a 
legible sign on which shall be stated tJic name of tJic operator, the lease designation and the well number. Where 1wo or more wells on the same lease or where wells on 
two or more leases are connected to the same tank battery, whether by individual flow line connections direct to the t:mk " r by uTiRIDEr&t1G'rGifi~stem, 
each line between each well and such tank or header shall be legibly identified at all times, either by a fi m1ly anachcd ta -\ idcntifi~FPfle)FY painted on 

ORIGINAL FlLED IN 
s REEVES COUNTY 

CLERKS OFFICE 



such line at a distance not to exceed three feet (3') from such tank or header connection. Said signs, tags, plates or other identi fication markers shall be maintained in a 
legible condition throughout the 1ern1 of this lease. 

17: ASSIGNMENTS: (a) Subject to the right of the GLO to require a demonstration by the transferee ofiiS finruicial responsibility, this lease may be transferred at 
any lime; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly plugging abandoned wells removino 
plalfonns or pipelines or remediation of contamination at drill sites shall on ly pass 10 the trruisferce upon the prior wrincn consent of the GLO. Tiie GLO may ~cquire th~ 
transferee to demonstrate financial responsibility ruid may require a bond or other security. All transfers must reference the lease by the fi le number and must be recorded 
in the county where the area is located, and the recorded transfer or a copy ccnified to by the County Clerk of the county where the transfer is recorded must be filed in the 
GLO \~ithin ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the fi ling fee prescribed by the GLO rules in cfTcct on the date 
of receipt by the GLO of such transfer or cenificd copy thereof. Without limiting the liability of the original !cs ce or any prior transferee for !liat entity's debts owed 10 
the GLO hereunder, every transferee shall succeed 10 all rights ruid be subject 10 all obligations, liabilities, and penallies owed to the State by the original Jessee or any 
prior transferee of the lease, including any liabilities 10 the State for unpaid royalties. 

(b) Notwithstanding any provision in subsection 17(a), if the owner of the soil acqui res this lease in whole or in pan by assignment without the prior written 
• •• approval of the Commissioner, ihis lease is void as of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An assignmelll 
• .! •• t.vill be treated as ifit were made to tJie owner of the soil ifll1e assignee is: 

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

• 
•••• • • • • • (5) a panner 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 oftl1t:•• • • • 
soil; or • 

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

• •• 18. RELEASES: Lessee may relinquish the rights granted hereunder 10 the State at any time by recording the relinquishment in t:he county where this area is situated 
and filing !lie recorded rclinquishmelll or cenified copy of srunc in the GLO within ninety (90) days after its execution accompmiie<l by !lie filing fee prescribed by tt.! • : 
GLO rules in efTect on the date of receipt by the GLO of such rclinquishmelll or cenified copy thereof. Such relinquishment will not have the effect of releasing Lessee • •• 
from any liability theretofore accnied in favor of the Stale. • 

• • •••••• 19. WARRA TY CLA USE:. The owner of the soi l warrants and agrees 10 defend title to the Leased Premises. If the owner of the soi l defaults in payments owed °'1 

the Leased Premises, then Lessee may redeem the rights of the owner of the soil in the Leased Premises by paying any mongage, laxes or other liens on !lie Leased••••• 
Premises. If Lessee makes payments on behalfofllie owner of the soil under this section, Lessee may recover the cost of these payments from the rental and royalties ••• • 
due the owner of the soil. 

20. (a) PROPORTIO ATE RE:DUCrtO 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 royalt ies herein provided 10 be paid 10 the owner of the soil shall be paid to him in the proponion which his 
interest bears to the enti re undivided surface estate and the royalties herein provided to be paid to the GLO shall be likewise proportionately reduced. However, before 
Lessee adjusts the royalty due to !lie GLO, Lessee or his authorized representat ive must submit 10 the GLO a wrillen statement which explains the discrepancy between 
lhe interest purponcdly leased under this lease and the actual interest owned by the owner of the soil. If an undivided interest remains uni cased on the land covered by 
this lease on the date of fi rst production from the Leased Premises, !lie GLO shall be paid a royalty of twenty-five percent (25%) of !lie value of the Gross Production 
allocable to said unleased undivided interest payable on the same lcrnis and conditions as are provided in this lease for the payment of royalty to the GLO, until such 
time as the Lessee has recouped its drilling and completion costs ("payout") and upon payout the Lessee will give notice 10 the GLO and beginning on the first day of 
the month after payout !lie GLO shall be paid !lie value of I 00% of !lie Gross Production allocable to said unleased undivided interest less the proponionate operating 
costs. Upon written request from the GLO, the Lessee wi ll provide !lie GLO with a t itle opinion veri fying the percentage of unleased undivided interest on the Leased 
Premises. 

(b) REDUCHON OF PA YM E TS: If, during the primary tcnn, a port ion of the land covered by this lease is included within the boundaries of a pooled unit 
that has been approved by the School Land Board and the 0\\~1er of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or if, al any time after 
the expiration of the primary term, th is lease covers a lesser number of acres than the total amount described herein, payments tliat are made on a per acre basis 
hereunder shall be reduced according 10 the number of acres pooled, released, surrendered, or otherwise severed, so that payments detemiincd on a per acre basis under 
the 1ern1s 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 !lie expiration of 
the primary term, !lie number of acres actually retained and covered by this lease. 

21. LIE : In accordance with N. R.C. Section 52.136, !lie State shall have a fi rst lien upon all Oil and Gas produced from !lie area covered by this lease to secure 
paymenl of all unpaid royalty ru,d oll,cr sums of money !llal may become due under lliis lease. By acceptance of this lease, Lessee grants the State, in addition to !lie lien 
provided by N.R.C. Section 52.136 ru1d any other applicable statutory lien, an express contractual lien on ruid security interest in all leased minerals in and extracted from 
the Leased Premises, all proceeds wh ich may accrue to Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, ruid all 
fixtures on and improvements 10 !lie Leased Premises used in connection willi !lie production or processing of such leased minerals in order 10 secure the payment of all 
royalt ies or other amounts due or to become due under this lease and to secure payment of any damages or loss that owner of !lie soil may sufTer by reason of Lessee's 
breach of ruiy covenant or condition of this lease, whellier express or impl ied. This lease, when fi led in the real propeny records where the Leased Premises are located, 
and for purposes of perfecting owner of the soil 's lien on and security interest in all proceeds, shall constitute a financing statement under the Texas Uniform Commercial 
Code. 111is lien and security interest may be fo reclosed with or without court proceedings in the manner provided in Title I , Chapter 9 of the Texas Business and 
Commerce Code. Lessee agrees that the GLO may require Lessee to execute and record such instruments as may be reasonably necessary 10 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 GLO at !U1Y time dctennine lliat this representation is not trne, then the GLO may declare this lease forfeited as 
provided herein. 

22. FORFEITURE: If Lessee shall fail or refuse 10 make the payment of any sum within !liiny (30) days al1er it becomes due, or if Lessee or an authorized agent 
should knowingly make ruiy false return or false repon concern ing production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as 
required by law and !lie rules and regulations adopted by !lie GLO, or if Lessee should fa il 10 fi le reports in the manner required by law or fail to comply with rules and 
regulations promulgated by !lie GLO, !lie SLB or the Railroad Commission, or refuse the proper authority access to the records penaining to operations, or if Lessee or im 

authorized agent should knowingly fail or refuse to give correct in fomiation to the proper authority, or knowingly fail or refuse to fllmish !lie GLO a correct log of any 
well , or if Lessee shall knowingly violate any of the provisions of this lease, or if this lease is assigned and the assignment is not fil ed in !lie GLO as required by law, or if 
Lessee shall fai l or refu e to execute ruid fi le a release as required under this lease and by GLO rules, the rights acquired under the entirety of this lease shall be subject to 
forfeiture by !lie GLO, ruid it shall forfeit same when sufficiently informed of the facts which authorize a for feiture, and when forfei ted the area shall again be subject to 
lease. However, nolliing herein shall be construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising 
hereunder. Forfeitures may be set aside ruid th is lease and all rights thereunder reinstated before the rights ofruiother intervene upon satisfactory evidence to the GLO of 
future compliance with the provisions of the law and of this lease ru1d the mies and regulations that may be adopted relat ive hereto. Neither termination nor forfei ture of 
!liis lease shall have the effect of releasing Lessee from any liability theretofore accnicd in favor of the State. 

23. APPLICABLE LAWS AND DRILLI G RESTRICTION : This lease shall be subject to all niles ruid regulations, and amendments lliercto, promulgated by 
the Railroad Commission and the GLO governing drilling and producing operations on State land (speci fically including any rules promulgated that relate 10 payment of 
royalties, and auditing procedures, and shall be subj ect 10 all o!lier valid statutes, niles, regulations, orders and ordinances that may affect operations under the provisions 
of !liis lease. Without limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 10 be bound by mid subject to all statutory and 
regulatory provisions relating to the GLO's audit billing notice and audit heari ngs procedures. Said statutes arc currently found at N.R.C. Sections 52. 135 and 52.137 
through 52. 140. 

24. REMOVAL OF E:QUn>MGNT: Subject 10 limitations in this section, Lessee shall have the right to remove machinery and fixtures placed by Lessee on !lie 
Leased Premises, including the right 10 draw and remove casing, during or within six (6) months al1er the expiration or the tcmiination of this lease. However, Lessee 
may not remove casing from any well capable of producing Oil and Gas in paying quantities. Additionally, Lessee may 1101 draw and remove casing until after thiny 
(30) days written notice 10 the GLO and 10 the owner of the soil. If Lessee fa ils to remove such machinery and fixtures within the alloued time, then such machinery 
ruid fixtures shall, at the election of the owner of the soil, either become the property of the owner of the soil or the owner of the soi l mav have such machinerv and 
fix tures removed at the sole expense of Lessee. Notwithstanding the foregoing, if this lease is forfei ted or tcnninatcd for ru :(ll!SOI ,. esscJ'JM+jl;,~&;QM~~ing 
or any equipment from the Leased Premises u~til wells have been pl ugged to th7 satisf~ction of the Railroad Com'.nis /a~ .,, ve been ~<Dl!'cd and all 
debris has been removed from the Leased Premises, and owner of the sot! has provided wnllcn approval of all restoration * : ORIGINAL FILED IN 
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25. FORC:E M~J_EURE: If, in lhe last year of the primary term or thercaficr, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducung dn llmg operations thereon, or from producing Oil and/or Gas therefrom, afler effort made in good faith, by reason of war, rebellion, riots. strikes, fires, 
acts of God or any order, rule or regulation of governmental authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended upon 
proper and satisfactory proof presented to the GLO (the GLO should be notified within fifleen (15) days of any force majeurc event) and accepted by the GLO in support 
of Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith; and this lease shall be extended while and so long as Lessee is prevented, 
by any such cause, from drilling, reworking operations or producing Oi l and/or Gas from the Leased Premises. Lessee agrees to immediately notify the GLO when the 
reason for force m,ueurc has ceased. Notwithstanding anything contained herein to the contrary, a well being shut-in as a resul t of pipeline disruptions that arc subject 10 
section I I of this lease does not constitute an event of force majeurc, and Lessee's obligations under this lease arc not. for that reason, excused pursuant to this section 25. 

26. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said Leased Premises and 10 prevent thefl of Oil, Gas, and 
other hydrocarbons produced from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective 
devices on or m all access points at the lease's production. gathering, and storage systems where thefl of hydrocarbons can occur. Lessee shall be liable for the loss of any 
hydrocarbons resulting from thefl and shall pay the GLO royallics thereon as provided herein on all Oil, Gas or other hydrocarbons lost by reason of thefl . 

: • •• • 27. SUCCESSORS A D A IC S: ·n1c covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, 
•• •• administrators, successors or assigns of Lessee herein . 

• •••••• 
• • 28. VE UE: l lte owner of the soil and Lessee, including Lessee's successors and assigns, hereby agree that venue for ru1y dispute involving U1e GLO and arising out 

• of a provision of this lease, wheU1cr express or implied, regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes. or 
: • • • • ; dministrative rules, shall be in a court of competent jurisdiction either in Travis County, Texas, or in the county where the Leased Premises are located, at the option of 
• • the GLO. 

29. LA D PROTECTIONS: 
• •• • • • ••• 

• • 
• •• Lessee agrees to provide at least seven (7) days ' prior notice to owner of the soi l before commencing any surface operations on U1e Leased Premises, such notice to include 

• • • • • ,ocat ion of operations and work to be perfo1111ed. 

• • (a) Upon written request of owner of the soil, Lessee shall construct a fence around any drill site during drill ing operations, and if production is obtained, Lessee • .: 
shall construct a fence around all production facil ities capable of turning cattle and/or livestock. Lessee agrees to install gates at all fence crossings used by Lessee in•• 
connection with operations hereunder. Should a caule guard or guards be placed on the Leased Premises by Lessee, then such caule guard(s) shall be Jen in place and • 
become the property of owner o fU1e soil aflcr the expiration of U1is lease. : •• •: • 

• 
(b) Lessee shall 1101 cut any exterior or boundary fence nor open any locked exterior or boundary gates of the Leased Premises wiU1out owner of the soil 's pri~· :• • 

wriucn pennission, which shall 1101 be unreasonably wiU1hcld. • • • 

(c) No employee, representative, contractor or any other person allowed by Lessee to come upon the Leased Premises shall be pem1it1ed to hunt, fish, trap, or 
camp on the Leased Prcmi es, nor shall any such persons be pem1i11cd to bring alcoholic beverages or illegal drugs on to the Leased Premises at any time. 

(d) All pits used by or on behal f of Lessee during drilling operations on the Leased Premises shall be lined wiUt an impervious material so that no fluids may 
escape such pits. Lessee and its assigns shall not Jct any salt water or any 0U1cr deleterious substance nm on or over the Leased Premises, or Jct such substances run into 
owner of U1c soil 's stock tanks or any creek, stream, river or other body of water, aud absent owner of the soil 's prior written consent to the contrary, Lessee shall not use 
any wells on the Leased Premises for salt water disposal purposes. If owner of the soil elects to consent to the use of wells located on the Leased Premises for salt water 
disposal purposes, the parties shall enter into a separate agreement covering such disposal. 

(c) Upon completion or abandonment of any well or wells, Lessee shall fill and le\lel all slush pi ts and cellars and completely clean up the drilling site of all rubbish 
U1crcon and restore U1e surface to as near its original condition arid contours as is practicable. Lessee shall, while conducting operations on U1c Leased Premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage. Lessee shall maintain 1rash containers at all work sites during construction on the Leased premises. such 
trash containers to be located at entrances and exits on each side of the road and near places of high acti vity. Tru1ks ru1d equipment will be kept painted and presentable. 

(I) When requested by the owner of the soil, Lessee shall bury its pipeline below plow depth. 

(g) No drill site locations, storage 1anks, or treatment facilities shall be established within three hundred feet (300') of any residence or barn now si1uatcd on the 
Leased Premises without owner of the soil 's prior written consent. Lessee shall conduct all drilling and production operations cn1irely within each drill site. The owner of 
the soil shall have the right to participate in the selection of the location of roadways to and from any drill site on the Leased Premises and that prior to beginning 
operations hereunder, Lessee shall contact the owner of Ute soil for consent as to the location of such roadways, which consent will not be unreasonably withheld. 

30. DEFINHIONS: 

a. "llT " means British thcmial unit, which is the quantity of heat required to raise the temperature of one-pound avoirdupois of pure water from 58.5 
degrees f'ahrenhcit ("0 f'") to 59.5° f'. An MM Btu is one mill ion ( I ,000,000) Oritish thermal units. 

b. " Dry Gas" means a Gas that contains less than or equal to seven (7) lbs of water per million standard cubic feet. The volume of Gas, on a Dry Gas 
basis, shall be dctcm1ined by mathematically removing the water vapor from Gas that is partially or fu lly saturated with water vapor at measurement 
conditions of flowing pressure and temperature. The total energy content of Gas shall be the product of multiplying the volume of Gas, on a Dry Gas 
basis, times the heating value per unit volume, in Otu/SCf', on a Dry Gas basis, at the same base temperature and base pressure. 

c. "Gas" means methane and other Gaseous hydrocarbons, including Gaseous combustible, noncombustible, and inert clements, compounds, 
components or mixtures thereof, and Jiquefiablc hydrocarbons in the vapor stream. Gas volumes shall be calculated and reported, at the option of the 
GLO, in standard cubic feet (SCf'), one thousand (1 ,000) standard cubic feet of Gas (MSCF), or one million ( I ,000,000) standard cubic feet of Gas 
(MMSCF). 

d. "Gross Heating Value or UT Content" means the energy per unit volume represented by the number of BTUs produced by the complete 
combustion of one standard cubic foot of Gas (excluding hydrogen sulfide) at a temperature base of sixty degrees (60° F) Fal1rcnheit and pressure 
base of 14.65 pounds per square inch absolute. 

c. "G ross Productio n" means all Gas and flu ids brought from underground up to and through the well head, and includes: (i) all hydrocarbons produced 
in liquid fom1 as Oil or condensate at the well head and also all condensate, distillate, ru1d any other liquid hydrocarbons recovered from Oil, 
condensate, or Gas run through a separator or other equipment; (ii) all hydrocarbons and Gaseous substances not in liquid fonn produced from any 
well ; and (iii) natural Gasoline or liquid hydrocarbons, carbon dioxide, carbon black, sulfur or any other products produced or manufactured from any 
Gas or liquid. The Gross Production volumes of Oi l, condensate, and Gas includes all sales, custody transfer dispositions, and/or stored volumes and 
all non-sales disposition volumes, including but not limited to, lease use, fuel, vent, Jlarc, spills, uncontrolled releases, theft, and any other loss. The 
Gross Production of Gaseous hydrocarbons shall be adjusted and reported in MMOTUs. 

f. "Market Va lue" means the greatest of (i) the highest posted price, plus premium, if any, offered or paid for Oil, Gas, condensate, distillate, other 
hydrocarbons, or any Other Products produced or manufactured from the Oi l or Gas, of similar characteristics and type in the general area, (ii) the 
prevailing market price thereof in the general area, (iii) the proceeds of the sale thereof, or (iv) Lite highest value reasonably available to Lessee. The 
proceeds of sale shall include the total value accruing to the Lessee from the sale or use of the production, including proceeds and any other thing of 
value received by Lessee or the operator. 

g. " Marketable" means that sufficient infrastructure is in-place or installed to allow for the sale or delivery of merchantable Oil and/or Gas into the 
custody of an authorized carrier, receiving agency, or party. 

h. " Merchantable" means (i) with respect to Gas, a Gas that is commercially free of dust, sand, dirt, gum-fonning constituents, natural Gasoline, liquid 
hydrocarbons, water, inerts, and an.y other substances that may become separated from the Gas during han · thcreo~ ap~ Pl~ bf: j,JJJ.\\YWt-lA,yli(ity 
facilities, industrial, commercial, and/or residential users that would cause the Gas 10 be unmarketable J ~ dn1onatlrel!tfitg_'!(r)tl/<)f)1t'6cdssmg 
to be ready for use and consumption (sale and use), and (ii) with respect to Oil, a crude Oil, conclen _ t iquid ltyJ;QJll*irGlR:covercd in 
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liquid_ form from ru1y h_Ydrocarbo~ production (oi l or Gas) produced on or from the Leased Premises that is suitable for nonnal refinery processing, 
sufficient ly free of foreign contaminants or chemicals, and meets the appropriate pipeline or truck haul specifications for sediment and water. 

i. " aturn l Gas Liquids (NG Ls)" means those hydrocarbons liquefied, removed, recovered, or condensed from natural Gas at the surface in field 
production facil it ies as Oil or condensate or in natural Gas processing plants as Oil or stabilized condensate ruid as raw mix liquids prior to separation 
down lo their base components. Natural Gas liquids that are not recovered or removed as condensate in plant systems located on or off the Leased 
Premises or in a Processing Plant consist of either: (i) Raw Mix, or (ii) component plant products consisting of merchantable and marketable 
commercial grades and/or blends of each of the individual components, afier fractionation, of ethane, propane, iso-butane, normal butane, and natural 
Gasoline that include pentanes plus (iso-pentru1e, nonnal pentane and hydrocarbon components of higher molecular weight). 

j. " on- Processed Gas" means all hydrocarbons and Gaseous substances not defined as Oil, that arc not processed in plant systems located on or off 
the Leased Premises or in a Processing Plant Lo remove or extract Natural Gas Liquids to produce a Pipeline-Quality Natural Gas or Residue Gas 
(although the ten11 includes such substances that have been removed from the Gas that include, but arc not limited to, carbon dioxide, sulphur, water, 
or any other consti tuent or component necessary to produce a Pipel inc-Quality Natural Gas). 

k. "Oi l'' means all hydrocarbons produced in a liquid fonn at the mouth of the well and also all condensate, distillate and other liquid hydrocarbons 
recovered in liquid form from any hydrocarbon production (oil or Gas) produced on or from the Leased Premises when run through a separator or 
other equipment that is stored at pressures less than or equal 10 15 pounds per square inch gauge, and that is not extracted in the form of Raw Mix in 
plant systems located on or off the Leased Premises or in a Processing Plant prior to fractionation. All Oil volumes shall be corrected from the 
measurement condition to report the produced volume of Oil in Stock Tank Barrels at Stock Tank Conditions per the applicable APl MPMS 
s1ru1dards. 

I. " Pipeline-Quali ty atural Gas" means a natural Gas that is merchantable and marketable that meets an interstate or intrastate transmissi~ • • • • 
company's minimum specifications with respect to (i) delivery prcssure,(ii) delivery temperature, (iii) BTU content, (iv) mercaptru1 sulfur, (v) totar• • 
sulfur, (vi) moisture and/or water content, (vii) carbon dioxide, (viii) oxygen, (ix) total inerts {the total combined carbon dioxide, helium, nitrogen, • 
oxygen, and any other inert compound percentage by volume), (x) hydrocarbon dew point limits, (xi) merchantability, (xii) content of any liquids at or 
immediately downstream of the delivery point into a pipeline, and (xiii) interchangeability with the typical composition of the Gas in the pipeline with 
respect to the following indices: Wobbe Number, Lifting Index, Flashback Index, and Yellow Tip Index per AGA Bulleti n No. 36. • • • : 

•••• 
m. " Processed Gas" means natural Gas processed in a Processing Plant(s) located on or off the Leased Premises where Gas is processed to remove or • 

extract liqucfiable hydrocarbons or Raw Mix from the natural Gas stream to produce a Pipeline-Quality Natural Gas or Residue Gas, NGLs, and othQf • 
products, and as used herein includes the Residue Gas, the Raw Mix (and resulting NGLs), and other products. : • • • • • 

•••• 
n. " Processing Plant" means plant systems, located on or off the Leased Premises, that include a Gas processing plant, natural Gasoline plant, Gasoline •• • : 

plant, or other plant where raw unprocessed natural Gas is processed 10 remove or extract Raw Mix from the natural Gas suerun to produce a Pipeline­
Quality Natural Gas or Residue Gas and other products, and the Raw Mix is then either (i) separated by fractionation down to its base components 
prior 10 storage and/or transport that meets or confonns to all applicable Gas Processors Association (GPA) Standards and/or Specifications fo r the 
commercial sale of each liqucfiable hydrocarbon product, or (i i) trru1sported to another plant for separation down to its base components by 
fractionation prior to storage and/or transport for the commercial sale of each liquefiable hydrocarbon producL Any deductions, costs, or processing 
fees associated with the removal or recovery of Natural Gas Liquids is strictly limited to only that part of any Processing Plant or facility where Raw 
Mix is recovered, ru1d if appl icable at that plant, also fractionated to their component parts. 

o. "!law Mix" means a mixture of Natural Gas Liquids (NG Ls) that has a true vapor pressure greater than fifteen (15) pounds per square inch gauge at 
100 degrees Fahrenheit (°F) prior to separation down to its base components by fractionation, typically consisting of a mixture of liqucfiable 
hydrocarbons, including but not limited to, Ute natural Gns liquids ethime, propw1c, iso-butane, normal butane, and natural Gasoline that include 
pentanes plus (iso-pentanc, nom1al penlane and hydrocarbon components of higher molecular weight). 

p. " Ready fo r ale and Use" means U1c fo llowing: 

q. 

r. 

s. 

1. For Oil : Oil that is merchantable and marketable and otherwise in a condition such that the Oil is suitable for transfer of 
O\\~tership and will be accepted by a purchaser under a sales contract rypical for the field or area. 

ii. For on-Processed Gas: A Pipeline-Quality Natural Gas that is merchantable and marketable and otherwise in a condition 
suitable for transfer of 0\\~1crship such that the natural Gas or other Gas product wi ll be interchangeable with and accepted by a 
purchaser under an interstate and/or intrastate Gas sales contract typical for the field or area for use by an industrial, 
commercial, and/or residential user. 

iii. For Residue Gas: A Pipeline-Quality Natural Gas at the tailgate of the only or last stage of Gas processing to remove Natural 
Gas Liquids that is merchantable and marketable and otherwise in a condition suitable for transfer of ownership such that the 
natural Gas or other Gas product wi ll be interchangeable with and accepted by a purchaser under an interstate ru1cl/or intrastate 
Gas sales contract typical for the field or area for use by an industrial, commercial, and/or residential user. 

iv. For at ural Gas Liquids: (A) merchantable w1d marketable Raw Mix at the point sold as such to a third party at anns' length, 
or (13) mcrchw11ablc and marketable Natural Gas Liquids at the tailgate of a Processing Plant after fractionation that arc suitable 
for transfer of ownership that will be interchangeable with and accepted by a purchaser for sale or use by an industrial and/or 
commercial user. 

v. For Other Products: Products that arc in a condition that will be accepted by a purchaser under a sales comract typical for the 
fie ld or area for use by an industrial or commercial user. 

"Residue Gas" means (i) the material that remains afler a separation, treatment, or Gas conditioning process, and (ii) that Gas remaining afier the 
recovery of atural Gas Liquids to produce a Pipeline-Quality Natural Gas. If Lhc Gas is processed to remove liquefiablc hydrocarbons in a series of 
Processing Plants, then the Residue Gas is that Gas remaining aflcr the recovery of Natural Gas Liquids to produce a Pipeline-Quality Natural Gas at 
the last Processing Plant in the series. 

"Stock Tank Barrel" means the volume of liquid hydrocarbons that is equivalent to the volume of forty-two (42) U.S. gallons at atmospheric 
pressure and 60 °F. 

"Stock T ank Conditions" means a stock tank meeting all applicable API specifications and requirements at atmospheric pressure w1d 60° F. 

3 1. DISCLOSURE CLA SE. All provisions pertaining to the lease of the Leased Premises have been included in this instrnmcnt, including tl1c 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 ru1d 
Gas from the Leased Premises which arc not contained in th is lease arc invalid. 

32. 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 tl1c Leased Premises. 
When the interests of tl1c owner of the soi l connict with those of the State, tltc owner of the soil is obligated 10 put the State's interests before his personal interests. 

33. [ DEMN ITY. Lessee hereby releases and discharges U,e State of Texas and the owner of the soil, their officers, employees, partners, agents, contractors, 
subcontractors, guests, invitees, ru1d tJ1eir 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 arc _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 Prc1111ses hereunder, or that may 
arise out of or be occasioned by Lessee's breach of any of the tem1s or provisions of this lease, 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 hannlcss the State of Texas ru1d the owner .,_,- c · • thciif<RU&&~Ri:CT 
and agents, their successors or assigns, against ru1y and all claims, liab,lities, losses, damages, actions, personal mjury (includi, ~ and expoofl'P1"(9\bCr 
harm for which recovery of damages is sought, under any theory including tort, contract, or strict liabi lity, including attorneys' . * ~tt1em1'.f.''F'tf!M) IN 

s ~., J:·. REEVES COUNTY 
,., .\ co" CLERKS OFFICE 
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those related to environmental hazards, on the Leased Premises or in :my 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 or the tcm1s or provisions of this lease 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 
lease, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold hannless 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 EX.PRESSLY LIMITED IIEREIN, ALL OF TH E I DEMNITY OBLIGAT IO A D\OR LlABI LIT IE ASSUMED UNDER TIIE 
T ERMS OF TIHS AGREEM ENT SHALL BE WITIIO T LU\11T A D WITIIO T REGARD T O TIIE CA SE OR CA SES TH EREOF (EXCLUDING 
PRE-EXIST! G CO DITIONS), STRICT LIABILITY, OR T IIE NEGLIGE CE OF A Y PARTY OR PARTI E (I CLUDCNG T IIE 'EGLIGE CE OF 
T II E I DEMNIFIED PARTY), Wll ETI IER CH 'EGLIGE CE BE SOLE, J OI T, CONCURR ENT, A ri ve, OR PASSIVE. 

34. ENVIRO M ENTAL 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 waiers, groundwater, sediments, and surface or subsurface strata, ambient air or any other cnvironmenrnl medium in, on, 
or under, the Leased Premises, by any waste, pollutant, or contaminant. Lessee shall not bring or pennit to rema in on the Leased Premises any asbestos containing 

: • •• ~ aterials, explosives, tox ic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as tl1e tcmi "Hazardous ubstance" is 
•• •• defined in tl1c Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, ct seq.), or toxic substances under any 

• • ••• 1ederal, state, or local law or regulation ("llazmdous Materials"), except ordinary products commonly used in connection with Oil and Gas exploration and 
• ~ eveloprnent operations and stored in the usual manner and quantities. LESSEE'S V IOLA T IO Of. T l IE FOREGOING PROl I IBITION SllA LL CO TITUT E 

• A MAT~RlAL BREACH A D DEFA LT HEREU DER AND LES EE llALL I DEM IFY, HOLD HARMLESS A D DEFE D TIIE STATE OF 
•••• T EXAS AND T IIE OWNER OF n rn SOIL f.ROM AN D ACAi ST ANY CLAIM ' DAM_AGES, JUDGM E TS, PE ALTIE I LlABILITIES, AND 
: •• ·coSTS (I CLUDL G REA ONABLE ATTORNEY I f.EES A D COURT co TS) CAUSED BY OR ARISI GOUT OF ( I) A VIOLATION OF THE 

FOREGOING PROHIBITION OR (2) T HE PRESENCE, RELEASE, OR DI PO AL OF A Y llAZA RDOU MATERIA LS ON, U DER, OR ABOU"i • • 
T HE LEASED PREMI ES DURING L ES EE'S OCCUl'ANCY OR CONT ROL OF T HE LEA ED PREMISES. LES EE SIIALL CLEA UP, REMO\lt. . • • • 

• REM EDY A D REPAm A Y OIL OR GRO D WATER CONTAM I ATIO A D DAMAGE CAUSED UY T HE PRESE CE OR RELEA E OF • 
• •• A Y l lAZARDOUS MATERIALS I , 0 , UNDER, OR ABOUT T HE LEA ED PREMI ~:S DURI G LESSEE'S OCCUPA CY OF TIIE LEASED 

• • • •• 1>REM ISES I CO FORMA CE WITII T IIE REQUIR EMENT OF APPLICABLE LAW. TI ii INDEM IFICATION A D ASSUMPTIO SllALL 
APPLY, BUT IS 'OT LIMITED TO, L lABILITY FOR RESPO SE ACTI O UNDERTAKEN P R ANT TO CERCLA OR ANY OTHEI\ • 
ENVIRO MENTAL LAW OR REGULATION. LESSEE SllALL IMMEDlAT ELY GIVE TII E TAT E or, TEXAS A D TIIE OWNER or, T HE sort_ ••• : 
WIUTTE 'OTICE OF ANY BREACH OR S SPECTED BR EACH OF T HIS PARAGRAPH, UPON LEARNI G Of, T IIE PRESENCE OF A Y • 
llAZARDO s MATERIALS, OR PON RECEIVI G A NOTICE FROM A y GOVER 'ME TAL AGE CY PERTAI L G TO l lAZARDou.-; • 
MAT ERLALS WIIICII l\llA Y AFFECf T HE LEASED PREMISES. T II E OBLIGATIO 'S OF LES EE HEREUNDER l lA LL URVIVE T Hf:••••• 
EXPIRATIO ' OR EARLIER TERJ\1rNATIO ' , FOR Y REA O , OF T l-HS LEASE. 

35. EXECUT IO : This lease must be signed and acknowledged by the Lessee before it is fi led of record in tl1c county records and in the GLO. 

• ••• • • • •• • 

36. LEASE Fl LI G: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in tl1e office of the County Clerk in any county in which 
all or any part of lhe Leased Premises is located, and certified copies thereof must be filed in the GLO. This lease i not efTective until a certified copy oftl1is lease (tliat is 
made and certified by tl1e County Clerk from his records) is fi led in the GLO in accordance witl1 Texas Natural Resources Code Sec. 52. I 83. Additionally, this lease shall 
not be binding upon the State unless it recites the actual and tnie consideration paid or promised for execution of tl1is lease. The bonus due the GLO and the prescribed 
filing fee shall accompany the ccnified copies sent to tl1c GLO. 
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LESSEE: 

BHP BILLITON PETROLEUM PROPERTIES (NA), LP 
By: Bl IP Billiton Petroleum Propert ies (GP), LLC, 
Its General Panner 

BRIAN F_ OWE , 

oA r E:. __ G--+-\ ....,,I o'-l\r-'-'1_0_1_lQ:....__ _ _ _ 
• •• • • • •• •• 

• ....... 
• • 
• . " .. • • • • • 

• ST A TE OF ..,_T=E.,_.,X"'"'A""S _ _ _____ _ 

•• • •• COUNTY OF /1 - . 
• • • -lJ..A-1).L:t.[ 

LESSOR: 

MARGARET S_ SHOCKLEY TRUST 

... .. . ~ 

••• 
(ACKNOWLEDGMENT) 

BEFORE ME, !he undersigned authority, on this day personally appeared Margare1 S. Shockley • • ~ •: 
known to me to be the person whose name is subscribed 10 the foregoing instnnnent as Trustee '"• 
of the MA RGARET S. SHOCKLEY TRUST and acknowledged to me that she executed the same for the purposes and considerat ion therein expressed, in the capacity • 
stated, and as the act and deed or said trusL ~ • • •: • 

• 
Given under my hand and seal of office this the 2,~ day of ~~ 

STATE OF .,_T"'"EX'-'-'-'-A,,_S ______ _ 

COUNTYOF~H~A=R~R=IS'--- - ---

PAT C-JOHNSON 
My Notary ID# 11727590 No 
Expires February 9, 2020 

2016_ 

(CORPORATION ACKNOWLEDGMENT) 

. , .. .. .. . , .. 

BEFORE ME, lhc unders igned authority, on U1is day personally appeared .!.!B~ril!!.a1~1 LF~-O>!.\~V:!<!e1L1 - - -------------------
known to me to be the person whose name is subscribed 10 the foregoing instrument as ,.,A"'tt,,_orn.....,,,_ev,.c-.,,in"'-'"'Fa..,c'-'-l ___________________ _ 
ofBI IP Billiton Petroleum Properties (GP), LLC general partner ofBI IP BILLITON PETROLEUM PROPERTfES [N A.), LP, a Texas limited partnership 
and acknowledged 10 me that he executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act mid deed of said limited 
partnership_ 

Given under my hand and seal of office this the /t> /) 

,,,, ..... .,,,,, LYNN LATIOLAIS 
' """"Y Pue,, /f -~~-----~"'\ No ta1y Public. Slate 0 1 Texas 

=-:.0,:..r<..:f~ Co mm _ Expires 10-10-201 7 
~-,;,/o,-;,\~,,~ Nota 1v 10 2107 36-6 

'''""'' 

TRUE & CORRECT 
COPY OF 

ORIGINAL FILED IN 
REEVES COUN1Y 
CLER.KS OFFICE 

day of ~v , 2016_ 

NotaryPu~~he~~~ 

•• 

- ·- .l.O 
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EXPLO N LANO SERVICES, LLC 

••• • • • •••• 
• •••••• • • 

• 
•• •• • • • • • 

• 
• •• . . . . 
••• 

, e c1 eneral Land Office 
Date Type Reference 
8/1/2016 Bill Filing Fees 

Iberia Bank 

... 

Original Amt. 
25.00 

8/1/2016 
Balance Due Discount 

25.00 
Check Amount 

Payment 
25.00 
25.00 

7886 

X 25.00 



• •• • • • •• •• 
• •• •••• • • 

• 
• • • • • • • • • 

• 
• •• • • • • •• 

EXPLORATION LAND SERVICES, LLC 
4021-B Ambassador Caffery Pkwy, Suite 200 , Lafayette, Louisiana 70503-5281 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

August 2, 20 16 

Mr. Drew Reid 
Texas General Land Offi ce 
1700 Congress A venue 
Stephen F. A ustin Building, RM 847 
Austin, Texas 7870 I 

Re: Oil, Gas and Mineral Lease 
MF I 16482 F 
Secti on 44, Block 57, T2, T&P Ry. Co. Survey 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewj th, please find one ( I) certifi ed copy of an Oil and Gas Lease taken in the name of 
the State of Texas, in favo r of BHP Bil liton Petroleum Properti es (N.A.), LP, li sted as fo llows: 

Lease No. 
ELS-0357 

Date 
04/27/20 16 

Lessor 
Margaret S. Shockley T rust 

Also enclosed, please find a check in the amount of $25 .00. This amount covers the fi ling fees fo r 
the lease taken in the name of the State o f Texas@ $25 per lease. Be advised that the fees fo r the 
tract listed unde r ELS-0357 @ $ 100 per tract, was previously paid by check number 5674, issued 
Apri l 7, 2014. This should cover all required fees associated with the above li sted lease. 

Please sign and return the copy of the check to me in the enclosed prepaid envelope. I trust that 
yo u will not hes itate to ca ll me w ith any questi ons that you may have concerning this matter. 

Natalie Holeman 

encl. 



PETROHAWK ENERGY CORPORATION 

PETROHAWK ENERGY CORPORATION 

• 

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

1 5731 

1 5731 

I 
k 

~Q · a\ 
D <x) \ 

\ ) 

5 11,311 !39287 • 
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EXPLORATION LAND SERVICES, LLC 
4021-B Ambassador Caffery Pkwy, Suite 200. Lafayette. Louisiana 70503-5281 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@explorationland.com 

May 12, 20 16 

Mr. Drew Reid 
Texas General Land Office 
I 700 Congress A venue 
Stephen F. Austin Bui lding RM 847 
Austin, Texas 78701 

Re: Oi l, Gas and Mineral Lease 
Section 44, Block 57, T2, T&P Ry. Co. Survey 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

Enclosed herewith, please find one ( I) check, made payable to the Commissioner of the General 
Land Office. Also enclosed is a report prepared for you containing a calculated breakdown of the 
interest and property the check covers, as well as a copy of the lease that has been executed b y the 
so il owner. A certi fied copy will be submitted upon recordation of said lease. Please sign and 
date the copy of the check and return in the enclosed prepaid envelope. 

Date 
05/09/20 16 

Check No_ 
1573 1 

A mount 
$ I 0,000.00 

Lessor 
Margaret S. Shockley Trust 

I trust yo u w ill not hesitate to call me with any questions that you may have concern ing this matter. 

Sincerely yo urs, 

Natal ie Holeman 

encl . 
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PETROHAWK ENERGY CORPORATION 

X ., 

PETROHAWK ENERGY CORPORATION 

18164 

18164 

10142/10142 

••• • • • •••• 
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EXPLORATION LAND SERVICES, LLC 
4{)21-B Ambassador Caffery Pkwy, Suite 200. Lafayette. Louisiana 70503-5281 • Phone: 337.234.3500 • Fax: 337.234.3525 • Email: contact@exploral1onland.com 

September 7, 201 6 

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

Re: Oil, Gas and M ineral Lease 
Section 44, Block 57, T2, T&P Ry. Co. Survey 
Reeves County, Texas 

Dear D rew: 

Via FedEx 

Enclosed herewith, please find one (I) check, made payable to the Commissioner of the Genera l 
Land Office. Also enclosed is a report prepared for you containing a ca lculated breakdown of the 
interest and property the check covers, as well as a copy of the lease that has been executed by the 
so il owner. A certifi ed copy wil l be submitted upon recordati on of sa id lease. Please sign and 
date the copy of the check and return in the enclosed prepaid envelope. 

Date 
08/22/2016 

C heck No. 
18 164 

A mount 
$ 10,833.34 

Lessor 
Jo Ann Shaw Barber Trust 

I trust yo u will not hesitate to call me with any questions that you may have concerning th is matter. 

S ncerely yo urs, 

1 
encl. 
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EXPLORATION LAND SERVICES, LLC 
4021-B Ambassador Caffery Pkwy, Suite 200, Lafayette, Louisiana 70503-5281 • Phone: 337.234.3500 • Fax: 337.234.3525 . Email: contact@explorationland com 

November 18, 20 16 

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

Re: O il , Gas and Mineral Lease 
MF- 116482 

cction 44 Blk 57 T-2. T&P Ry CQ Survey 
Reeves County, Texas 

Dear Drew: 

Via FedEx 

-~-

Enclosed herewith , please find one ( I) certified copy of an Oil and Gas Lease taken in the name 
of the State ofTexa , in favo r of BHP Billi ton Petroleum Propert ies (N.A.) LP, listed as fo llows: 

File No. 
16- 14490 

Date 
08/05/20 16 

Lesso,· 
Jo Ann Shaw Barber T rust 

Also enclosed, please find a check in the amount of $25.00. This amount covers the fi ling fees 
for the lease taken in the name of the State of Texas @ $25/per lease. Be advised that the fees for 
the tract listed o n said lease were previously paid by check number 5674, issued Apri l 7, 2014 @ 
$ 100/per tract. This should cover all required fees associated with the above listed lease. 

P lease sign and return the copy of the check to me in the enclosed prepaid envelope. I trust yo u 
will not hesitate to call me with any questions that you may have concerning this matter. 

Natali e Ho leman 

encl. 



EXPLORATION LAND SERVICES, LLC 
4021-B AMBASSADOR CAFFERY PARKWAY, SUITE 200 

LAFAYEITE, LA 70503 
(337) 234--3500 

• IBERIABANK 
84-704 1/ 2652 

17703950 
8035 

11/18/2016 

PAY TO THE Texas General Land Office 
ORDER Of=----------- -------------- ----- - --- $ **25.00 

Twenty-Five and O O / 1 0 0 ** * ***** ************** ******** ***** ************** ******* *********·*********** ************ ************* 
------- --------------------------------- ---DOLLARS i 

MEMO 

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

11• 0 0 8 0 :l 5 11• 

EXPLORATION LAND SERVICES, LLC 

Texas General Land Office 
Date Type Reference 
11/18/2016 Bill Filing Fees 

Iberia Bank 

Original Amt. 
25.00 

,. 

11/18/2016 
Balance Due Discount 

25.00 
Check Amount 

6 

8035 

Payment 
25.00 

>< 25.00 

} ' 
I ~ OJ05 

\..I 0 

25.00 
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Gcncr1 l l,..n nd om~ 
Rr linq11 l!l l11ntnl c1 Lcnsc f orm 
Revised 7/16 

~ustin, Utexas 

O IL AND GA LEA E 
NO. 

16-14490 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Nov 03, 2016 at 11 :25:00 AM 

TIIIS OIi AND OA U,A E ,s made and entered 11110 10 be clTccu,c August 5, 2016 (1hc "clTccuve daic"), by and between 1he 1a1c or re-as, 

acung bi and through nsagcn~ JO ANN SHAW BARBER TRUST, represented herein by Heritage Trust Company, Trustee 

whose odd,css is 2802 W. COUNTRY CLUB DRIVE, OKLAHOMA CITY, OKLAHOMA 73116 
said ogen1 heron referred 10 as the Cl"Tler of the soil (Y.hc1hcr one Of more) ("OY.Tlcr of lhc soil"), and BHP BIUITON PETROlEUM PROPERTIES (NA). LP ("'Lessee'), 

"hosc addrcss ,s POST OFFICE BOX 22719, HOUSTON, TEXAS 77027-9998. 

I. C R,\ TING LAU [: R f_:s[RVAT ION: llONUS. For ~ood and valuable coo,,dcrauon. 1he rcce1p1 and sufficiency of which arc hereby acknowledged, and 1he 
CO\c:na.nls contained herein, lhc St~tc ofTcu.,. acting by and 1hrough the owner of the soel. hcrcb) dmnscs. granis. leases and lets unto Lc:sscc the non~'lclusl\c nght lo 
nplore for and the c,clusl\c ngh110 produce and lake, 0,1 and/or Go, from the LnJ<d l',crn,... (defined below) on the 1cnm and condn,ons .. , ou1 on uu, lea,e Lessee'• 
nghr hereunder 10 cicplorc for 011 and Gas from the Lensed P,cm,scs 1s non--e'Cclus, ... c The Te'<OJ General Land Office (the "GL.O'") C'<prcssly rclnms and rcscn,cs the 
concurren1ngh110 y.mn1 third pames (1) seismic, geophysical and gcolog1ca.l pcmms. and to en1cr m10 other agrccmcn1s w,th 1h1rd pa.mes. y,,tuch permits or agreements 
shall allow such 1h1rd panics to conduct gcophys,cnl. geological. or sc1sm1c surveys on. O'-Cr under. through, and across the land CO\crcd herein during the term of 1h1s 
ICMc. and v.h1ch SC1\m1c, geophys11: .. 1, or gcolOH1cal survc~s shall no1 unceasonobly 1n1crfecc W'l lh Lessee's dntlsng or production 11c11v111cs on 1hc Premises. and (11) 
ingress and egress and u.sc of the LeMcd Prcrmscs by the GLO and IIS lcssccs and pcrm11tecs to c1tplorc for and produce minerals 1ha1 arc not covc.-cd. or Ihm m1ijht no« 
be co ... cr«I 1n the future. under the Icons of this leas~ but 1ha1 might be located v.1th1n the surface boundancs of the Leased Premises All of &he nghts in and 10 the 
Leased Premises rctmncd by the GLO and all of the ngh1s 1n and to 1he Leased Premises granted 10 Losee hc1c111 shall be exercised m such a manner dull neither shall 
unduly m1crfcrc "11h the opcrnuon, of 1hc other 11111 lease 1s mndc 11nd cn1ercd 11110 subJcct 10 any C"<1st1nj nghts of wtl)', casements, geophysical or gcochcm,cal 
cxplora1,on permits 

The bonu, con,1dem11on pa,d ror lhl! lea,e " as follows 

To1hc S1o1corTcxa., TEN THOUSAND EIGHT HUNDRED THIRTY-THREE AND 34/100 

Dollars (S 10,833.34 

To 1hc ownerof1he so,1 TEN THOUSAND EIGHT HUNDRED THIRTY-THREE AND 34/100 

Dollar,($ 10,833.34 

T0tal bonuuoru,dcrauon TWENTY-ONE THOUSAND SIX HUNDRED SIXTY-SIX AND 68/100 

Dolln,s (S 21 ,666.68 

The 10101 bonus con,,dcmuon po,d rcprcscnlJ a boml! or three thousand lwo hundred fifty 
acre. on 6.66666667 net acres -- --

dollarJ IS 3,250.00 J per 

2. TEll..M. Tlus lcnsc shall be for n tcnu or __ three ( 3 ) years cormncncm~ on 1hc c1Tcc1we dnte (lhc "pmnary term"), and as long thereafter ns OIi Of Gas 
IS produced on poyong quan1111cs from 1hc folloY.1ng "Leased Prem,..,." (hereon so called), 10-wll 

Par11 ecuon All of the E/2 of Section 44, Block 57, Township 2, A-2458, T&P RR Co. Survey, Reeves 
County, Texas, containing 320 acres, more or less. 

moci. 57 T2 

••• ••• •• • • . • . • • • 0 • • •• •• • • 
" • • 

•• • • • • • • • • 

•• • . . 
• •• • 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne 0 . Florez, County Clerk 
Page \ of~j ,_4'..__ 



• • • 

Gran1cc W.T. Slmerley, A-6029 
Acres 320 
Counly Reeves 

3. o•:1 Y RE TALS. If no well is commenced on the Leased Pre.mises on or before one (I) ,ca, from the cffcc1,,c date. th,s lc.,.sc shall tcrm1nn1e. unless on or 
before such ann1,ersary da1c Lessee shttll pay 10 the owner of1hc soil or 10 h11 crcd111n the Onnlo.. 
at or 1rs successors (v.h1ch shall continue as rhc depository regardless of chAnges 1n the ovmcrsh1p 
of said land). 1he amoun1 spcc1ftcd below, in addmon, Lessee shall poy 10 the COMMI 510 ITR OF TIIE Gl·.NERAL LANO OFFICE OF TIIE STATE OF TEXAS. 
AT AUSTIN, TEXAS. a hkc sum on or before said dale ~)'mcnts under 1h1s paragraph shall operate as a rental and sh.1111 co,cr the pm,tlcgc of dcfcmng the 
commenccmcn1 of a well for one (I) year from said dale Payments under lh,s paragraph shall be in 1he follov.1ng amounis 

To 1hc 0"11er of the soi l (THIS IS A P AID UP LEASE) 

To the 1a1e ofTc.'8S (THIS IS A PAID UP LEASE) 

Toial Delny Rcn1al (THIS IS A PAID UP LEASE) 

Dollars($ 

Dollan (S 

l)ollnrs (S 

J 

__) 

_J 

In a l,~e maMer and upon hke paymen1s annually, lhe cornm011Ccmen1 of a well may be funhcr dtfcrred for succCSSJ,e periods of one (I) year each dunng lhc pnrn>I) 
rcrm All paymcni., ofrcmal 10 the owner of the soil mn) be made b) check of Lessee or an) assignee of1h1s lease. and ma) be deh...-cred on or before 1hc rcntml P3Y'"8 
date lf1 hc bank dcs1gna1ed m tlu.s p..vagmph (or 11.s successor b.111Jc) should cease 10 e'l(1St. suspend business, hqu1dn1e. fail or be succeeded by nno1hcr bank. or for any 
fC3SOf1 fa,I orrefuse 10 accept ren1ol. Lessee shall n0< be held m default for foilurc to moke such J>ll)men1s of rcn1al un11 l th,ny (30) doys oiler 1he 0"11cr of 1he so,1 shall 
dchvcr 10 Lessee a proper recordable 1ns1n1men1 nrumng anocher b.,nk as agent 10 receive wch payments 

·'- ROYALTY: All cap,u,lu.cd le.mu used in th1.s lease 1h.a1 rue not defined m 1h1~ lease shall ht1\C the mc..,nmg, 19vcn them m Title JI. Part I, Chapter 9 of 1hc Texas 
Adm1n,11,-11-c Code (the "Rules-) Upon produc11on of 0,1, Gas. and/or ocher products from the l..uscd Premises. Lessee agrees to pa) or cause to be pud one-half l 1/2) 
of lhe royalty pro-,ded for in lh,s ,...., 10 the GLO. for lhc use and benefit of 1he talc of Texas, and one-half ( 1/2) of such royalty 10 the o"ncr or the so,I , coeh of lhe 
following royalues ns apphcnble 10 1he substances nctuall) produced from the l~ ed Prcrmses and/or subsequent processing 

• • 

(•) 0 1 L: As a royalty on 0,1, 1 monetal) royalty of twen!}'-_l!_ve p<"r ctnl ( 25 %) of the value of 1he Gross Produc:11on. unless lhc Comrmss1oncr of the 
General Land Office of 1hc talc ofTe<as (lhe "Comm1ss1oncO or lhe 0"1lcr orlhe soil , 11 lhc op11on or c,lhcr. elcclS 10 rcCC1-. 11S royalti m kind pursu3nt to 
sCC1ron 4(1) The value oflhc Gross Pmducuon shall be ealcula1cd at the pom1 the O,l ,s Rcody for Sale and Use and withou1 deduction for e,cp<."nSCS. ns dcscnbcd 
m section (4)(k), and dctenmned bv the greatest of (,) tl,c l11ghest pos1cd pncc. plus prerrn urn. ,r ony. po,d or offered for 0,1 of a like type and gmvlly ,n 1he 
general &IC3 v.nc:re produced and v.hcn run. (11) lhc highest market pncc 1hercofpa1d or offc,ed ,n the gcneml area v.hc,-c produced and v.hcn run. or (111) 1hc 
gross procttds oflhe sale lhacor 

(bl NON-PRO i: ssi; o GAS: A, a royalty oo any on-Processed Gas. a monctnry ro)nhy of ~enty-five pe,cen1 ( 25 % ) ofd1e value of the Gross 
Producuon. unless the Comm1s.s,oncr or 1hc o", .. ncr of the S<MI, at t~ opuon of c11hcr. elects to rcc:c1"c ltJ royalty m kmd pursuant to sccuon 4(1) 11,c value of 
1he Gross Producuon shall be cakula1ed (1) at lhc P'""' at " h,ch 1he on-Processed Gns ,s RC3dy for Sale and Use and ,.,1hou1 dcduc:uon for c,pcnscs. as 
dcscnbed in section (4){k). (11) on a Orv Oas b."\S1:t a, 10 both ....-olume and Cf'ICfiJY content (a:, dcscnbed in the section 30 dcfin111ons bclo"'). Md (111) blscd on the 
higher or 

(A) 1he h1ghes1 market pncc paid or offered for Gas of comparable qualuy 111 1he geneml area "iierc produced nnd v.iien run, or 

(0) lhc gross price p,11d or offered lo the Lessee. provided 1hat the ma.,umurn pressure base in mcasunng 1hc G:,:s under 1h1s lca.sc contract shall equal 
14 65 pounds per square inch llbsolulc. and the standard base temperature shall be srxty (60) d"!!J'CCS Fahrcnhen. correction 10 be mode for pressure according to 
Boyle's Law. anJ for speer fie gra"lY according to a tesl made b) chromatograpl11c analym or the Balance M<lhod 

Prov,dcd. howc...-cr. thnt ,f Non.Processed Gu 1s sold 10 n pnrcnt, subs1d1n1y or nfTaluuc of Lessee. then the royalty due hereunder shnll be based on the value 
of the Gas ns ell her on-Proccs.scd Gas or Processed Gas. as the ease may be. ,n the first sale 10 a lhird pany ,n M agreement negoc,atcd at arms' lenglh 

(<) PRO t' ED GA : As a royalty on any Processed Gas, Lessee agrees 10 pa) a monetary ro)ahy of twenty-five p<"rccnt ( 25 'Yo ) or1he ,..iue of 

••• . 
4 

the Residue Gas and the OL.s c,tractcd, uni~ the Comm1ss1oncr or 1hc owner of 1hc soil. at the option of cnhcr, elects to rcce1Ve its royally m kind put"lunnt 
to section 4(1) The v•lue of 1he Gross l'rodue11on shall be calculn1ed at 1he pom11he Residue Gas and/or 1hc NGLs. respcc11,ely. a,e Ready for Sale and Use 
All royah,es due heron shall be on IOO'o oflhe volume of1hc Gas produced from the l..•ascd Premises (ealcula1ed on a Dry Gas basis as to both ,olumc and 
energy content, as dcscnbcd in the section JO dcfim11on.s below) as measured or am1brncd at the inlet of 1hc Processing Plant The royalty due from LCMCC: 
hcromdtr shall be based on the grc.im v;iluc of 

( I) lhe sum oflhe .alues of(A) 100'/, of the Residue Gas MMOlus a11nbu1able 10 the Gos determined 011he plant rcco,cry eflic,eney apphc•ble to 
each 'GL component, plus (13) lhe net vnlue of lhe NGLs aRer dedue11on of oil opphcable Gas process,ns fees and/or 1hc value of 1he NGLs at the nppheablc 
liquids pc,cent or proceeds accruing to the Processing Plant. or 

(2) the sum or the ,-.lues of (A) 10<'-o or the a,ailable Residue Gas \~ffitus 1t1nbu1able 10 1hc Gas. plus (B) 1he ,-.lue of the GLs at the applicable 
,n1mmum hqu1d,; PO~ •. cs11.1bhshcd hcre111 1n sccuon 4(d), wi1hou1 dcduc11on or rcduc11on m the v11 luc of the NGL.s by a pcrccn1 of 1nocccds or nny ocher fees 
or rtdJustments of nny 1ype, form, or chnractcr. or 

(J) lhe "'keep v.holc ,-.luc of the Gas as dcscnbcd ,n section (•ll(f) 

For purposes of cnlcula11ng 1he roiahy due hc,eunder, 1he respcc11'° ,alucs of lhc Residue Gas ond the 'Gl..s shall be based on the grco1er of 

t I) 1he h1ghcs1 mnrk<l pncc po,d or offered m the general area for lA) any P,pchnc-Quahty Rc,1due Gas, and (B) '/GLs. as euher Raw Ml\ or 
merchantable and nwuke1ablc commercial grades and.or blends of t."lch of the 1nd1v1du11I componcn1.s. after fracuona11on. of cornpamblc quahty m the ~ nernl 
area. or 

••• ••• ••• • • • • • • 
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(2) lhc (A) gross pncc p.,id or offered 10 I esscc for such P,pchne-Quahty Residue Gas. nnd (0) ,-.e,glt1cd moothly 8\erngc gross selling price for the 
u:spccuvc grades of NGL.s, n.s c11hcr Raw Mi, or mcrchantt1blc and mnrkctablc commcrc1nl grndcs and/or blend, of~ of the 1ndl\1dual componcnl~ after 
fmcuona11on 

, o fees or costs of any k,nd shall be deducted froo, the -.luc of Gas that ,. bypassed around a Gas Processing Plant and then blended w11h Gas 1hal was processed 
to remove hqucfiablc hydrocarbons ot. or a1 n pom1 downstream of. 1hc uulga1c of the Proccssmg Plant, 1 la .. conchuomng" The ,..nluc of Gas byp.uscd around 
a plant on which no hquefiablc hydroca1boos or 'Gl.s arc rtmo,ed from the Gas shall oqual 1ha1 for oo-Proccsscd Gas per sccuoo (4~b) 

Provided. however. that 1f Gl.s arc rctO\Crtd from Gas processed ma plant m "'h1ch Lessee (or 1l! p.,rcnt, subs1d1DI)' or affil111te) owns an tnlcrcst, !hen 1hc 
POP', opplrcablc 10 NGLs shall be 1hc grca1er of(,) 1hc applrcablc POP', per SCC1100 4(d). or (y) 1hc h1ghcs1 pcrccn1 accruing 10 o 1h,rd party p1ocess1ng Gas 
1hrough such plnn1 under a procc.umg agrccmen1 ncgo11n1ed 01 arms' lenglh 

(d) A PPL! OLE MINIM 1 LIQUID PERC •::.'IIT o•· PROCEED : (I) The apphcablc minimum hqu,ds pcrccnl of proceeds (" POP' ,") of1hc 101al 
ava,loble lrqu,d hydrocarbon con1cn1 volume for all NGL>. e,ccp1 e1hane. shall, regnrdlcss of lhc nalurnl Gas hqu1ds rcco,ery process or Gas proc""5ing 
ngrec:mcnt tcm1s nnd/or cond1t1ons, be cqual 10 1hc fol loWJng 

(Al 711', for Gas ""ha healing con1cn1 or BT\., value equal 10 or gr031cr 1han 1100 BTU•SCf. 
(Bl oO'', for Gas ""ha hcaung con1c:n1 or BTU value oqual 10 or srcatcr 111311 I 070 B11J1SCF bu, less lhan 1100 BTUISCF. and 
(C, 5~, for Gas ,.,,h n hea11ng conl<nl or BTU value less dmn 1070 IJTUISCF 

(2) The ova,lablc hqu1d h)drocart>on volume. ,n gallons. of each 'IGL compoocn, used 10 calculaie lhe ,-.lue of 1hc 'Gu a11he applicable POP', 
shall equal 1he produe1 of(A) 1hc Processing Plan, inlct Gas ,-olumc. 1n MSCF. oo a Dry Gas basis. umcs (BJ 1hegallon, per MSCF of each cornponcnl calculaicd 
per 1he applicable standMls, al 14 65 pound, per square ,nch absolu1c and 60" Fahrenhen. according 10 a 1es1 made by chrom:11ogmpluc analysis of lhc Gas. 
C'<Ctpl c1hanc. where 1hc 1hcorc11cal gallons of ethane avtulnblc 111 1hc Gas shall be reduced by 1he Prnccss,ng Plnn1 recovery efficiency of cthnnc rhcn being 
specified m processing agreements negountcd at arm's length bctwcc.n 1hc Lessee ond the plant for rach dedicated Processing PIMI and each Processing Plant 
dw may process the Gas in a scncs of planis 

(3) The a,rul•ble Residue Gas MM01u amounl used ,n 1he cnlcula1100 of 1hc royally -.lue ,n sccuon 4(c)(2) shall equal the product of (A) 1he 
Processing Plnm 1nle1 Gn., MMB1u 11n1oun1 less 1he sum 1ou1l MM0 1u of sfomknsc calculated for the nvo,lnblc hqu1d hyd1 ocnrbon volume m section 4(d)(2) for 
each NGL cornpoocnL tunes (13) ooc ( I 0) nunus 1hc lesser of (I) the plnn1 fuel MMl31u pcrcen1>gc divided by 100'\~. or (2) 0 035 

(•) OTHER P RODUCT : As a ro\Oh) oo carboo black. carbon d,o"dc. w lphur or 80) 01hcr producis (including waler) produced (c.ccp1mg 0,1. Gas. or 1'Gu. 
llddresscd separn1cly obovcl, Lcsscc a11rees 10 pay• mooe1ary roynhy of 1Wenly-fivo _ _ 1>cr<c 111 ( 25 ~. ) of1hc value of1hc Gross Producuoo of such 
products. unless the Comm1ss1oncrofthc General Land Office of the S1tuc ofTcxoJ {lhc "Comm1.ss1oncr") or lht 0\-mcr of the soil. :u 1hc option of either, elects 
10 receive 11s royahy ,n kind pursunn, 1oscc1100 4(1) The 'ftlue of1he Gross Producuoo shall be calculo1cd a11hc po1n11hc olher produclS arc Ready for Sole and 
Use and "11hou1 dcduct100 for c.pcnscs. as dcscnb<d rn SCCIJOO (4)(\). such value 10 be based on 1hc higher of 

l I) 1hc highest mar~ct pncc of each product dunng 1hc same month m v.tuch such product 1s produced. or 
(2) 1hc average gross sale pncc of c.,ch produc1 for the Slime month in "h1ch such produc:LS arc produced 

(I) K•:t:r WHOLE:: '01"11hslandrng any 01hc< pr0\1SIOO of1his lease 10 1he con1rary, Lessee may n01 pay a roy.ihy hereunder for Processed Gas 1ha1 ,s less 1han 
1hc ro)alty 1h31 'M>l.1ld ha .. e b«n due under scc11on 4(b) for 1hc 1<xal energy content of1hc Processing Plant inlet Ga.$ 1f 11 had no1 bcm processed 

(g) NON-SAU ' 0 1 PO IT ION : A, a royahy on non-s.,lcs disposn,ons of Gas. mcludrng bul noc hmllcd 10 vcn1od Gu. flared Gas. flash Gas and lease fuel 
Gas. Lessee agrees 10 pay a royahy based oo 1he roynhy prov1S100S for Noo-Processed Gas dcscnbed ,n sccuon 4(b) of1hrs Lease (bu1 "11hou1 requirement of 
mcrchan1ab1lny or morke1ab1lny) 1f1hc Gas produced from 1he Leased Premises IS no, processed. olhC1W1sc. 1he royally oo noo-solcs dispos111c,n5 of Gas shall be 
based on the royalty provisions for Processed Gas dcsc:nbed an s«Hon 4(c) for Residue Gas If. for , ... +in1cvcr rc.1son. 1hcrc arc no Gas sales d1spos111on,. then 
Lcsscc agrccs 1opay royally oo ooc fourth (1 /J) pan of1hc 10101 cncrll) coo1cn1 of1he Gas. in M"1131U de1ennrned 011 a Dr) Gas baslS. b.1>cd on 1he p051ed markcl 
pncc of na1ural Gas al 1hc nurcSI apphcablc Gas ~Cl hub ,n SIM,\lll1u 

(h) Pt.;\ NT FUEi, ANO lll'CYCI.ED GA : No royall)' ,hall be payable on MY Gas as ma) rcprcscn11h,s leases propo111oon1csharcofnny fuel used 10 process 
Gas produced hereunder m Any 1l11 rd pa lly Gas processmg plant pursuanl to sccuon 4(c). pro,1ded. however. 1hnt tins lcasc·s proporuonatc share of an) such fuel 
used 10 process Ga, shall be 1hc lesser of (I) the plan, fuel M\IB1u pcrccn1agc of the ,ocal pla111 ,nlCI MMllru amounl (as dc1crm1nod b) contraCI or. ,f none. by 
ac1ual MMB1u omoun1S). or (2) 3 5' ,. and royal I) shall be payable oo anv Gas in e,cess of Iha, lesser amoun1 SubJcc:t 10 lhc conscn1 ,n .. nung of lhc GLO. 
Lcsscc may mJCCI Gas for sccoodary or enhanced rc:co,ery open111ons or for Gas hfi purposes ,nio any 0.1· or Gas·producmg forma1100 ,n the Leased Premises 
aOcr 1hc liquid hydrOCdrbons coruamcd m the Gas hnH bcro rcmovtd. and no royally shall be payable on 1he Gas so lllJCClcd unul such lime as the some may 
lhcrcaficr be produced Md sold or used 

(i) C'Oi\ t; RV T IOi\: Lessa: VIAii UK all reasonable means to prc,cnt the underground or abo,e ground ,.,..,c of 0,1 or Gas :md 10 "'"'d lhc physrcal wa.s1c. 
OannH or ,cntmg of Gas produced from 1hc Lea.sect Premises 

(j) DUTY TO MA llKET Lcsscc shall c,mc,sc due d1hgcncc ond use all reasonable cfforlS ,n marke11ng any and all producuoo from lhc Lca.scd Prcrmscs. •• no 
cost 10 O'-'ner of the so,I. 10 obtain 1hc best pnce reasonably a,arlable for 1he 0,1 and Gas 

(k) 'O OED CTIONS: E,ccpc for recs or dcduct1on.s thru m(ly be pcrm111 cd pu™mnc 10 sccuon 4(c), Lcs.scc shall pny or c:nuse to be p:ud royohy due under 1h1s 

••• • • • •• • 

lcnsc w,1hou1 deduction for 1hc cos1 of producm~ gnthc,mg. storm&, scpnroung. trca1111g, dchydmtmg, cond11to111ng. compresssng, proccssrng, 1rnnsp<Mt1ng o.nd 
01hc1W1SC making 1hc Oil. , oo-Proccssed Gas. Processed Gas. and 01her produclS hereunder Ready I or ale and Use. \\Ticthcr borne by Lcsscc or by third­
patty purchascn and ...._.i,ethcr s1n1ed as a deducuon from 1hc pncc or an adJ us1mcn1 10 1hc pncc based on k,ca11on or conchuon If any contract by "'fl1ch Lessee 
or an Affihatc ofLeucc sells 0,1 or Gu produced hereunder makcsdcducuons or adJust,ncnts 101hc p11ce 10 account foi costs of producing.. gathcrtnK. storing.. 
,cpar.umg. 1rcatmg. dchydnmng.. cond111omng, comp,cssing, processing. or lrnnsporung of 011 or Gns produced from 1hc I cased Premises, 1hcn such 
dcducuoos shall be added back 10 1hc prrce rccci\cd for purposes of compuung the Gross Producuon u1>on which royah,cs ore 10 be pa,d The owner of 1he 
so,1, 1hc GLO. and Lessee agree 1hat 1hc foregoing pro..,1s1on 1s 10 be g1\'Cn full effect and 1s not 10 be consuucd as "surplusagc" under Jlenioge RrwmraJ. 
/,1, • l\orroiubo11J., 939 W 2d 118 (Tc, 1996) 

•• • ••• • • • • • • • . 
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(I) ROYALTY IN Kl 0: ~ee shall pay monctnry royalties based on rhc value of1hc Gros, Producuon from 1hc Leased Premises, unless lhc GLO or 1hc =er 
of the soil, at the opuon of either. elects 10 rcccwc ,ts royalty m kind Lessee shnll pay Otl or Gas royalty. or both, in kmd w11hou1 de<luct1on for expenses. as 
dcscnbcd in scc11on (4)(ki necessary 10 make 1hc Orl Gos and any 01hcr produclS Ready for Sale and Use Theo .. ,,., of 1he so,I or 1hc GLO ma)' change us 
clccuon 10 take royalty 1n kind or monetary form a1 any umc or from umc to time by g.iY1ng l..esscc notice or such elecuon not lcs., durn suety (60) da)S in advance 
If the 0 \\1lCf of the soil or 1he Gt O clcc1s 10 rake Its roynhy producuon 1n kmd, 11 rnny elect to have the royalty produe11on of the Oil, Gns, nnd any other products 
1hat arc 1111 a Ready for Sale and Use cond11ton delivered m kmd at 1hc locauon Lessee sells 11.s producuon. or at another location mutWtlly BCCcptablc to o,1.11crof 
1he soil or !he GLO and Lessee Lcsscc shall bear all coru 10 1hc poinl of delivery If !he GLO or !he o=cr of lhe soil ele<:IS 10 inke us royalty in kind, 1he 
p..,rt,cs ogrcc to c.xecu1c c11hcr the S1n1c's fonn of Gas Bnlnncing Agreement or nny other agrccmenl 1hnt IS ncccp1nblc 10 owner of the soil or the GLO and Lessee 

(111) SEPARATION: Lessee agrees 1h01 before any hydrocarboos rn hqu1d form and any Gas produced from 1he Leased Prcmrscs ,s sold, ll1lnsfcrrcd, surface 
comrn1nslcd \Vl th 1hc produc11on from any ocher lease tract and/or pooled unit. or as used or proccs.,cd 1n n plnnt. 11 w1II be run free of cost 10 owner of the soi l 
ru,d lhtGLO through a grnVlty-bascd 0 11 and Gasscpam1orofco11\'Ctll1onal type nnd of adequate size nnd efficiency such that all 1,qurd hydrocarbons rcco,'Cmble 
from !he Gas by such means shall be recovered Upon "Tlllcn conscn1 of 1he GLO. Lcsscc may apply other forms of scparauon cqu1pmen1 1ha1 arc a, I cos, BS 
d Tic1ent Ma grov11y-based separator upon such 1erms and cood111ons as p,esc:nbcd by the OLO Upon wnncn consent of1hc GLO. rhe requirement 1h01 such 
Gas and l1 qu1d hydrocarbons be run 1hrough a separa10, or ocher equipment mny be waived upon such lcrnu and conditions as prcscnbcd by 1hc GLO Lessee 
must request and obtain a wruvcr an wn11ng from the GLO before 1he msttd lauon and'or use of any full v.-ell strcrun/'"'t:t Gas/muh1 phase flow meters that measure 
:my produc11on on or from the Leased Premise, 

(11) COMM ING LI NG: Lessee mus, obtam pnor "Till en pcrrnrssron fron1 !he GLO per JI TAC §9 JS(a)(J) before surface comm1nghng O,i and/or Gas produe11on 
from a sta1e lease or pooled unit Y.1th the pnxtucuon from any 01hcr pnvaic or state lease and/or unu mlo (1) 11 common mamfold and/or scpara1or, (11) common 
s1orn8c, (111) a common gn1hcnng system or p1pclmc, or ( 1Y) 10 u11h zc rm off-lease Gas supply to '"Jecl G:l! for hfl purposes 11110 nny Oil- or Gas-producing 
formation m the Lased Prcm1.scs These requirements arc m add111on 10, and npan from , the requirements of any other sratc and/or (cdcral agency 

(o) M":-rERINC: Lessee agrees thot nny hydrocnrbons m liquid fonn nnd nny Gas produced from 1he Lensed Premises shall be measured scparntely before 1hc 
hqu1d hyd roearbons nnd/or Gas leave 1he Leased Premrscs Lessee agrees 10 comp I) ""h all applicable Amen can Gos Associauon (AGA) Sinndards, os well BS 
1he Amen can Peirolcum lnS111u1e (N'I) Manual of Pcirolcum Mcosurcmcn, S1andards (MPMS) for an) mcasuremcn, device or lllnk 1ha1 covers 1he S1andards, 
pmc11ccs. gu1dcl111cs. rccomrncndnuons and procedures which include. bu1 ore n0t l1m11cd to. the design. msmlln11on. cnlibrn11on. 1cs11ng nod hnndlmg of s.1mplcs 
and operal1on ofo mctcnng sys1cm used for 1hc mcasutcmem of hydrocarbons m l1qu1d fo,m or Oas Ol any merer loca11ou on the Leased Premises. at a poinl of 
lease custody transfer. for !he purpose oflcosc allocauon 1n ,he even, of surface cornmmghng. or for 1hc rcponmg and alloeauon of lcosc fucL flared Gas volumes. 
,cn1cd vorumcs or nny 01herlcasc w:c 

(p) ROl' ALTY ON CONTRACT SE1i'LEMENTS: Lessee shall pay 101he =croftheso,I and 1hcGLO royally ai 1he •ppheablc ro>•hy rn1c on any monc1ary 
sculemcnt received by lts$cc from any breach of con1rac1 by Lcsscc"s purchaser relaung to 1hc markctmg. pncmg or ta.ki ng of 011 or Gm producuon from the 
Leased Premises 

5. l'A YMENTS, UllMISSIONS ANO 'OTlO:S TO l,ESS0 1l : 

• • • • • •• • •• 

(n) MONET RY ROYALTY l'AY~IENTS All royalty owed 101he GLO hereunder and no, paid in kmd a, 1he ele<:uon of1he GLO shall be paid 10 1hc GLO 
11t Ausun. Tc'<a.s. m the followmg m:rnncr payment of royally on production of Oil and Ga, shall be as provided m the Rules The Rules currenlly provide that 
roynhy on 01l 1s due ond mus1 be received ,n the GLO on or before the: fi Oh (S•) doy of 1hc second (2*') month succeeding the monll, of product ion or such 
lo1cr da1e llS may be prescnbcd in !he Rules Royaliy oo Gas" due ru,d mus, be received ,n !he GLO on or before 1hc fifiecn1h ( IS") dJiy of lhc second (2"') 
month succeeding the month of produc11on or such later daie a, may be prcscnbcd in the Rules All royalty payments must be accompamcd by the affidav11 
of 1hc owner. manager or other nuthon 1.cd agent. compl c1cc.l 11, the fom1 and manner pres.en bed by the GLO ond showmg the gross amount and d1 spos111on of 
all 011 and Gas produced and 1he marl.ct value of the 0 11 and Gas Lcs!icc mus1 maintain. and make a,1\llable to the GLO upon request. copies ohll documents. 
records or rq,ons confirming 1hc Gross Producuon. d1sposu,on and market value 1nc.ludin1:1 Gas me1cr readings, p1pclmc receipts. G::u line receipts and other 
checks or memorandn of the nmount produced and pul mto p1pchncs. 1nnks, or pools :rnd Gas lines or Gas slornge. and any 01hcr rcpo11s or records which the 
GLO may require 10 venfy the Gross Producuon. d1spos111on and market ,alue In nll cases the au1hor11y of a manl:\gcr or Agent to act for the Lessee herem 
mus, be filed 1n !he GLO Each royally paymen1 , hall be accompanied by a check slUb, schedule, summary or other rem,uru,ce adv1ccshowmg. by 1he assigned 
GLO lcnse number. the amount of royalty being paid on cnch lcnsc 

(b) M1\ N ER ANU T IMEI.INES OF PAY~H; NTS A monetary roynhy pnymcm 1h01 IS not subm111cd electronically shnll be cons,dercd llmcly paid 1f 
delivered to the GLO on or before 1he appllcnblc due dmc or ,f dcpos 11cd 1n a pos1p;:ud, properly addressed wrapper wuh t1 post office or official depos11ory 
under 1he care and cus1ody of, and pos1marked b)', 1he Unued Slates l'os1al Service a, leas, one (I) day before lhc applicable due da1c A pay men, 1h01 is 
subm1ucd clcciromcally shall be coris1dercd umcly paid rf such paymcn, ,s successfully 1rnnsmmed 10 1he proper accoum ""h 1he Cornpiroller ofihe S1a1e of 
Texas on or before the due date 

(cl PE ALTIE A O INTEREST Lessee shall pay pcnalucs and m1crcs1 due on laie roy•hy payments and other sums due. and for failure 10 provide 
documents.. (whc1hcr physical documents or 111romut11on 1n clcc1ron1c fonn). ns provided by law or the Rules The nght to collcc1 pcnah1es And 1n1cres1 1s m 
odd111on to, and shall not 1n any ,,1ay l1m1t or rcstnct. the nghts of 1hc GLO 10 pursue 01hcr remedies nt law or in equity. mcludin8 wuhout l1m11n11on forfeiture 
ofihrs lcasc lf~ec pays royalty on or before thlrt) (JO) days after 1hc roynlty paymcn, was due. !hen~ owes a penalty offo,·c pcn:cnl (5%) on the 
royalty or twenty-five dollars (S25 00), wtuchcvcr 1s greater >\ royally payment \,tuch 1s over th,ny (30) days hnc sha ll accrue o penal ly of ten percent ( 10-/o) 
of1he rovahy due or l \"'Cnty-fiv" dol ln.rs (S2S 00). whichever 1s grca1er In add111on to 11 pcnn.hy. roya.11 ,cs shall accrue interest when 1hc royalty 1s s1~ty (60) 
days overdue Affidavus and supporung doeumcnlS "'h1ch are not filed when due shall incur a pcnal1y in an amounl sci by 1hc Rules 1ha1 were in effcc1 on 1he 
dtuc ,...tu:n 1hc affidlwus or supporting documcnls \VCrc due ·n,c Lessee shnll bc:, r all respons1b1l11y for pnymg or cnus,ng royali ,cs to be p.1,d a.s prcscn~ by 
the due dale provided herein Payment of the dclmqucncy penalty shall in no v,ny operate to proh1b111he State's ngh1 of forfcuurc as provided by law nor act 
to postpone the date on wt11ch royalucs were ongmally due The above penalty prov1s1ons sha ll not apply m cases or 11tlc d1spu1c as ro the tntc ·s portion of 
1he royalty or to 1hn1 portion of the royalty in dispute as to foir market value 

(d) PAYMENTS. O'rlCE . A O CORRESPONDENCE TO 1, E OR Lessee shall assure 1ha1 all royalty paymcnlS. shuHn royalty paymcnis. delay rcnials, 
and all 01hcr payments due under 1h1s lease, as >NCJl ns documt:nt.S. rcpons. no11ccs. 1111d other mfor mauon, unless expressly provided hcrc-m 1hn1 such pnymen1 
Of mformauon be d irected 10 nnrnhcr office, arc directed to 1hc followmg l"lddrcss 

••• •• • ••• : • • • • • • • • •• •• • • • • • 

••• • • • • .. 
• 

••• • • • • • • 

True & Correct Copy of a 
document on file at 
Reeves County Tei, ty Clerk 
Dianne g· Florez, oun 
Page of 



If 10 1hc owner of 1he soil, 10 1he address firs1 hs1ed abo>e 

lf101he GLO 

reus General Lond Office 
PO Bo, 12873 
,\us11n. Tc. .. 78711 -2873 

01 

Texas General I.and Office 
1700 N Congress A, cnuc 
1\ us11n. Te,as 78701 

or such other address as may 1hcn be spcc1ticd m lhc Ruic, Any ~ ymcnts submutcd cll!'Ctron1cally shill bcdch1.cred I>\ clcctron1c funds transfer to the proper 
nccouru wuh the Comptroller 

(t) OTI E ,, , O CORRE PONOEN ETOLf. EE Noucesandcorrcspondence10Lcs.eesh1llbescn110 1headdrcssshov.nabovcor such 01heraddress 
as Lessee shall p,o.,de m v.,111ng 10 lhc own<r of1he soil and 1he GLO An• such no11ce of change of address muSI spcc1fically reference 1hos Lease 

6. RECORDS: 

(a) RESERVES. CO:STRACT AND O-ntER R~; OROS Upon ,-,,na, request by 1he GLO. Lessee shall annually fumuh lhc GIO v.ith 11J best possible 
cs11mn1e of 011 and Gas reserves undcrl)'mg tlus lease or 11llocnblc to 1t11s lea~ and shall furnish the GLO '"1th copu:s of all contracl5 under which GM 1s sold or 
processed and nit subs«iucnr ngrccmcn1s and amcndmcnl.5 10 such coo1mcu w11hm th1nv (30) dnys ancr cn1cnng into or mok.mg such contracts. asrccmcn1s Of 

amcndmcnrs Such con1111CtS and agrccmcnlS v.hen rccel\ed by 1he GLO shall be held ,n confidence I>) lhe GI.O unless ochcrv.,se au1hoozed by Lessee All 
Olhef con1racrs and record, p<r1aon1ns 10 lhe producnon. 1ranspona11on. sale and mm.rung orlhe 0,1 and Gas produced frnm these Leased Premises. mclud,ns 
1he books and accounts, receipts and discharges of all v.,:lls, tanks, pools, mdcrs, and p1pclmcs shall Rt all tunes be subJCCI 10 oud11, 1Mpect1on. and c:<aminouon 
by 1hc GLO. the Auomcy Gcncrnl. 1hc Go, cfl10f, or the rcprcsentttl1\C of ony o(thcm · 

(b) PER.i\llTS. DR.ILi. iNG RE ORO A O R.EQ IRED flLl:S G ; \\'nnen noc,ce of all opcmuons on this lease shall bcsubmontd 10 1he GI Oby Lessee<>< 
opcrn1or ri ve (S) dnys before spud date, \"Ofkovcr, rc-.cntry, tcmpomry 11b-andonmcn1 or plug nnd nb:mdonmcnt of1.1ny w-e ll or ,veils Such wrmcn n0t1cc 10 lhc 
Gl O shall ,nclude copies of Rn,lroad Comm1JS1on fonns for npphc,11,on to dn ll Copies of v.1>ll 1cs1J, comple11or1 "'P°'U and plugging repons sholl be supp hod 
10 lhc GLO a11hc umc 1hey are filed "''h 1he Tc= Railroad Comm,ss,on All apphcauons. pcrm11s, rcporlS or ocher filings tha1 reference this lease OI' any 
sp«:dic well on the Leased PrC"m1scs and that are submitted to 1hc Tc..'(as Railroad Comm1ss1on or any other go,crnmcntal agcnc) mu.st hnc 1hc word ·· 111c­
as the fi rst w'Ord 1n 1hc 1111c Add,1,onally. ,n nccordoncc '"1th Ra1lrood Comm1ss1on ru les. any s1gn11Kc on the Leased Premises for the purpose of 1dcn11fy1ng 
wells, lnnk batteries or other os.,oc131ed improvements to the land must 11150 mcludc the word ''Stale ·· Dw1.s1on orders must be .subrntllcd to 1hc GLO v.11hm 
lh,ny (30) da) s of firs1 produc11on GLO shall noc be 1equ1rcd 10 "lP' &n) d1vts1on orders Lcssce shall supply lhc GLO v.,1h Oil) records, memonlnda. accounlS 
rcpon.s. cumni:;sandccw-es. or other 1nforma11on relatn,e to the opcra11on of the abo,e,,dcscnbcd Leased Premises, "tuch may be rcqucs1cd by 1he GI 0 . tn add,1100 
lo 1hosc hereon c.pressly provodcd for Lessee shall h»e n basic tlcc1ncnl 10!! as defined by 1he Rn1l1ood Comm1ss1on made on 1he bore-hole stellon, from 1hc 
b.i.se of the surfACc casmy, to the 101111 depth of well. of all wells d11llcd on the obovc dcscnbcd Lciucd Premises or such other I~ or logs as a reasonable and 
pNdcn1 opera1or ....,.Id run and wll lrlnSmll a comple1e su11e of such logs on each well to 1he GLO v.11hin ronccn ( IS) days after 1hc making of sa,d logs 

(c) PE A I.TIF Lessee shall incur a penalty "'hcnever rcpons. documcnlS or other ma1ennls arc n01 filed on rhe GI O when due The penal!) for l31e fihng shnll 
be set by the GI O ndrrnn1strot11,,c ru le \l.h1ch 1s cff«t1 1,,c on the dote "+.en the materials ,vcre due 10 the GLO 

7. RETA I ' ED ACREAGE: ocv.11hs1andong any pro, ,soon of1h,s ltaSC 101hr con1nuy, aner a v.~ll producing OI' capable of p,oducins 0,1 or Gas has bcc:n completed 
on the Leased Prcrn,S<S, Lcssce shall c.erc1S< 1hc d1iogcnce of a reasooably p,uden1 open110I' in dnll ,ng such add111onal "ell OI' "'"lls as may be rcaoonabl) necessary for 1hc 
proper development of 1he I cased Prf!lntSCS ond 1n markcting lJlC producuon thereon 

(•) VF:RTIC1\L ln the c,cnt this lease 1s in force and crfC'Ct m whole or m ~rt. two(:?) ycnr3 afier 1hc e'<p1rt111on cb1e of1hc pnmruy 1crm 11 shall then termuu11c 
as 10 all of 1he Ltastd l'remoses. hXCEPT .. 10 lhe following ecrcnge amoun1s fOI' wells dnlled under 1l11s lease capable of producing ,n paying quan11ucs (including a shut­
'" 011 or Gas we ll a.s proVldtd m section 11 hereof). or a \\Cll lhnt ha.s been spud and upon \,filch I csscc 1s 1hcn engaged m continuous dnllmg Of rcworkmg operations (I) 
1hc lesser or 40 ocrcs or the amount of acreage ass1gn<d 10 an 011 well for proration purposes under s:pcoal field rules. (:?.) the lesser of 80 acres or 1he asnounl of acreage 
assigned 10 a Gas well fOI' pron111on purpoS<S under special field rules, ()) for honzon1ol drninhole v.~lls 1he amoun1 of acreage re1ained shall be lhe grca1cr of 40 acres or 
1he amoun1 of acreage determined by 1hc follo,vtng formula O 032 , l A. "here L. lhe lcng1h (on fttt) of 1he honzontal la1cral cornponcnl of 1hr well from lhe firs, 
1akcpom110 the last takcpomt and A the area retained (m acres) provided that, if A 1s not d1v1s1blc by the number 20. A \\111 be rounded up to 1hc nc-« number d1V1s1b lc by 
20, , e (0032, 4SOO fttt 144 acres. "-h,ch rounds up 10 160 acres), (4) 1fmorc acreage 1s required 1han 15 provided for 111 (IJ, (2) or (J) above 1n order 10 obtain the 
mn'<1murn allo""'-ablc under .special field rules for 1hc pcrm111cd or producing mtcnra.l or mtcrvnls. upon v.T1llm apprOVtl l from the (il 0 . such number of acres lha1 arc 
required 10 obtain lhc ma"mum allowable as required by the special field rules as appro,ed bj 1he Railroed Comm1JS1on of Tc.as, or an) successor agent) , or 01htr 
go,cmmcntal authont) hav1ngJunsd1ct1on. or (S) 1hc number of 11crcs held 10 1 pooled uru1 pursu.1n110 Natural Resources Code Scc1ion, S:?. I SI •S2 I S4 AOcr 1crm1no11on 
pur,un.nt to th1.s subsccuon, each lrac1 rc1t1incd shall be considered n scpamtc lcnsc and mu.JI be mnuunincd independent ly Lessee shal l retain the nght of 111grcss and egress 
on and across the 1c.nnma1cd pon100 of the Leased Prcmscs a.s may be reasonably ntcCSJ.11') for the con11nucd opcrauon of the pon1ons of the lease remaining ,n for« and 
cffrct Funhcr, l.es,tt: WII rccain on casement for ns pipelines t.Vlk batteries or a1hcr surfocc cqu1pmen1 or 1nstallat1ons on the 1crm1nated acreage for so long as dlC) 
continue to be used for the development and ope:rauons on the retained acreage 

(b) IIORIZONTAL I"" (2) )ear> aner 1hc c.p1ra11on dil1c of the pnmory 1em1 lh,s lease shall further 1ermina1c as 10 1host dcp1hsS11pul11cd as follov.~ for each 
uxt ,m,ncd in ste11on 7 (1) abo>< for vemcal v.,:lls, 100 fee, 1rue ,e,11cal depch below 1hc deepest 1hcn producing pcrforauons. for honza11al v.<,lls. 300 fcc11rue ,en,cal 
dcp1h below the dcq,cs1 dc:p1h reached by the hon,on1nl ln1ernl bclween 1hc firs1 1okepoin1 and 1he lost takcpo,01, and for acreage re1noned thnl ,spooled or un,uzcd, oil 
depths above and below 1hc pooled or umt1,cd 11ucrvnl I Ca well hM been spud nnd 1s bemg dnllcd over 1h1s 1cnnina11on dote, the acreage re1a1ncd by said well under scchon 
7 (a) shall be held as to all dcp1h.s unul tomple11on of 1he well, and upon completion of 1hc =II as capable of producing on paymg quanuucs. 1hr at l'Glge rc111ned shall 1hcn 
tcnmna1e a.s 10 chose depths as pro, 1dcd m 1h1.s sccuon 
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(cl I DE:.T IF I TION A ' D FILING: The surface acreage r<1amed hm,under as to each MIi shall,"' n=I> as pn,cucal be on the fonn of a square for ,en,c.al 
wells or a rectangle ror honLontal wells. w11h the v.1:ll located ,n the center thereof, or such other ,hapc ns may be apprO\·cd by the GI O W11h1n 1h1rt) (JO)days nflcr pan,ol 
tcnrunauon ofthss lease as provided herein, Lessee must execute and rccOfd o. release or releases contammg o sa1ufactory legal dcscnp11on or the acrC3gc and/or depths not 
reu11ntd hereunder The recorded release, or a cenofied cop) of same. shall be filed on the GLO. v.uhon thony (30) days of rcco,d1ng accornpamed by the filing fee prcscnbcd 
b) the GLO rules on etTcct on the date the release IS filed If Lessee foolJ or n:fuseJ to e,ccutc and record such release or releases then the GLO, on otJ sole d11er<11on. may 
designate. by \\Tlllcn insuumcnt. 1hc acreage and/or depths 1h01 hn,. c tcnnuuucd hcrc\lndct. and record such 111SU\lmcn1 at Lcs.scc's c'<pcnsc m the county or counucs ''-'1c.-c 
the lease IS locaoed and on the official n:cords of the GLO. and 5UCh desognauon shall be b1nd111g upon Lessee for 111 purposes If ao any lime aflcr olie etTccu,e date of the 
pan,al tcrmonauon pro,u1ons hereof. ohc applicable field rules arc changed or the well or v.,:lls located thereon are n:classofied so that Jes., acreage os then:aflcr allocated 10 
said well or wells for producuon purposes. ohos lease sh.ill thercupon tcnn,note u to all acreage not thereafter allocaied 10 snod well or \\dis for producuon purposes, and 
l..cs.scc shall file 11 release or rclC3scs in the same manner as provtdcd abo, c 

(di FIELD Rl L AND EX EPT101' If Lcsscc seek, to amend C.'151ong field rules to establosh field rules apphcable to the Leased Premoscs. and of Lcsscc 
requests a hcannK for 1hc runcndmcnt or cstabhshmoit of field rules. or ,f Lessee requests 1hc consolid:11100 of c:-.1s110g field rules or on cxcmpuon from field rules or 
s101e,...,dc rules. or if Lessee seeks to adopt fie.Id mies d10'cren1 from 1ho.sc ,n U5C in the 11nmttl101e orca. Lessee shall no11fy o"ncr of 1hc soil and the GLO of such rcqueSI 
pnor 10 ony Railrood Commossoon hcanng and provide 111 exlubt11 to the owner of the sool and the GLO rclau,e to 5UCh hcanng Any auempt by Lessee to es1abli"1, amend, 
consolidate. or uemp15UCh field rules \\1thou1 0\\11er of the sool's and the GLO's pnorconscnt shall no< be apphc:able to the Leased Prem,..s unlCJS and unul such conscn1 
1.s given 

8. 0 ~ F ET WELLS: lfOol Md/0< Gas should be produced on commcrcoal quanuues from• "•11 locaied Mthon one thousand (1,000) feel of the area included hereon. 
or .. h,eh \\,:II os drnonong the area cov,rcd by 1h15 lease, the Lessee shall, .. ,!hon one hundred ( 100) days aflcr such 1n111al p<oducuon from the draining well or the well 
localed \\1th111 one 1housand (1 ,000) feet from ohc arca covered by 1hos lease. begin on good faooh and prosecute dohgcntly the drolling of an ofTJCt well on the arca covered 
by tlus lcase. and such otT5Ct \\,:II shall be drolled to 5UCh depth as may be necessary to prevent the undue d1111nage of the area co,·ered by thos lease. and the Lcsscc shall use 
all=• necessary on a good fauh efTon 10 make such offset "'"II produce Otl and:or GM on commcrc,al quanlohcs Only upon the de1crm1nn11on of the GI O ""h ,u 
v.T11tcn npprovol. may rhc p.1ymcm of a con1pc11!n10ry royalty so11sfy 1hc obliH.ttllon 10 dnll an orrsc1 \.\'CII or wel ls required under 1h1s sccuon 

9. DR, IIOLE/ ESSAT ION. DRJ LLII\G. A 'II) REWORK! 'G: 

(a) If. dunng the pnmo.ry term hereof. w1th1 n s"tY (60) dn)'s of a lciuc nnniHmtry date, ( 1) Lessee should compl~tc a ",:II as a dry hole. or (11) produc11on should 
cease. then the lease 11 mamtn,ncd over the anmvcBO,Y dntc \,•uhout the payment ofa delay rcnuil If a dry hole 1s completed or production°' dnll1ng operations cease more 
than ""Y (60) days before a lease ann"eo:uy date. 1 delay n:n1al must be paod on 0< before such annl\CfJ8ry date to maontaon ohc lease and upon fwlure to make such 
payment the lease shall terminate unless othCf'Wlsc held O\cr the a.nn1\crsa.ry dale by 1dch11onal dnlhng operaoons °' re-estabhshmcnt o(producuon dunng 1hc SI\I) (60) 
da)s pnor to the aMovcrsary date If, dunng the IIUI )ear of the pnmary tcnn. the p<orlucuon ofOtl or G-, should cease. 1..<Sscc'J nghts shall n:maon 1n full force a,,d ctTcct 
v.,thout funher operations unul the c,cp1n11on of the pnma.ry term. and 1( Lessee h..'15 not resumed producuon ,n paying quant111cs ai the c'<p1rnt1on of the pnmary tcnn. 
Lessee may maintain !hos lease by conduc1ong adduoonal dnllong or reworking opcmuoros pur,uant to sccuon 9(b). 05,ng the c,porauon of the pnmary 1cnn as the dnte of 
ccssnuoo of producuon under sccuon 9(b) Should the fi rst " ell or uny subscqueno well dnllcd on the abo,c dcscnbcd land be completed as u "1uHn Ool or Gas well wuh1n 
the primary term hereof. Lessee may resume paymcnl of the annual rental m the same m;umer as provided herein on or before the rental pay mg date followms the e,pirauon 
ofsoxiy (60) days from the daoe of compl<11on of 5UCh ,;hut-on 0,1 or Gas well and upon the faolure to male such pa)mcn~ !hos lease shall autornaucally ocrm,nate If. at the 
C..1';p1ra11on of the pnmal) term or any time 1hcreaO:cr a shut-m 0.1 or Gas wcll u located on the Leased Premises. payments may be made m accordance v.-,1h the shut-in 
provisions hereof 

• • 

(b) If, ao the .-p1ra11on of the pnmary lenn. ne,ther 0,1 no< Gas" being produced from the Leased Premoscs. bu1 Lcsstt os then engaged on dnll1ng or reworking 
opuat1om I hereon. lhlS ICilSC shall rnnain 1n fon:c so long as opcni11ons on said well or fo, dolling or reworking of any add1t1on.1I ~lls arc prmcc.ulcd 1n good faith Md 1n 
workmanhke manner " "hoot ontcflllpllons totalong more 1han '"'Y (60) days dunng any one such operauon, und of such opc11111ons result on the produe11on of Ool and/or 
Gas, so long thereafter as Oil and/or Gas os produced ,n payon11 quanuues from the Lcascd Premoscs, or paymen1 of shut-on Oil or Gas well royalues orcompcnsaoory royah1cs 
1s made as provided m 1his lease 

(cl If, aflcr the c.p1ra11on of the pnmary tenn, producuon ofOol or Gas from the Leased Premises. aflcr once obtained. should CCMC f0< any cau5C, ohos lease shall 
n<>11crm1rwe ,r Lessee resiores produc11on m pa) ing quam1ucs v.1th1n St'1) (60) days after such ccs.sauon or commences add111onal dnlltng or reworking openuons within 
S1<ty (60) days after 5UCh ccssauon. and thos lease sh:111 n:maon on full fori:e and ctTcct for so long as such opcrauoros conunue on good faoth and on workmanlike manher 
wuhout m1cm1puon, lot.tlmg more thnn Sl '(ty (60) dnys If such dnllmg or rework mg opcm11 0M rcsuh in 1he produc11on of 0.1 or Gos. 1hc lease shnll remnm 111 full fotcc 
and effect for so long Q.S 0 11 or Gns 1s produced from the Leased Premises 1n p,'lymg qunnuucs or paymenl of shut-in 011 or Ga, wdl royalties or payment of compcnsn1ory 
'°)llllcs IS made as p<owded herc,n or as provided b, low If the dnllong or r""""kong opcra,1ons ,...,h on the compleroon of a ,..,,11 .. a dry hole. the lease v.111 nor terminate 
of the Lcsscc commences addouonal dnlhng or rcwoc~ong opcrnuons ""hon '"'Y (601 days afler the cornplcuon of the well as I dry hole. and 1hos lea5C shall remain on etTcct 
.so long M Less« continues dnllmg or re\vorkmg opcmltons m good fa uh and m l't \\.'Orkmanhke manner v.11hou1 m1crrup11ons lotaling more 1hnn St'(ty (60} dnys Lcsscc 
shall gl\ c v.T1ttcn notice 10 the Gl O wuhm thtny (JO) days of any ccs.sa11on of production 

10. POOLING: ALLOCATION: (a) Lessee os hereb) c.prcssly prohobued from pooling or unumng the Leased Prcmoses or any intcrcsOJ 1here1n ""h any orher 
leasehold or mineral 1111ercs1 for 1he e1tplora11on. de\elopmcnl nnd production of Oil or Gas or either of them Without the express consent of the School Land Board and 
the Commw1oncr A well. "hcthcr or not classified as an allocauon well. that tra .. crscs multiple leases or units including the Leased Premises hereunder, one or more 
or v.hich leases or unn.s cocnain.s 0,1 and Gas o"ncd b) 1hc su,1e. and which well is not associated ,...,,h an agreement oppro"cd by 1he GLO DJ1d owner of the soil spcc1fymg 
1hc nllocnuon of the producuon of s1a1e-owncd 011 nnd Gas, 13 hereby expressly not pcrm11tcd ond rnay not opcrn1c on or under 1t11s lease or n umt coo1n1nin~ s1n1c-ow11cd 
011 and Ga.s withou1 1hc pnor Wflltcn consent of the Comm1ss1oner or his authonLcd dcs1gncc. v.h1ch consent may be granted or Withheld in the Comm1.ss1oncr's sole 
dtJCrcuon 

(b) Lessee ts hereby grnnlcd the nght to pool or un1111:c 1hc royally mlercsl of the owner of 1he soil under 1h1s lcosc W1th My other lcMchold or m1ner:.I 1111cres1 
for 1he C'<plora11on, development and producuon of Oil or Gas orc 11hcr of them upon 1hesamc tcnns a, shall be approved bv 1hc School Land Board and the Comm1ss1oner 
for 1hc pooling Of un1t1nng or1hc mtcresl of the St.11c under this lease pursuant 10 Teus 'Jazurnl Resources Code §§S2 I SI ~S2 I S4 The ov.ncr or the so1l 11grces that 1he 
1nclu.s1on or1h1s prov1S1on 1n chis lease sau.sfics the c:."<ccuuon requ1rcmcncs set out m Te,;as Na1uml Resources Code §52 152 

11. ll lff-1,N RO, ;\ LTIF : For purposes ofthos scaoon, ... .,,w means any well that has been asso!!Oed a well number by the govcrnmcntal agellC) ha,ongJunsdocuon 
over the produe11on of Otl and Gos If •t any lime after 1hc C'Pomuon of 1hc pnmary term of a lease 1h01, unul being shut on, v.,u bcong ma1n1a1ned 1n force and etTcc~ a well 
cnpoblc ofproducoog 0 11 or Gas on payong quanuues 1s loca1cd on the Leased Premoscs, but Ool or Gas os no< beong produced for lack ofsu11nblc p<oducuoo fnc,liucs (lack 
of sui table production foc1l111es 1s not ac:ccpcablc as a reason for rnak1n8 a shut-in paytncnt 1f all or part of such production fac1l1ucs arc owned and /or operated by Lesscc.. 
and the tauJC os due to Lcsscc·s omp<opcr ma1mcnance or neglect I or lack of I suo!Ablc man<<!, then Lessee may pay as a "1ut-1n 0,1 0< Gas r0)1hy an amount equal to 
double the annual rental provided on the leuc. but no< less than SI ,200 a year for e:,ch well capable of p<oducong Ool or Gas on paying quanuues If sccllon J of th,s lease 
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docs not specify a delay 1c111nl amount. 1hcn for the purposes 0( 1l11s sccuon. the dcloy rcnrnl arnoun1 shall be one dollo.r (SJ 00) per acre To be cffcct,vc. each 11111ml shul· 
111 O, l or Gas royahy pnymcn1. accornpn111cd by 1hc GLO Shut•ln Allida ... 11. must be pn,d on or before (I) the cxp1m11on of the pnmnry tcnn. (2) Sixty (60) days aner 1hc 
Lessee ccns.cs 10 produce 011 Of Gas from the Lensed Premises. or (3) S1:<I)' (60) dDys after Lessee completes n. dnlhng or ,eworkmg opcmllon m accordance \\1th the lease 
prov,s,ons. ,.tnchever dale IS the lotcst Such payment sholl be mode one-half ( 112) to the Comrruss1oner, and one-half ( 112) 10 owner of the soil If the shut·m Otl or G35 
royalty IS paid. accompamod by the GLO Shut-In Affidav,~ the lea5e shall be cons1derod 10 be a producing lease and the p.iyment shall extend the term of the l=e for o 
pcnod of one (I) ycor from the end of the pnmory 1erm. or from the first (I") doy of the month following the mon1h 1n which production ccosod. Md. ofter 1hot, 1f ofter a 
d1hscn1 cffon., that being those of a reason.1ble nnd prudent opcmtOt' to ob1am or repair the produc11on fac1h11cs or 10 obtom a markel. no su11ablc producuon fac1 l111 cs or 
su1 toble mmket for the 011 or Gas ex1st.S. Lessee may, upon wn11cr1 approval of 1hc GLO. e."<tcnd 1hc lease for four (4) more successive pcnods of one (I) year by paying the 
so.me amount each year on or before the expinmon or each shuHn year 

12. 0 ,\1 PENSA TORY ROYALTIES: If. dunng the pcnod the lcosc ,s kept in effect by payment of the shuHn 011 or Gas royalty. Oil or Gas,s sold and dehverod rn 
paying qU1Lrtt1t1cs from n \1o.ocll located w1th111 one thousand (1,000) fec1 or the Leased Premises Md completed m the snmc producing rc.1eno1r, or m ony case m "h1ch 
dmmagc 1s occurring. the right to conunue 10 nu11111n1n the lease b\' p:1ymg the shuHn O,I or Gas roya lty shall cease. bu1 the lease slmll remtun crrcc11 vc for the remainder of 
1hc year for which 1he royn.hy has been p..11d Upon wnnen npprovol from the GLO, rhc Les.sec moy 1nnm1am the lease for four (4) more successive years by Lcsscc p.1y1ng 
compensatory royally 11 the royahy rate prov1dl'd in the lease or !he markc1 vnlue of production from the well cawang the drainage or wtuch 1s completed m the 53mc 
producing rcscrvo,r and w11hm one thoosond (1.000) feet of the Lcasod Premises The cornpcnsatori royally IS to be paid monthly one-h•lf ( If.!) to the Conuruss1oner. and 
onc-half(l/2) 10 O\.\TlCf of the SOit bcginmns on or before rhe lns1 day ofthc: month following the month m which the 011 or Gas 1s produced from 1hc \\"CII causing the 
dm1nnge or that ,s completed m the same producmg reservoir 11nd locntcd with in one 1housnnd ( I ,CXX>) foct oflhc Leased Premises, 1fthc cornpensntory royalty paid many 
twelve (12) mon1h penocf 1s 1n nn nmounl less thM thennnual shu1-111 0 11 or 0115 roya lly. Lessee shall pay rm :.mount equal to 1hed1rfcrencc \'lfthm 1tur1y (30) days from 1he 
end of the t\vclve ( 12) mon1h pcnod. and none of these provisions w,11 rcl,cvc Lessee of the obhga11on of reasonable dc,clopmcn1 nor 1he obhgauon 10 dnll offset wells as 
pro>ided 1n RC Section 52 034. however. >t thcdctermmauon of the GLO, ond ""th the GLO's wnncn approval. the po)nlent of compcrisota<y royal11cs shall sausfy the 
obllga11on 10 dnll offset wells Compcnsn1ory royalty p.1ymcnt.s \\h1ch are not timely paid will accrue penally and interest m accordance w11h sccuon 5 of this lease 

13 . .AUTIIORIZEO DAMAGES Lessee shall pay 1hc o,vner of1hc SOIi for doma,ycs caused by 11s ope:ra11ons 10 all personal propcny, improvements. livcs1ock and 
crop5 on 1hc Leased Prcnuscs 

14. U E OF WATER: S RFACE: Lessee shall hove the nght to use water producod on SOid land necessary for drilling operations hereunder ond solely upon the 
Leased Premises. pro,.1dcd. ho,"e,•er. Lessee shall not use pocable wn1cr or water suitable for h<vcstod. or 1rnga11on purposes for Wlller flood. hydraulic frac1unng. or 
completion opcrnuons, whc1hersuch water 1s from stock 1cmks. surface reservoirs, e"<1S1mg water \\·dis, or streams on the L~cd Premises. W1thou1 the pnor wnncn con.sen! 
or ow11cr of1hc soil Lessee .shall have the ngh110 use so much of1hc surface of the land 1hat mny be rensonobly necessary for dnlhns and opcrnung 0 11 and Gas wells ond 
tmnspon1ng and mmkctmg thc producllon therefrom. such use 10 l>e conduc1cd undercond1t1ons oflcast lflJUry 101he surface of1hc lnnd 

IS. POLLUTION: In de,eloping the Lcosod Prerniscs. Lessee sholl use the highest degree of care and all proper safeguards to prc,cnt polluuon Without hm1ung the 
forcgomg. pollu11on of coastol v.'C.llands. muuroJ """3tcrv.'3y5. n<vcn and impounded wruer shall be J>fevented by the use of contrunment foc1l11tcs sufficient 10 prevent spillage, 
sccpngc or ground """3lcr co111aminn11on In the event of pollu11on, J..cssec shall use nll means at IIS disposal 10 recapture all escaped hydrocarbons or other pollutnnls and 
shnll be responsible for 1111 dnmngc 10 public nnd prwa1c propcrues F:ulure 10 compty v111h 1hc rcqmremcnts of1h1s prov1s1on may result 111 the m11x11num pcnnhy ollowcd 
by law including forfc,ture of the lease Lessee shull be liable for the damages Clluscd by such fmlure nnd any costs and e'(pcnscs incurred m cleaning 11rcas aO"ee1ed by 1hc 
d1schnrgod waste 

16. IDENTIFICATION MARKER : Lcsscc shall erect. ot n distnnce not to e.xcccd twenty-five (25) feet from each well on the premises covered by this IC35C, o legible 
.sign on wtuch shnll be staled the name of1he operator, 1he !case dcs1gn:111on and 1he well number Where two or more ,vclls on 1he same lease or where wells on two or 
more leases ore connected to the same 1nnk bm1e,y. whether by 111d1v1dunl flow hnt oonncc11011s dm:cl to the ronk or lnnks or by use of n muh1plc he.,der system, each hnc 
bctv.'CCn each \,~II and such lank or header shall be legibly 1dcn11ficd 111 all 11mcs. cllhc.r by a finnlv anachcd 1og or pla1c or an 1dcn11fica1ton properly pmntcd on such line at 
a d1s1:mcc nOl tO C'<Cttd three feet (3') from such tank or header connccuon Said s1gnJ, tags. plates or Olhcr 1dcnufica11on maricttS shall be rrnun1amcd 1n a lcg1blc cond111on 
1hroughout the term of 1h1s lease 

17. AS IG MENT : (n) SubJect to the right of the GLO 10 r«1111re a dernonstml 10,1 by the lmnsfercc of us financial responsibility. this lease may be transferred nt nny 
111nc. provided, ho\vcvcr, 1h111 the hnb1h1 y of the 1ransferor 10 pr<>s>erly d1schru1~c its obl18,f10on under lhc lease, mcludmg properly plugging abandoned wt:lls. rCtno,·mg 
plo1fonns or p1pclmcs or rcmcdu111on of cont11111mru1on nt dnll s11es shall only pass 10 the transferee upon 1hc pnor ,mncn consent of the GLO The GLO may rcqUJre 1he 
1mnsfcrcc to demon.st.rate financial rcspons1b1l1ty nnd may require n bond orothcrsccunty All transfetS must reference the lease by the file number and must be rtcordcd 1n 
lhe county where the orca 1s localed. and the recorded transfer or a copy certified to by 1he County Clerk or the coun1y where the transfer 1s recorded must be filed in the 
GLO \\1th,n ninety (90) days of the c.,ccuuon dn1e, as prov,dod by N R C Scc1100 52 026, accompon1ed by the filing fee prcscnbcd by the GLO 1ulcs m effect on the date 
of receipt by the GLO of such 1ra11sfcr or ccnifu:d copy thereof W11hou1 l1m11,ng 1hc l111b1 l1ty of 1hc ongmnl lessee or any pnor transferee for 1ha1 enruy's debts owed 10 the 
GLO hereunder, every 1mnsfercc shall succeed to all nghts and be subJCCI 10 •II obh8"11ons. habtl111cs. •nd pcnnlt1cs owed 10 the State by tho onginal lessee or ony pnor 
amnsfcrcc of the lease., mcludmg any hab1h11cs 10 the Sia.te for unpaid royalues 

lb) Not:wnhstandms any provmon m subsection 17(a), if the owner of the soil ncquircs 1h1s lease in whole or m pan by ass1gnmcn1 Without the pnor ,..,.1t1en 
approval of 1hc Comm1M1oner, 1h1s lease 1s VOid as of the 11me of ass1g.nmcn1 and the agency power of 1hc owner may be forfo11cd by 1he Comm1ss1oner An ass1gnmen1 
\\111 be trca1cd as 1(11 were made to the owner of 1hc soi l if 1hc assignee 1s 

(I) a nominee of 1he owner of the soil, 

(2) a corpom11on or subs1d1ary m y,'TIJch the owner of the so1l 1s a pnnc1p..-.l s1ockholder or 1s an employee of such a corporallon or subs,dm.ry, 
()) a p.irtncrsh1p 111 ,vh,ch 1hc owner of 1hc soil 1s a parrner or 1s an employee of such a pannersh,p, 
(4) a pnnc1pal stockholder or employee of the eorpom11on which 1s 1hc owner of 1hc soil, 
(S) 11 panner or employee in a pnrmcrslup which 1s the 0\\111er of1he soil. 
(6) a fiduciary for 1hc o,.,,ncr of the soil, including but no1 limned 10 a gua.rdmn. trustee, e,cccu1or. OOmm1stra1or, rcce1\'Cf, or conservator for 1he O\<vner of the 
soil. or 

(7) a family member of 1hc owner of the soil or related 10 the owTicr of 1hc soil by mam:ige. blood. or adoption 

18. RELEASES: Lessee mny relinquish the 11gh1s grnmcd hereunder to 1hc S1111c al ony ume by rccordmg the rclinqu1shmcn1 1n the county \\-here tlus area 1s suurucd 
Md filing the recorded rclmqu1.Shmen1 or certified copy of same m 1he GLO w11hm nmety (90) days after 11.5 cxccu11on accompanied by the fil111g fee prcscnbcd by the GLO 
rulc,i 1n effect on the date of roc-,1pt by the GLO of such relmqu1shmcnt or cen1ficd copy thereof Such relinquishment -.,II not have the effect of releasing Lcsscc from any 
linb1l1ty 1hcre1ofore accrued in ra ... or of the Slate 
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19. \VA R RA NT's' Cl.A U E. The ov.ncr of the soil warrants and agrees 10 defend title to ,he Lea.scd Premises If 1hc O\A.11ef of the soil dcfouhs in payments O\~ on 
the l..cnscd Pre.nuscs. rhcn Lessee rnay redeem the rights of the 01.'l.11cr of the soil in 1hc Leased Premises by paying any mongnge. ta'<CS or 01hcr liens on the Le.i.scd 
Premises If Lessee mnkcs payments on behalf of the owner of 1hc soil under 1h1s s«t100, Lessee may rcco"cr the cosr of these payment~ from 1hc rcntnl and royal11cs due 
the O\vncr of the soil 

20. (n) PROPORTIONATE REOUCfl O I_.A USE: If the Ol'11cr of the soil 01'11S less th.m the cnurc undovoded surfocc estruc on the nbovc dcscnbcd lnnd. 
whether or noc Lessee's mtercst 1,5 specified herein, 1hcn 1hc roy11l11cs herein provided 10 be paid 10 the ovmcr of the soil shall be paid to him m the proportion which his 
interest bca!"1 to 1hc cnure und1v1dcd surface estate and the royalucs herein provtdcd 10 be paid 10 rhc GLO shall be h~cw,sc propor11onn1cly reduced l lowc..,er, before 
Lessee adJus1.s ihe royalty due to the GLO. Lessee or his au1.hori zcd rcprcseniauve must subm11 10 the GLO n wnttcn st1:11cmen1 which cxplams lhc discrepancy bc1wccn 
!he interest purpor1cdly leased under 1h15 lensc and 1hc ac1ual mlcrcst owned by 1hc owner of the soil If an und1v1dcd in1crcs1 rcmams unlca.sed on the land covered by 
thos lease on the date of first productoon from the Leased Premises, the GLO shall be pood a royalty of l\,cnty-five percent (25%) of the vnluc of the Gross Productoon 
Allocable 10 sn1d unlenscd und1v1dcd 11ucrcs1 payable on 1hc same rcrms and cond111ons as nre provided in 1h1s lease fori hc payment of roynhy to the GLO. unul such ume 
as the Lessee hns recou1>Cd its dnlhng and compleuon costs l"'payou(") and upon payout the Lessee wi ll give notice to the GLO and beginning on 1he tirs1 doy of rhe 
month after payout the GLO shall be pood the value of I 00'1o of the Gross Production allocable 10 saod unlcnscd undovodcd interest less the proportionate operating costs 
Upon wntten request from 1hc GLO. the Lessee W'III provide the GLO \\fllh a t itle op1n1on venfy1ng the percentage of unleascd und1V1ded 1n1ercst on the Leased Premises 

(b) REDUCTION OF PA YME:NT : lf. dunng the pnmary tCTm. a po111on of the land covered by thos lease os included wuhin the boundancs ofa pooled 
umt 1hat has been approved by rhc School L..nnd Board nnd the owner of 1he soil in accordance w11h a1ural Resources Code ec11ons S2 151-52 154, or 1f, m nny 11me 
aOer rhe C'Cp1m11on of 1he pnmary tcm1, 1t11s lease covers n lesser number of acres 1han 1he 10ml amount described herem. payrnenis that nre mndc 011 a per acre bas,s 
hereunder shall be reduced accord mg 10 the number of acres pooled. released. surrendered. or ochcr.111se severed, so 1ha1 payments dcturmned on o per acre basis under 
the terms ofthos lease dunng the pnm.iry term sholl be calculnted based upon the number of acres motsode the boundaries of a pooled unot, or, of ofter tht c,p1rnt1on of the 
pmnory renn, 1hc number of acres actunlly rernmed and covered by 1lus lease 

21. LIEN: In occord:mce wuh RC Secuon 52 136. the tntcshall hn,e n first loC11 upon all 0,1 and Gas produced from the area covered by rhos lcnsc to secure payment 
of nll unpaid royalty nnd ocher sums of money 1hat mny become due under 1h1s lease Dy acceptance of 1h1s lease. Lessee granrs 1hc State, m ndd,uon to the lien provtdcd 
by N R C Scc11on .S:2 136 nnd any other opplicnblc Stn1u1ory lien, nn e,:press con1raciunl hen on nnd sccunry 1n1er~1 m al l leased nuncmls 111 and cx1mc1ed from 1he U'zed 
Prcmoses, all proceeds whoth may accrue to Lessee from the sale of such leased moncmls, wh'1hcr such proceeds nre held by Lessee or by a tho rd party. and all fi'1urcs on 
and improvements to the Leased Pmmscs used m conna:11on w11h 1hc produeuon or prcxcssmg of such lc.i.sed m1ncmls in order to secure the payment of all royall1cs or 
other amounts due or 10 become due under 1l11s lease nnd to secure payment of ony d1mngcs or loss that ovJl'ICr of the soil mny sufTcr by reason of Lessee's breach of nny 
CO\enant or cond111 00 oftlus lease. \\..hcthcr e'Cprcss or unphcd 1111s lease. when filed m 1hc rea l propcny records \A.-i1cre the Leased Premises ore locnted. and for puq>OScs 
of perfecting owner of rhe soil's ltm on o.nd sccunty m1crcs1 mall procttds, shall constuute a fin.lnCmg stn1cmcnt under 1hc Texas Um form Commcrc,al Code Tots hm 
ond secumy m1crcs1 may be foreclosed w,1h or without coun prcx.ccchngs 111 the manner pro\11dcd m TIiie I, Chapter 9 of 1he TcxM Business ond Commerce Code Lessee 
agrees thm the GLO nmy require Lessee to c::xcculc and record such ms1rumcn1s as may be reasonably neccss.ary 10 acknowledge, :utach or perfect tlus hen Les.sec hereby 
reprcscnlS 1h.n1 there arc no pnor or superior hcnsansmg from and rela1mg 10 Lessee's ac11v1t1cs upon the above-described propcny or from Lessee's ncqms111on of1h1s lease 

hould the GLO nt any lime ddemune that this rcprcscntauon 1s not true, then 1hc GLO may declare this lease forfctted as provided herein 

22. FORFE IT URE: If Lessee shnll foil or refuse to make 1he payment of any sum w1llun ll11ny (JO) dnys oner II becomes due. or 1flesscc or an au1honL.cd ngm1 should 
knowmgly make any false return or false report conccmong production or dnlhng. or of Lessee shnll fool or refuse to dnll any offset =II or wells on good faith as required 
by lnw and the rules nnd rcgulnuons adopted by the GLO, or of Lessee should faol 10 file reports on the manner required by low or fool to comply w11h rulc:s and regulauons 
promulgated by 1hc GLO, 1hc S1..13 or the Rn1lro.,d Comm,ss1on, or refuse 1hc praper 1w1hon1y noccss 10 1hc records pcmumng 10 opcrnuons, or 1f LC$scc or an nuthonzcd 
ngent should kno--,ngly fool or refuse to govecorrect onformntoon to the proper nutloonty. or knowingly faol or refuse to fumosh the GU) a correct log of any well, or of Lessee 
shall knowmgly violate MY of the prov,s1on, of1h1s lca.sc. or 1fth1s lease is assigned and 1he 115.11gnmcnt 1s noc filed 10 1hc GLO as required by law. or ,f USScc shall fa il or 
refuse to execute and file a release as required under thos lease nnd by GLO rules. ,he nghts acquired under the C11lorety of thos lcnse shnll be subject 10 fo<feuurc by the GLO. 
nnd n shall fo1fcn same when suffic1e111ly informed of 1hc fac1s which au1hor1zc a forfeiture. and when forfeited the arc.1 sholl A~111 be subJCC:l to lease llow'Cvcr, 1101hmg 
herein shall be construed n.s wa.1vmg 1hc au1omat1c teomna.1100 or1h1s lease by opcrnuon or law or by reason of any special l1m11a11on nnsing hereunder Forfc11urcs may be 
~, aside Md this lease and all nghts 1hercunder reinstated before the nghts of ano1hcr intervene upon sa1urac1ory cv1dcnee to 1he GJ...0 of ruture compliance with the 
prov1s,ons of the law and of this lease and rhe rules and rcgulauons rhnt may be. adop1cd rclauve hcrcro Nct1her 1em1in:tt ,oo nor forfc11urc of1h1s lease shnll hove 1hc effect 
of rcleas:1118 Lessee from My ltab1hty theretofore accrued in favor of 1hc S1ate 

?J. A PPl, ICJ\OLt: L,I WS ANO DR! LLING RESTIUCTIONS: Thos lcnsc shall be subJect ro nil rules and rcgulat,ons, and nmcndm011ts thereto. promulg.ited by the 
Rn1lroad Comm1ss1on nnd the GLO 80vcrmng dri ll ing and producing opcmllons on tote land (spec1ficnlly includmg uny mies prorn ulijated that rcla1c to 1>aymen1 of 
roya h1es, and oud11111g procedures, and shull be subJOCt 10 all 01her valid sto1u1es. ru les., regulations. orders ond ordmance3 th,·tt may affect opcrouons under 1he provisions of 
thos lease IVothout hmotong the generaloty of the forego,ng. Lessee hereby agrees, by the acceptance of thos lease. 10 be bound by and subject to all statutory and rcgulatOf)' 
pro\.1s1ons rcloung to the GLO's aud11 bill mg noucc ond nudn hcanngs procedures S;ud slntulcs ore currently found 01 N R C Sections 5:? l)S nnd S:2 137 th rough 52 140 

24. REMOVAi, OF EQ IPME T: SubJect to lom1tnt1ons on thos section. Lessee shnll ha,e the nght to remove machinery and fixtures plnccd by l..cssce on the 
Leased Premises. mcludmg the nght ro dmv. and remove casing. dunng or wuhm s.1'< (6) mon1hs 3flcr the c,cp1rat1on or the 1crmina11on of this lease I lo~vcr, Lessee 
may not remove casing from nny well capable of producmg Oil nnd Oas m paymg quon1111cs Acld111onnlly. Lessee m11y no1 drnw nnd remove casmg un11l aflcr 1h1ny (30) 
days wnucn noucc to 1hc GLO ond 10 1he owner of the sod If Lessee fails to remove such mochmery and fixtures w11hm the allotted 11mc. then such machinery and 
fi'(lurcs shall, at the clcct1on of the O\A.ner of the soil. c11hcr become the property of 1he Q\\'Tier of the soil or the owner of 1hc: soil m..,y ha"'c such mrich1nery and fi xtures 
removed nt lhc sole expense of Lessee No1w11hstanding the foregoing. 1f1h1s lease 1s forfeited or 1errmno1cd for any reason, Les.sec sholl not remove 1he casmg or any 
cqu1pmcn1 from the 1..coscd Premises until wells hove been plugged to rhc !lnllSfoc11011 of 1hc Rn, liood Comm1ss1on, All pits hove been properly fi lled and :ill debns has 
been removed from 1he Leased Prcrmscs, and owner of the sod has provtdcd vmnen approval ofoll restorauon 

25. FOR E MAJEIJ RE: If. 111 the las1 year of 1hc pnmary lem, orihercaficr, ~cc 1s prevented from complying with any express or 1111pliOO covenant 0(1h1s lease. 
from conduc11ngdnllmg opcm11oos !hereon, or from producing Oil and/or Ga.s therefrom, aflcrefTon made 1n good fa11h. by reason of war, rebel hon. riocs. stnkcs. fires. acls 
of God or any order, rule or rcguhu1on of govcmmcn1al au1honty, then while so prcvemed, Lessee's obligation 10 comply Wllh such covcnam shall be suspended upon proper 
and sntosfnctory proof presented to the GLO (the GLO should be notified vmhon fifteen ( I 5)days of any force mnJcurc ev0111) nnd accepted by the Gi.,O on suppon of Lessee's 
co111cnt1on nnd Lessee shnll not be hable for damages for foolurc to comply 1hcrcw11h, and rhos lease shall be c,1ended whole nnd so long ns Lessee os prcvemcd. by nny such 
cause. from dnlling. reworking opcrauons or producing 011 and/or Gas from 1he Lcasttt Premises Lessee agrees 10 11nmcd1a1cly nou fy 1he GLO when the reason for force 
ma;eure h3$ ccucd N<>l'\.\11hs11mdmg anything contamed herem 10 the contrary. a v.-cll being shuHn a.s a resuh of ptpchnc disruptions thnt arc sub;cet 10 section 11 ofth1s 
lea.se docs noc consutute nn event of force maJcurc. and Lt-sscc ·s obl1gn11ons under this lc:1se arc no1, for 1ha1 (cason. tl(cuscd pursuant ro 1tus section 25 
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26. LEASE SECUR ITY: Lessee shall tnlcc the h1ghcs1 degree of care and all proper safeguards 10 protect said Leased Prenuscs and 10 prevent then of Oil. Gas. and 
01hcr hydroc.,rbons produced from smd lease llus includes, but 1s not l1m11cd 10, the 111stalla11on of oll neccssory equipment. scnls, locks. or ocher nppropnatc prot«:t1vc 
devices on or a1 all access pomts at the lease's producuoo. gather,ng. end Storage system, where then of hydrocarbons can occur Lessee shall be hablc for the loss of any 
hydrocarbons resulung from then and shall pay !he GLO royn l11cs ,hereon os prov,dcd hcrc,n oo all 0 11. Gas or other hydrocarbons lost by reason oftheR 

27. UCCESSOR ANO ASSIGNS: Inc covenants. cond111onsand agreements contamed hcic,n shall extend to and be bmdmg upon 1hchc1rs. cxccutO<S, admm1Stra100. 
successors or assigns of Lessee herein 

28. VE U[: The o..-ncr of the so,I and Lessee. including Lessee's successors and 35Signs, hereby B!!fee that venue for any d1spu1e ,nvolvrng the GLO and ans,ng OU! of 
a proV1s1on of this lensc, whether express or 1mpl1cd. regarding rn1crpre1n11on of this l~ c. or rclaung m any v.ay 10 th is lcnsc or 10 opphcablc case law. sto1utes. or 
adm1ms1m11,c rules. sholl be in a court of compecentJunsd1c11on cuhcr rn Travis County. Tc'(as. or m the county where the Leased Prcrmscs ore located. Bl the opuon of the 
GLO 

19. LANO PROTECTIONS 

Lessee agrees to provide m least seven (7) days' pnor notice to O\loTICr of the soil before commencing any surface opem11on.s on the Leased Premises. such notice to mcludc 
loca11on of opcmuons and wo,k 10 be performed 

(rt) Upon \VT11ten request of 0\\11cr of 1he soil. Lessee shall cons truc1 n fence around any dnll site dunng dnllmg opcrn11ons. Md 1f production 1s oblruncd. Lessee 
shnll construct a fence around nil production fac,hucs capable of lummg amle and/or lwcstock Lessee agrees to mstn ll gates at all fence crossings used by Lessee in 

coonccto oo wnh opcreuons hereunder Should a caltle guard or guards be ploccd on the Leased Prcrmscs by Lessee. then such ca1tlc guard(s) shall be lcfi in place nrvd 
become 1hc propcny of owner of 1hc soil aficr 1he cxp1rnt100 of 1h1s tense 

(b) Lessee shall not cut any cxtenor or boundary fence nor open any locked cxtenor or boundary gates oflhe Le.15cd Prcrmses w11hoo1 owner of the soil's pnor 
wnucn pcrm1ss1on. which shall not be unreasonably withheld 

(c) o employee, rcprcscntnllvc. cootractor or any other pcrsoo allov.1:d by Lessee to come upon the Leased Premises shall be pcnn,ncd to hunt, fish. trap, or camp 
on !he Leased Prermscs. nor shall nny such persons be pcnmucd to bnng nlcohohc bc\cmgcs or 11lcgol drugs on ro 1he Leased Premises n1 nny 111ne 

(d) All pots used by or oo behalf ofLc5.scc dunng dnllmg operations oo the Leased Promises shall be l,ncd ,...,,h an 1mpcrv1ous matcnal so that no nu1ds m.1y csca~ 
such p11s Lessee nnd tts ass1gru shnll not let nny snh \1/ilter or any 01hcr dele1cnous subs1ancc run on or over 1hc Lensed Pre.mises, or let such subsumccs run mto owner of 
rhe soil's s1ock IMks or any creek. stream. nver or ocher body of ,..,•;ucr. and absent owner of the soil's pnor \\rTillcn consent to the contrary. Lessee shall not use any wells 
on !he Leased Premises for salt water disposal purposes If o..-11cr of the soil elects 10 consent 10 !he use of wells locntcd on the Leased Premises for salt water disposal 
purposes. 1hc p.111,cs sh.ill enter into II separn1e ngrccmcnt covenng such d1sposnl 

(c) Upon complcuoo or abandonment of any well or wells. Lessee shall fill and level all slush pits and ccllim and completely clean up the dnllong site of all rubbish 
thereon and restore the surfocc to 11s near i ts or1gmnl cond111011 nnd con1ours ns 1s pmct1cnblc Lessee slmll. whi le conduc11ng opcr:u1ons on the Leased Premises. keep said 
prcnuses free of all rubbish, cans. bott les. paper cups or garbage Lessee shaJI maintain 1rash conuuners a1 all \VOrk sues dunng co11struc11on on the Leased premises. such 
•rash con1111ncrs to be located al entrances and exits on each side of1he road and near places ofh1gh acuvuy Tanks and equipment W1l1 be kept painted and prcscmnblc 

( f) When requested by the owner of 1he so,I, Lessee sholl bun us pipelines below plow depth 

(g) Nodnl l sue locations. stomgc lanks. or 1rca1mcn1 fnc1l111es shall be esiabllshcd w11h1n three hundred feet ()00') of any residence or b.im now siturued on 1hc Leased 
Premises v-., 1hou1 owner of the soil's pnor written consent Lessee shall conduc1 all dnll1ng and producuon opcm11ons cn11rcly ""1h1n each dnll site The oV¥Ticr of the soil 
shnll h.ivc the ngh1 to pan1c1pa1c 1n the sclccuon of the loca11on of roadways to and from My dnll site on the Lc3Scd Premises and that pnor to begmnmg opernuons 
hereunder. Lessee shal l contact the O\\;TlCr of the so,I for consc,11 as 10 the locnuon of such ro.1d\vnys. wh,ch consent wil l not be unrcasonnbly wnhhcld 

30. OEF1Nl1'10NS: 

• ••• • s • •• • • •• 

"' lf rU" means Dn11sh 1hcrmal umt, which 1s the quantny of hea1 required 10 rn1sc 1hc 1cmpcra1urc of one·potmd avoirdupois of pure wa1cr from 58 S 
degrees Fahrenheit (-F") to 59 s•F An MM Btu 1.s one mill ion\ I .<X>0.000) Ont1sh 1hcnnal units 

b " Dry Gas" means a Gos tho, contains less 1hon or equal to seven (7) lbs ofwoter per million standard cubic feet Tiic volume of Gas. on a Dry Gas 
basis, shall be dctcnn1ncd by mathcma11cally rcmovmg the \v.'lter vapor from Gas 1hot 1s pnnrnlly or fully sn1umted w11h wmcr vapor at measuremen1 
co11d111ons of Oowrng pressure ond 1empernturc T he 101111 energy con tent of Gns shnll be the product of muh,plymg the volume of Gos. on 11 Ory Gns 
basis. llmcs !he hcaung value per unit volume. in OtwSCF. on a Ory Gas basis. a11hc same base tempcralurc and base pressure 

c "Gns" means methane ond other G35eous hydrocarbons. 1nclud111g Gaseous eombus11ble, noncombust1blc. and inert elements.. compounds. components 
°' m1'tlurcs thereof. and liquefiable hydrocarbom m the vapor stream G.u volumes shall be calculated and rcponcd~ at the opuon of 1he GLO. 1n 
Slnndnrd cubic feet (SCF). one thousand (1,000) s1nndord cubic feet of Gas (M CF). or one m1ll1on (1,000,000) standard cubic feet of Gos (MMSCF) 

d "Gross f ltft ling Vnluc or BTU Con rent .. means the energy per un11 volume represented by rhc number of BTUs produced by che complete combu.st1on 
of one standard cubic foot of Gas (excluding hydrogen sulfide) nt n tempcm1urc bMe of $1'llY degrees (60" I· ) Fahrenheit nnd pressure base of 14 6S 
pounds per square mc.h nbsolulc 

• 

"Gr oss Produc lio n"' means oil Gns and nmds brought from underground up 10 and through the \.\'CII head, And includes (1) all hydrocarbons produced 
on l1qu1d form as Oil or condensate at the well head and also all condel\SOtc. distolla1c. and any other hquid hydrocarbons 1ccovercd from 011, condensate. 
or Gas run through a separator or other cqu1pmcn1, (11 ) all hydrocarbons and Gaseous subs1anccs not m hqu1d form produced from any ""ell, ond (111) 

nntuml Gtt.solmo or liqu id hydrocarbons, cnrbon d1ox1dc. cn,bon black. sulfur or nny other products produced or mnnufoc1urcd from any Gas or liquid 
11,e Gross Productoon ,olumes of 011, conde11sa10, and Gas includes nll 30les. custody transfer d1spos1uons. nnd/or Sloned ,olumcs ond all non.solos 
d1sPo5111on volumes, mcludmg bu1 no1 l1mncd to. lease use. fuc:I. vent. flare, spills, uncon1rollcd releases, then, and any ocher loss The Gross Producuon 
of Gaseous hydrocarbons slmll be adJus1cd nnd reported 111 MMOTUs 

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

••• • • • • • 
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''Mnrktt Valo t " means the gre.11~1 of (1) the highest posted pncc, plu.s premium. ,r nny, offered or pa,d for 011. Gas. condens111c, d1s11llate. other 
h)drocrubons. or an) Olhcr Products produced or manufactured from the 011 or Oas. ofs1m1lar charac1en.s11cs and t)pe m the general area, (11) lhe 
prcva,lins mar~el pncc ohcreof in ohe scncral area. (111) ohc proctt<b of ohe s.,le ohercof, or (1v) ohe h1ghcs1 value reasonably avarlable 10 Lessee TI,e 
proceeds or sale shnll include 1hc total voluc accnung to the L.c.ssec from the snlc or use of 1hc production. 1nclud1nij procecd.s ond any 01hcr tlung of 
value rccc,,·cd by Lessee or the operator 

g "Mnrkc1~blc" means that suffic1en1 mfras1ruc1urc 1s 111-ploce or ms1ollcd to allow for 1hc sale or delivery of merchantable 011 and/or Gas mlo the 
cusuxfy ofan au1hon1..cd ca.mer, rccc1,·mg agency, Of party 

h ''Muclurntnblc" means 11) v.11h respect to Gas, a Gas that is commcrcutlly free of dust. sand. din. gum-forming consrnuc.nls. nalural Gasoline, hqu1d 
h)drocarbons. waler. ,ncns. and any other substances that may become separa1cd from the Gas dunng handling thereof and may be mJunOUJ to uuhty 
fac1h11es. 1ndusmal, commercial. nncLor rcs1denual users that v,.'OlJld cause the Gas 10 Ix unm1U'kctable Of rcqu1Jc add111onal 1rca1mg Bndlor processing 
10 l>c re11dy for use nnd consumption (sale and u11e). nnd (11 ) wuh respect to 011, n crude 0 ,1, condensate, and other l1qu1d hydrocarbons recovered in 

hqu1d form from any hydrocarbon production (ml or Ga.s) produced on or from 1he Leased Prcm1.scs 1hat 1s suuable for normal refinery processing. 
sumc,enlly free of forc.1gn wntnminants or chemicals. nnd mec1, 1he appropnate p1pdme or 1rucl haul spcc1fica11ons for sediment and wa1er 

"l\acuml G,s Liquids ( 'G L•)" mean, ohose h)drocarbons lrqucficd. remo,'Cd. rcco,ercd. or condensed from na1ural Gas•• 1he surface m field 
produc11on f1JC1h 110 as 011 or condcn531c or m nt11uml G:1s procmmg plants 1\5 011 or stab1ll1cd condensate and a.s rnw mo, liquids pnor 10 scp.1m11on 
do,,11 10 1hc1r base componcntS Nn1urol Gas hqu1ds that arc 1101 recovered or removed a.s condensate m plant sys1cms located on or oil' the Leased 
Premises or 1n a Processing Plan1 consist of e11htt t1) Rav. \t1~. or (11) component plant products cons1sung of merchantable and marle1able commercial 
sndcs and/or blends of each ofohc 1ndrvrdual cornpoocnis. aflcr f1111c1ron,11ron. of c1hanc. propane, rso-lxnane, normal bu1anc. and naoural Gasohne ohat 
include pcntancs plus (1so~pcntonc, normnl pcntm1c and hydrocorbon components of hrghcr molecular weight) 

·• 'on Proccsnd Gru .. means nll hydrocnrbons and Gaseous substnnccs not defined :u 011. that are not proces.5Cd rn plant sys1erm located on or olTthc 
Lcasrd Premises 01· 111 11 Proccssmg Pinnt 10 remo"e or c,i;tmct aturnl Gas L1qu1ds 10 produce a P1pclme-Qunlity uura.l Oas or Residue OM (although 
the term includes such substances that ha\e been remo"ed from 1he Gas th&1 include. bu1 arc not limned to. c:arbon d10'1dc. sulphur, water, or an) other 
cons111ucnt or component ncccss.try 10 produce l't P1pcl1nc-Qual1ty '\mtural Gas) 

"Oil" means all hydrocarbons produced in a hq111d form nt ohc mcxnh of ohc MIi and also all condcnsooe. dm1lla1c and 01her liquid hydrocarbons 
rcco,ercd in liquid form from an) h)drocarbon producuon (orl or (Ja.,) produced on or from ohe l.nJcd Prcrnrscs when run ohrough • scparaoor <>< 01hcr 
equipment that 1s s1orcd 11 pressures less 1han or equal to IS pounds per square inch gouge, and lluu 1s not c'<tmc1cd m the fonn of R11w M1,i; m pl:mt 
systems located on or ofTthc Lea.scd Prt.m1scs or in a Processing Plant pnor 10 frnc11on.a.11on All Otl ,·olumes shall be corrected from the mcasurcmcnl 
cond111on 10 report ohc produced ,olumc of 0.1 ,n oock Tank Barrels a1 S1ock Tank Cond,orons per ohe applicable 1\PI MPM 51andards 

" Pipt llnc--Qu:. lity hturul Ca.J" means a natural Gas that 1s merchantable and marketable thaz mttts an 1n1cn1a1c or 1nt~latc 1ransmtSS1on company's 
minimum spa:.1ficat1onJ ,....,th respect to (I) dch\.cry prcssurc,(11) dehH'f) 1cmpcnuure .. ( 111) BTU content, {iv) mcrcaptan sulfur,(\.) total sulfur, (..-1) 
moisture and/or \\~Jlcr con1cnt. (,11) carbon d10'<1dc. ("m) oxyuen, (1,c) 1011,I men, (the total combmcd ca,bon d10'<1de. helium, nnrogen. O"C)gcn, and 
any other mcrt compound percentage by ,·olumc), (~) h)'drocrubon dew point hm,15, ("'Cl) mttchM1ab,l1ty, {'l:11) content of a.ny liquids 11 or 1mmcd1a1cl) 
dov,.1151rc.1m of 1he dcli..-ery point into a p1pc:lmc, 1tnd ('<111) m1crchnnMcab1lity v.11h 1he t)'p1col compos111on of 1he Ga.s 1n 1hc p1pchne wilh respect to the 
folloY.1 ng 111d1ccs Wobbe Nurnbc.1, L1 fl inij lndc"C, HMhback lndt)(, crnd Yellow l", p lndc'< per J\GA Bullc11n No 36 

m .. Procused G:u" means natural Gas processed m a Process mg Plant(S) located on or off the Lcltscd Premises "here Gu 1s processed 10 remove or 
C'<lf3C1 hqucfiablc h)drocarl>ons or Row Mix from the natural Gas S1rcam to produce a P1pclinc-Ounl11y Natural GD.Sor Re1,duc GM. NGL.s. nnd othcT 
1>roduc1s. and 85 u.scd herein includes 1hc Residue Gas. the Raw M ,~ (and rcsuhmg NGL.s). ond ocher produc1, 

n .. Proc,11ing Ptn111" means. plant systems, located on or ofTthc I cased Premises, 1h:1t 1ncludc a Gas processing plant, na1urnl Gasoline plnn1. Cr.isol1nc 
plant, or other plant v.flerc ray. unprcx:.csscd nalurnl Gu 1s processed to rtmO\C or e~uac1 Raw ri.11~ from 1hc natural Gas strC3m 10 produce a P1pel1ne­
Quahl) aoural Gas or Rcsrdue GM and 01hcr producis. and ohc Raw \II\ 15 lhcn euhcr 11) scpara1cd I>} frac11ona1ron do"TI 10 ,is base cornpoocnos pr,<>< 
10 ,toro.ge o.nd/or transpon that mcci.sorcooform~ 10 1.111 appltcablc GM Processors Assocu111on {OPA) S1andards:md/or Spcc1ficn11on~ for 1hc commerc1o l 
sale of c.:ach llqucfiablc hydroc.arbon product. or tu) transported 10 nnothcr plant for scparnuon down to its b~c componcnl.s by fract10Mt1on pnor 10 
S1oragc and/or 1ranspon for ohc commcn:ral sale of each lrquefiablc h)'drocarbon produco Any deductions. cosis. or processing fees assocraocd "'"h the 
rcmo ... al or rcco ... ery of Natural Gas L1qu1ds 1s s1nclly l1m11cJ 10 only 1hat pan of any Processing Plnn1 or foc,ht) w~rt Raw 1'11'< 1.s ro:o"crcd, and ,f 
apphcnblc a1 that plant. also fract1on8led 10 thetr componen1 pans 

o " Rnw 1\lix" means a m1-.cture of Nntuml GM L1qu1ds t GL,) 1hn1 has a true vapor pressure gTcatcr than fifteen t 1 S) pounds per square inch gnugc 81 
I 00 degrees fahrcnheu t' F) p1101 10 scparauon do,,11 to 11.s base componcn11 by frnc llCNmllon, typically consisting of a nu~turc of hqucfiablc 
h)drocarbons. 1nclud1ns but n01 l,m11cd 10. 1hc naoural Gas lrqu,ds e1hanc. propane. 1,0,buoane. normal bu1anc. and na1ural Gasohnc 1ha1 rncludc pcnoancs 
pl"' (1,0,pcntanc, norm•I pcn11111e and h)drocarbon compoo<nlS ofh,ghcr molcculBr weogh1) 

p " Rudy for S:d c Mnd Use" mean.1 the follov,.ing 

F'or Oil: Oil that 1s merchantable nnJ marketable and Olhef'\l,,.se in a cond111on such that the 01l 1s smtablc for lr&nJftr of 
ownership and \\111 ~ acccplcd by a purchaser under I sales contract typical for the field or area. 

For on,Procn scd G,u: A P1pcllnc-Qunl11V No1ural Gas that 1s mcrctwuablc and marle111ble and otherv,,sc in a cond1t1on 
su11oble for oransfc, of 0"11crsh1p such tha1111e n.11ural Gas or 01hcr Gas produco ..,, II be rnoerchangcable ""hand acc:epocd by a 
purchaser under an mtcrsuuc and/or 1111rns101c Gas sales con1raa typ1c.1l for 1hc field or area for use by nn mdus1nal. commercial. 
and,or rc.suJcn1ul user 

For Rt-.siduc Cru A P1pcltnc-Qunhty Nn1urnl a~ ru the Lnilga1c ofd1e only or hu1 stnge of Gos processing 10 remove atural 
Gas L1qu1ds thal 1.s mcrcha.n1able and mnrkc111ble and othcrv.,se m a condiuon suitable for transfer or ownership such tha1 the 
natural Gas or othcr Ga., produa ",II be ,ntcrchangcablc v,.,11h and acuptcd by 3 purchaser under an mtcrs:ta1c and/or intrastate 
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Gas sales con1rac1 typical for the field or ar~ for use by an mdusinal, commcrcml. 1md,or rc11dm11al usu 

1v For n1untl GnJ Lit1uid.J: (A) 111crchru11ablc and mnrkcrnblc Raw M1:1< tit the point $Old BS such 10 a 1h1 rd p..'lrtv ot nrms' lcnHlh, 
or (0) mcrc:hnntabtc nnd marketable Nnturnl Oa.s L1qu1ds at lhc ta1lga1c of a Processing Plant afler frxuonauon that are sunable 
for innsfcr of O'o'-nersh1p that "111 be mterchangc.ablc \\1lh and accepted bv a purchaser fo«" sale or use by an mdust.nal and,'or 
commercial user 

For 0 1hcr Product!: Products that arc in a cond111on 1h:u ""111 be 11cccptcd by a purchaser unMI' a sales contract 1yp1ca1 
for the field or ara for use by an 1ndustnal or con1mcrc1al U5Cr 

q " Ru:itJue C,u .. mcnns (1) the mrucnnl thn t rcmu1ns oOc.r n sepamuon. 1rca1mcn1. or Gas condmomng process. nnd (11 ) 1ha1 Gas rcmommg afler 1he 
recovery of a1Urol Gas Loquods 10 produce a Popclonc-Quahty ,a,untl Gas If 1he Gas o, processed 10 rcmo>e hqueliable h~drocart>ons on a scnes of 
Processing Pianos. 1hcn lhe Residue Gu os 1ha1 Gas rcmaon,ng after 1he rcco,•cry of a1urnl Gas Loquods 10 produce a P,pclonc-Quah1y noural Ga, 31 

the IMt Processing PIMt 111 the scncs 

.. toc.k Tnnk Bnrnl .. means 1he "-olwnc or hqu,d h)drocarbons lhllt lS cqu1"·alm110 the volume of forty -two (42) US gallons ot atmospheric pressure 
and 60 F 

.. tock Tnnk Condilion-1 .. means a stock tank mtttmg all applicable API spcc1ftca11ons and rcqumerncntJ at atmosphcnc pressure and 611' F 

J I. DI C LO RE LAU E. All provosoons pcnainonll lO 1he lease of 1he lnscd Prcm,sc, have been ,ncludcd on 1hos 1nstrumen1. oncludonll lhc sta1emcn1 of 1hc 1rue 
consldcrauon 10 be paid for the c'<ccuuon ofllns lease and 1hc ngh1.s and duucs of 1hc pa111cs Any col1a1ernl agreements concc:rmng the dc,clopmcnt of 011 and Gu from 
the Leased Premises " h1ch arc not contained 1n 1h1s lease arc '""al,d 

32. FIOU IARV OUT, . The owner ofohe sool owes lhc S1111c I fiducoaJ) duty and must fully dosclose any foctS affccung 1he S111c's onocrcs, on 1he I cued Premises 
When the interests of the owner of the soil conO,ct ,vuh those of the State, the owner of1 he so1l 1s obligated to put 1hc State 's m1cres1s before his pcrsomll 101crcs1s 

JJ. INOE\l~rrv. Lessee hcrcb, releases and d1.sch:u~es the tatc of rcus and 1hc ov.11cr of the soil. their officers. m1plO)CCS. panncrs, agents. contractors.. 
subcontractOfS, guests.. 1nv11ccs. and 1he1t rcspccl l\.C successors nnd assigns, of nnd from nil and any ae11ons and causes of action of every nnlurc, or other harm. 1nclud1ng 
cnvtronmcnu,1 harm, for ,i.h1ch recovery or damages ,s sought , 1ncludmg. but not limned 10. all los.st"S and "penscs which arc caused by the 11CU\.1t1cs of Lessee, its 
officiers. employees~ and agents ansing out of. incidental 10. or rcsuh1ng from. the opcrnuons of °' for Lessee on the Leased Premises hereunder, or tha1 may msc out of 
or bt occasioned by Lessee's breach of any of 1hc 1crms or provos,ons ofoh,s lease. or by any ocher ncghgen1 or sonctly hable act or om,ss,on of Lessee runhcr. Lessee 
hcrcb) ag.rccs to be l111ble for, c, 0t1cn11c, indemnify. defend and hold harmles5 1hc S tale of r e"<as and the o,i.ncr of the so,1, their officers. employees and agents. 1hcir 
succCSSOJs or assigns. ngnrnst any and all cla11ns. hab1h11cs, losses. damages. ncuons. personal 10Ju1y (including death). costs aod C'(pen.scs. or 01hct harm for Y.-h1ch 
rcco,tr) of damages os soughl. under any 1heo,y ,nclud1n111on. con1rac1. or Sirico hobo hi). oncludong anomC)-S fees and Olhcr leg.al e,pcnses. ,ncludong lhose relaoeJ 10 
cnv1ronmcn1al hazards. on 1hc Lca..sed Premises or many "'I) related 10 Lessee 's failure 10 comply w11h any and all emironmcntal laws , those ans10g from or man) wa) 

rcln1ed to Lcs.Jcc's opcnn1ons or any other of Lessee's ac11v111cs on the Leased Premises. 1hosc nns111g from Lessee' s use of1hc surfnce of the Lc:tSCd Premises. and 1hosc 
that may ansc ou1 or or be occasioned by lcs5cc's breach of an) of the tcnns or prov1s1ons of this tease or 11.M) other act oc om1n1on of Lcsstt. 11.s d,rectors., officers. 
employees. pannm. agents. contractors. subcoo1ractors. guests, 10\IICCS. and 1hc1r rcspccuve. 5UCCCSS<>r5 and assigns Each ass,g.ncc or this lca.sc. or en m1c1cs1 1hc1cm, 
a.grccs to be lmblc for, "oncm1c. mdcrnn,fy, defend and hold himnlcss 1hc Suuc of r e,ns and 1hc O\.\lfler of the soil, their officers, employees, and agcnl!'i in the same 
manner provided above on connccuon w,1h 1he i,c11 vo11es of Lessee. ots offocers. cmplo)ees. and 1gcnl$ as dcscnbcd abo,e. 1:XCEPr /\ 0 nl ERWISI: 1:XPRf LY 
LIM IT ED Jll; REI • ALL OF r111; I OEMl'IITY OllLIGATION ANDIOR LIAll lLITIE' A UMED U DER T IIE TERMS 01' T Ii i AG REEMENT 

IIALL DE \\ ITIIOl LIM ITS AND \ \ 11 IIOUT llEGA RD TO T Iii: CAUSE OR /\U E. TII EREOF (EX L DING PRE-EX-ISTl ,,G ONDIT ION ). 
TRICl" LIAIIILITV. OR T Iii: 'EGLIGI: 'CE OF ANY PART)' OR P/\ RTI E' (I 'C LllOI G T II E EG LIGENCE OF T IIE INOt: M IFIEO P/\ RTV). 

w111: n1 ER SUCII NEGLIGl: NCE IIE SOLE. JOINT. CON URllEN r. ACTIVE. OR PA SIVE. 

~ - ENVIRON~11: 'TAL IIJ\Z RO . Lessee shall use 1he h1ghes1 degree of care and all reasonable safeguards 10 prc,en1 con111n, na11on o, polluuon of any 
cnvaronmenml medium. including soil, surfocc ,vacc~. groundwater. scd1mc111s, ond surface or subsurfoce s1m11t.. ambient 01r or any other environment.ii medium m, on. 
or under, the Lea.sect Pramscs. by any \\.Ule, pollutant. or con1amman1 Les.sec shall not bnng or permit 10 remain on the Leased Premises any ubcstm cootammg 
matcnals. explos,,cs. IO"<IC m11tc1111l.s. or subs11nccs regulated a5 hanrdous was1cs. hazardous m111en11ls. haznrdous subs111nccs (as the term "lla7..ardous ubstance" 1s 
defined on 1he Comprehens"e Envoronmeno•I Response. Compcnsa1,on Md L,nb1h1y /\cl (CERCLA). 42 USC Secuons 9601. co seq ). or 10<1c •ubslances under any 
federal. soaoc. or local ialY or rcgulauon ("I fo,.ardous Maocnals"), cxccpl ordinary products commonly used m connccuon ",1h O, I and Ga, cxplom11on and dcvelopmen1 
opcnlloonsand soared onlheusual manncrondquanmoes LE SEE"S VIOi T IOK 0 F1 IIE FOR ECOi NG PRO IIIOITIO IIALl, CO TITUTI: /\ MATERIAL 
ORF CH AN D OE FA LT II ERE:U DER ANO LI EE IIALI. INOEMNIF) . IIOLD IIARMU AND DE:FE D T II E STATE OF TEM AND T IIE 
OW ER OF T IIE OIL !'ROM A O AGA INST A V CLA IM , DAMAGE . JUDGMENT . PENALTIF . LIAlll l.. lTI ES. A D COSTS (I 'CLUDING 
REASONAllLE ATIORNEYS" FEES A D co R"I O ISi CAUSl: O DV OR AIUSI 'G O r OF (I) A VIOLATION OF T HE FOREGOING 
PRO HIIJITION OR (2) TII E PR£SE1'CE. RELF.A F. OR 01 PO Al, OF AN) IIAZ ROOU MATERIALS ON. U:-I OER. O R /\BOUT r 111: LEASED 
PREMISES D RING LES 1: 1: ·s OCCUP 'C Y OR CONTHOL OFTIIE Ll:.ASED PREM IS~- . LESSEE SHALL LEA UP. RE~IO VE. REMEDY A D 
llEl'Alll A Y SOIi, Oil GROUND WATER CONTAM INATIO A D DAM, \ CE CAUSED IJY T II E PRE ENC:-E OR RELF.A E OF AN, IIA7..AROO S 
~·IATEll l I IN, 01' . NDER. OR AUO T TIIE LEA ED PRE~II E OUR.I 'G LESSEE" OCC PA','CY OF T IIE 1, E,\ SED PllF\11 E I 

ON FO RMANCE WIT H TII E REQU IREMENTS OF APPLICADLE LAW. Tlll INDEMNIFICATION AND ASSU~IPTION SIIALL APPLY. ll T I 
NOT LIMITED TO. LIABILITY FO R llE l'ONSE ACTIONS UNDERTAKEN P llSUANTTO CEil LA OllA YOTHER E VlllONME TAL LAWOll 
l<EGULATIO . u : SEE IIALL IMM EDIATELY c1v1: T II E TAT E OF" TEXAS ,, ND T IIE ow 'ER OF T HE SOIL WRITTE NOT I E OF ANY 
IIRF . .AC II OR SlJ r1;CTED llRF n OF n 11 PAllAGRAPII. UPON LEARNING OFTII E PRE ENCE OF A •y HAZAROO MATERIAL . OR UPON 
RECEIVI 'G A OTICT. FllO,\I ANY GOVER1'M ENTA L AGE 'CY PERTA IN11'G ro IIAZA RDOU ~IATERIALS WHICH ~1AV AFFECl" T II E 
LEASED l'llEM ISES. THEOBLIGAT IONS OF LESSEE HEll EU DEil IIALL SURVIVETII E EXPI RATIO OR EARLI ER TERMI ATION. FOR ANY 
REASON. OF T IIIS Ll:AS.K 

• ••• ••• • • i • • • • •• • • • • •• •• •• • • 

••• •• • • • • • • • • • • •• • • 

••• • • • • • • 

II 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne O. Florez, County Clerk 
Page \\ of IY 



• • • 

35. EXECUTION: ·nus lease rnust be Stgncd ruid ncknowlcdgcd by the I.es.sec before 11" fi led of record 1n the county records end 1n the GLO 

36. LEA E FILING: Pursuant to Chaptcr9 of the Tex Dus & Corn Code. this lease mUSI be filed of record 1n the office of the County Clerl< '"ony county'" winch 
all or uny 1xtn or the Leased Premises ,s located, and ccni licd copies Lhe1cof must be lilcd rn the GLO Th,s lease 1s not cfTccuvc un11I a ccn1ficd copy of 1h1s lease (1hnr 1s 
mode and ccrufied by lhc County Clerk from h.1s records) 1s filed in 1hc GLO m accordance w11h Tcxo.s Natural Re.sources Code Sec S:? 183 Add1t1onally, 1h1s leasc shall 
nor be b1nd1ng UJ>OI). e State unless II rcc11cs the acrual and true conS1dern11on paid or promised for c,ccu11on of th,s lease The bonus due the GLO and the prcscnbed 
filing fee shall npany the ccmfi copies sent 10 the GLO 

DY: BRIAN F. OWEN 

TITLE: Attorney-in-Fact 

OATE:__...A'-"'~~a--='S'-'4c...~o,-:,'O~V-=~~ -

uv, JO ANN SHAW BARBER TRUST 

TITLE: Bufflo Campbel. Horllage Trust Company, Trustee 

DATE: 1D(J2-j]-"2-

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

12 

OWNER OFTII E SOIL 
lndivid1rnlly and us Agt"n l for rhc 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne~ Florez, County 
Page_u__ of \~ 

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

Clerk 



STArtoF TEXAS 

coumv oF HARRIS 

(CORPORATIO' ACKNOWLFDG\ 1EN1) 

BEFORE Ml:.. the undcn,gned outhonty, on th,s day pcrsonally appeared _
9
_n_·a_n_F_._0w __ 

8
_" ------------ -------

known to me to be 1he person whose nnme ,s sub,cnbcd 10 the forcgorng instrumcnu as _A_t_to_m_e...cy:...·_ln_-_F_act _________ _________ _ 

of BIIP BUlllon Petroleum Pn,pef1lel (GP), u.c. go-.1 po,tnor cl BHP BILI.ITON Pl:"TROLEUM PROPERTIES (NA), LP, O Tout · - pa,__ and ackno"ledgcd 10 me that he 

c.xceu1cd the same for the purposes and cons1dera11on therton expressed. ,n the capac:11) stated, and .. the act and deed of saod corpon,uon 

G,vcn under my hand and seal of office th,s the i:ef 5"' day of~ 20~ 

,,,,,~~·~i•,,,, LYNN LATIOLAIS 
f o~~*··"··~"c,<; No tary Public. s1ote o t lexos -~ . ~ 

~,;. :.)~ .:.;~ Comm Expires 10-10-2017 ~,. . . .,. ... 
-:,,,::,~,··.;;·~t-,>~ Nol orv ID 2107 36-6 

'''"'' 

'IOlll') Public rn and for ~lhe11.12_.S"'ta"'l"'Qci9.u.(_.T_.ee,xa.,_s,._ _____ _ _ 

STAT!- OF ________ _ 

COUNTY OF _______ _ 

DEFORE ME. the undersigned authoroty. on th,s day personally appeared-----,...~=-----------------­

known to me to be the person v.,hosc: name 15 subsc:nbcd 10 the foregoing 1nstrumcn1.s as - ~ ~ "--------------- ---- ---

of----------- --------------,- = ------------

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

••• ••• • • • • • • • •• • • • • 

day of __________ . 20 __ 

13 

Notory Public 1n and for _________ ____ _ 

True & Correct Copy of a 
document on file at 
Reeves County Texas, 
Dianne {3 Florez. County Clerk: 
Page of \)¥ 
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• 

STATE OF TEXAS 

COUNTY OF TARRANT 
(INDIVIDUAL ACKNOWLEDG\IENT) 

BEFORE ME. the undcr,1gncd ou1hon1y, on th" day personally appeared _B_U_F_F_I_E_C_AM_ B_E_L_L ________________ _ 

Trustee of the JO ANN BARBER TRUST 

kno""'" to me to be lhc person! whose names arc subscribed to the foregoing mstrumcm. and acknO\-.lcdgcd to me 1ha1 they c.,cccu1cd the same for 1hc purposes nnd 

cons1dcra11on therein c..,prcsscd 

Given under my hand and seal of office 1h1s 1he 

O!NISE CARINO 
Notary Public 
Statt of Texas 

Comm. Expires 07·10·2018 

STATE OF _____ ___ _ 

COUNTY OF _ _______ _ 

constdcruuon 1herc1n expressed 

a)(\/\}JvJ 

_ _ __ day of _ ________ . 20 __ 

• ••• j •• ••• • • • • • • • • •• • • • • • •• •• .. • • 

Notory Pubhc '"and for _ _ _ ___ _______ _ 

True & Correct Cctpy of a 
document on file at 
Reeves Cowity Texas, 
Dianne 0. Florez, County Clerk 
Page \~ of \ 't 

••• ••• • • • • • • •• • • 

Inst No. 16-14490 
DIANNE 0. FLOREZ 
COUNTY CLERK 

2016 Nov 03 at '11 :25 A M 

•• • • . • • 



0 
7 
~
 

u.. 

>
-

'i: ::, 
0 
u 

~
 

1 
..c. "' ::, 
::0 
::i.: 

"' or., ... 0 ~ 
~
 

(.J 
~
 

" ., ;; 
>-

0 
~
 

:D
IA

'-
I 

O
 

F
i.O

R
J:L

, C
l,l,::-;T

Y
 C

L
ll!U

( 
R

E
E

\ l·S
 C

O
U

:S."1 Y
, I !:X

A
S

 

••• ••• 
• •• .. , 

• 
• 

• 
• 

• 
• 

• 
• 

• 
• . 

• 
• 

•• 
•• 

• .. •• 
• 

• 
• 

• 

••• 
• 

• 
• 

• 
• : 

• 
• 

•• 
•• 

• 
• 

•• 



Date: 9/20/2017 

_ l 

~f.EDIT TO 
Ov.ner # 801 13945 
STATE OF TEXAS GLO 

EXHIBIT A BHP 
BHP 
Land Administration 
P.O. Box 22719 
Houston, TX 77227-9927 
T (877) 311-1443 

·1·,00 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

F (888) 484-3189 
PetroleumOwnerRelations 
Request@bhpbill iton.com 

Special Clauses/Comments: 

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

Decimal Type 
0.00023148 RI 

0.00046295 RI 

0.01388889 RI 

0.01388889 RI 

0.01388889 RI 

0.00260417 RI 

0.02907986 RI 

0.04166667 RI 

0.00260417 RI 

0.00668403 RI 

9/20/2017 
STATE LAZY ACRE 57-T2-44 W101H 
P1 M872/00501 
ALL PRODUCTS 
BHP BILLITON PETROLEUM (TXLA OPERATING) 
T&P RR CO ABST/ID# 2458 Grantee W.T. SIMERLEY Twsp T2N Blk 57 Sec 
44REEVES COUNTY/PAR ISH, TEXAS T&P RR CO ABST/ID# 5214 Grantee STATE 
Twsp T2 Blk 57 Sec 44REEVES COUNTY/PARISH, TEXAS T&P RR CO ABST/ID# 
5210 Grantee E. ADKINS Twsp T2 Blk 57 Sec 44 REEVES COUNTY/PARISH, TEXAS 
(321.27 ACRES) 

Status Reason Start Date 
PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PAY 7/1/2017 

PLEASE KEEP THIS COPY FOR YOUR RECORDS 
BERNL - 49907(P1 M872_NotAmended) 



November 28, 2017 

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

T EXAS GENERAL LAND O FFI CE 
G EORG E P. B US H , C OMM I SS IONE R 

Re : State Lease os . MFl 12692 and~F l 16482 State Lazy Acre 57-T2-44 Wl OJH 

Dear Mr. Brown: 

The Texas General Land Offi ce (GLO) has received your Division Order for the referenced un it. 
This Div ision Order has been fi led in the appropriate mineral fil e(s) . 

The payment of royalties attributable to state-owned mineral and royalty interests is set by 
contract and applicable statutes and rules . The execution of division orders may, in some cases, 
affect the manner in wh.ich such payments are made or calculated. Therefore, T itle 3 1, §9.32, of 
the Texas Admin istrative Code specifies that GLO staff cannot execute a division order or bind 
the state to any terms contained wi thin it. 

Subject to app licable state law and the state' s right to take its producti on in-ki nd, the GLO 
acquiesces to the sale of oil and gas in acco rdance with the terms and cond itions set out in the oil 
and gas leases. Tf you have questions concerning this matter, p lease feel free to e-mail me at the 
address below my signature. 

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

Thank you, 

JJ~ ~ 
Vivian Hernandez ~ 
Landman, Energy Resow:ces 
5 12-475-0428 
5 12-475-1 543 (fax) 
vivian.hemandez@glo.texas.gov 

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

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



Fi le No. __ M _ _...f_\~\.._,.ld::j""---'-__.'3"-"2c;;.....__ __ _ 

________ ____ coun,y 

Date Filed : \ \- Z..C\- \] 
George P. Bush, Commissioner 

By \J.~. 



U.S. Postal Service™ 
CERTIFIED MAIL® RECEIPT 
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ru 
ru 
u, 

Domestic Mail Only 

~ Certified Mall Fee 

u, 
..n IP::ctra===:-::,crl!'.ac:as=rche<:J<==-.=-=-=, .. ::-:.,::-::"":::"':::°"""=:.;;:;,., 

o-~lpt (Nrdcopy) $ -----
Cl D R<.tu,n -.p, <o1ec•<on1e> s ___ _ 
Cl D Cert,f,od M&< Ratnctod Do&v«y $ ------
Cl 0Adutt6ig,;,tun,Reqwrod s ___ _ -
Cl 0A<hAI Signi,tu<'I R .. tnc!od Dolhlo,y S 

Cl Postago 

Cl 1~s,__----~----------1 ..n Total Poataga and Fees 
Cl 

..n 
rl 
Cl 
I'-

M f ll2.6Cf 2.. 
f{( _t/(pLftZ.. 

Postmar1< 
Hore 

., 



Texas General Land Office 
Reconciliation Billing PO Box12873 

Austin, TX 787.t1-2873 
(800) 998-4456 
8:oo - 5 :00 M-F George P. Bush, Commissioner 

BHP Bill iton Petroleum (TXLA Operating) Company 
Attn: Holly Dutton Billing Date: 9/5/2018 

1360 Post Oak Blvd Ste 150 
Houston, TX 77056-3030 

Billing Due Date: 10/5/2018 
Customer Number: C000046383 

19!00004 MF112692 $6,929.48 $0.00 $692.95 $279.64 $7,902.07 

19!00006 MF116482 $13,858.61 $0.00 $1,385.87 $559.27 $15,803.75 

Total Due $20,788.09 $0.00 $2,078.82 $838.91 $23,705.82 

Penalty and interest have been calculated thru 9/30/2018. Payment remitted alter 9/30/2018 wil l 
result in additional penalty and interest charges. 

Contact Info: Jasminda Alapag (512) 475-1447 or jasminda.alapag@glo.texas.gov 

NOTICE 
• Please update GLOl and GL02 production reports to correct volumes. 

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

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo.texas.gov. 

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

------ ---------------- ----- --------- ----- --- --------- ------- -------------------------- ---------- --- · 
Detach and return with payment 

Reconciliation Billing 

BHP Billiton Petroleum (TXLA Operating) Company 

Billing Date: 9/5/2018 

Billing Due Date: 10/5/2018 

Customer Number: C000046383 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 
-- - - - -

Invoice i Mine~al .File· J- -GasRoyaltv! - - Ott Royalty I Penalty[ Interestl- Total Due 
- .. --·. -

19!00004 MF112692 $6,929.48 $0.00 $692.95 $279.64 $7,902.07 

19I00006 MF116482 $13,858.61 $0.00 $1,385.87 $559.27 $15,803.75 

Total Due $20,788.09 $0.00 $2,078.82 $838.91 $23,705.82 

Amt. Paid 



Customer 10: 
lnvofee Number: 
GLOLeuo: 

C000046383 

MF112692 

Category 
Audl1orfAE: 
Bllllng D010: 

GLO Review: BHP Blllilon [Txl..A Op) Co 
201609-201708 

P&I C1lculatlon Date: 
Rovlew Period: 

{1) {2) 

Ju1-11I 

011-2839321 

ATTN: Holly Dut10<1 

CERTIFIED MAIL. 7016 0600 0000 6595 5226 

{3) {4 ) {5) (6) 

13 on I 1 000000001 
1.•so I 1.000000001 

COM.MENTS: SALES VOLUMES REPORTED TO THE GLO WERE co~~PAREO TO VOLUVES REPORTED TO THE RRC 

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

m 

$35 295.ool 

s20.1, o.80 I 

COLUMN (3) RRC VOLUME - REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL 10# 08-283932 

COLUMN (5) PRICE - TAKEN FROM PRODUCTION ROYALTY REPORTS SUB'IITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (6) BTIJ-TAKEN FROM PRODUCTION ROYALTY REPORTS SUBMITIED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (13)(14)(15) PLEASE GO TO THIS WEB SITE FOR EXPU\NATION OF PENALTY AND INTEREST ASSESSMENT· 

http:llwww alo texas.govlenerqy-busloesslQlk;as{rraclf9rms1penaDY:fn!ecest·•SSessmenHules pdf 

Royolty Raio: 
{8) 

$441 1881 

s2 511.sol 

Gas 
Jalapag 

9/4/2018 
9/30/2018 

12.50% 
(9) 

so.col 

so.col 

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

(10) {111 1121 { 13) {14) {15) 

S4 411.881 3801 , .15,.1 $441.191 S184.30J S5 037.37 

s2.511.sol Jsol 4.7511, I s2s 1.1sl S95 34 1 $2,864 70 



Customor ID: 
lnvolca Number. 
GLO Lease: 

C0000<6383 

MF116482 

Category 
Audl1or/AE: 
BIi iing O:ato: 

GLORovlcw: BHP BIiiiton (TxLA Oo) Co 
201609'201708 

P&I C:alcul:atlon O.ato: 
Rovlow Porlod, 

. 

(1) l2l (3) (4) (51 (61 .. . ' 
Ju~17 08-263932 26.1461 1000000001 2.6245161 102671 

AU0--17 08-283932 1<.919 I 1 .00000000 I 2.6245161 1.o281I 

'·,.( :.'.: ' .. ~· "' .. ~\-· .·.' .',\·,··· . .. 

A TIN: Holly Dutton 

CERTIFIED MAIL. 7016 0600 0000 6595 5226 

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

IT HAS BEEN OETERIJ.INED THAT THE SALES VOLUVES HAVE BEEN UNDER PAID 

m 

$70 590.01 

$40,278.91 
= ... ,,: . 

COLUMN (3) RRC VOLUME. REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID# 08-263932 

coLU,.~'l (5) PRICE • TAKEN FRO'J PRODUCTION ROYAL TY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (6) BTU. TAKEN FROM PRODUCTION ROYALTY REPORTS SUBMITTED TO THE TEXAS GENERAi. LAND OFFICE 

COLUMN (13)(1<)(15) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENAL TY ANO INTEREST ASSESS•AENT 

ht10·11ww~ 919 texas goy/enern:v:bus1ness10U:9asfrrac1torms1Dena1tv..fn1eru:1-assessmen;-ru1es pdt 

Roy1lty R•tc: 
(81 . 
$8 823 751 

$5,034.861 

.. 

Gas 
Jalapag 

9/4/2018 
9/30/2018 

12.~ 
(91 

$000 

S0.00 

'" 

. .. 

NOTE 1 PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT. NOTIFY THE AUDITOR AS TO THE 
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED 

(101 (111 (12) (13) (1') (15) .. . . 
$8 823.751 3601 4 75%1 $882.38 s368 sol $10 074.731 

$5,034.861 asol 4.75%1 $503.49 $190.67 1 $5.729.021 

' . . ., 



Fa, No. tf f_ J/ b lf g 2 {W 
E,ewo f, ~, Couaty 

Date rn,~eocgc ~ 
8
;t'/J 

By sh, Comm1ssioncJ/5: 



Page.1 of 2-

Check No.: 211163 
Payment Type: PUGHT PMT 2YRS 

Period Covered: 03/01/2019-03/01 /2019 
Paym ent Amount: $112,000.00 

9-0.D-424075 1000172 1-2 B.O 35-33 

19707 222 
Lease Number: 1045384/001 LSE Original Lessor: BRENNAND LAZY H RANCH LTD 

Lease Effective Date: 03/01 /201 4 Recording Informa tion: Book# 881 Page # 141, 14-03025 

State: TX 

Check Remarks: 
168 PAYMENT- DEPTH EXTENSION 2 YRS 

•••• • •• • 2 
• ••• i •• 

• • 
• . ' . • • • • •i • 

•• • • • ••• 
• 

•• • . ~ . 
• •• 

MF l I lo4 <3 ~ A 
~d. to 3( 1 J2,1 

For the Credit of: 

.. 

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

Address: 1700 N CONGRESS AVE 
AUSTIN, TX 78701 

VER!fY._THE AUTHENI!£1IY OF THI? MUL Tl-TONE SEC\!RITY DOCU~ENJ: . 

County: REEVES 

{BA#):80104210 Payment Amount: $1 12,000.00 

8 CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTIOM .• . - • • -- ---19"70-i 222•7- ••• • •M •rl 

BHP 
PETROHAWK ENERGY CORPORATION 
ATIN LAND ADMINISTRATION 

Bank of America 1455 Mall<cl SL 4U, Fl 
San Francisco CA 94 103 DATE 02/12/2019 CHECK NO. 211163 

P.O. BOX 22719 
HOUSTON, TX n 027·9998 

PAY "'-*112000*D0LLARS AND* OO*CENTS 

PAY 
TO 
THE 
ORDER 
OF 

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

111 000 2 ~ i H , 311• 

AMOUNT ********$112,000.00 

VOID IF NOT CASHED WITHltl 
SIX t,JQNTHS OF ISSUE 

I NON TRANSFERABLE ! 

Owner Call Center. 1-an -311-1443 

FACSIMILE SIGNATURE FACSIMILE SIGNATURE 



Page 1 of,2 

Check No.: 211 158 
Payment Type: PUGH PMT 2YRS 

Period Covered: 03/17/2019-03/17/2019 
Payment Amount: $962.97 19707227 

1 l.0.0-4240751000172 1-2 B:O ~6 

Lease Number : 1045384/002 LSE 

Lease Effective Date : 03/17/2014 

Original Lessor: REDLANDS ROYAL TY COMPANY LLC 

Recording Information: Book# 1073 Page # 581, 14-03976 

State: TX 

Check Remarks: 
168 PAYMENT- DEPTH EXTENSION 2 YEARS 

.i •, • 
• • •• 

• 
' • .} I •• 

• • 
• . ' . - . . • • • 
••• .. . 
••• 
• ... . 

I e 
•• 

Mi::- l I to~i2. 'B 
~aocL <\;o "3/ n )zl 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN. TX 78701 

V_; @.F.Y_ THE AUTHE;NTICITY OF 1:HIS MULTI-TONE SECURITY DO@MENT. 

County: REEVES 

. . 

(BA#):80104210 Payment Amount $962.97 

II CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTIOl,I .• - - - 1-g7d72'?.7 ..... ,.,. 
BHP 
PETROHAWK ENERGY CORPORATION 
ATTN LAND ADMINISTRATION 

Bonk of America 1455 Markel St. 411\ Fl 
San Francisco CA 94103 

DATE 02/12/2019 CHECK NO. 211158 

P.O. BOX 22719 
HOUSTON. TX n027-9998 

PAY UAHUAUl962"DOLLARS AND* 97*CENTS 

PAY 
TO 
THE 
OROER 
OF 

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

AMOUNT HUUHHU$9 62.97 

VOID IF NOT CASHED WmtlN 
SIX MOITTliS OF ISSUE 

I NON TRANSFERABLE! 

Owner Call Center: 1-an -311-1443 

FACSIMILE SIGNATURE FACSIMD.E SIGNATURE 



[~. 

Date Filed:-~--+..&...<'--------­
Georg~~ ush, Commissioner 

By-----~----------

••• ... • ••• • • . • • • .. • . • •• • . • •• • , • • • '" • • . •• • • . .. ... . . 



May 29, 2019 

Commissioner of the Texas General Land Office 
ATTN: Mineral Leasing 
1700 N Congress Ave 
Austin, TX 78701 

RE: MF1127641 
l MF1146840C 

MF116840B 
· MF112764J 
.l-MFt1 68-426- M-F l t ls, Y '6-Z. C 
M i4168420. Iv\ r 11 lalf~ 2 t:> 

Susan, 

BHP 
BHP Billiton Petroleum 
Land Administration 
P.O. Box 22719 
Houston, TX 77227-9927 
(877) 311- 1443 
petroleumownerrelat1ons 
request@bhpb,lliton.com 

Attached are checks #211613, #211609, #211610, #211612, #211614, #20853 for State Leases: 
MF1127641, MF1146840C, MF116840B, MF1 12764J, MF116842C, and MF116842D. BHP is tendering 
these payments for the Deep Rights Retention. 

If you have any questions, please do not hesitate to contact me. 

Kindest regards, 

BHP 
Monique Crump 
PPU Lease Analyst 
Monique.Crump@bhpbilliton.comw 
T - 713.297.6814 
1500 Post Oak Blvd 
Houston, Texas 77464 

BHP Billiton limited ABN 49 004 028 077, BHP BIiiiton Pie. registration number 3196209 and their respective subsidiaries are members of the BHP B1flllon 

Group The global headquarters of lhe BHP Billiton Group (and lhe headquarters of BHP Billiton Limited) are located in Melbourne. Australia 
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Page 1 of 2 

Check No.: 211614 
Payment Type: EXTEND 2 YRS 

Period Covered: 06/11/2019-06/11/2019 
Payment Amount: $99,259.20 

21 00-'12~0751000175 1-2 B.O 8J.a6 

19711153 
Lease Number: 1045384/003 LSE Original Lessor: SELF CHILDRENS MANAGEMENT TRUST 

Lease Effective Date: 06/11/2014 Recording Information: Book# 1092 Page# 314, 14-06696 

State: TX 

Check Remarks: 
DEPTH PUGH PAYMENT/ EXTEND 2 YEARS MF' 1G84?C _ 

•••• 
• •• • I 

••4. • • •••• . . ~ . 
• • • • • 

• 
• • • • • •••• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

County: REEVES 

(BA#): 80104210 Payment Amount : $99,259.20 

El VERIFY THE AUTHENTICITY OF THIS MULTI-TONE SECURITY DOCUMENT. • CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTTOM. -BHP -- -·- -- ---· ~o~~~n~ 
14

5SMo,k~l~ I 41h-~I - ~ 2-1·- . - -- - ---~- 1 C9HE7CK.1N10· ~_-r2151~6"31:-4 . -,.,_ 

PETROHAWK ENERGY CORPORATION 
ATTN LAND ADMINISTRATION 

SanFranascoCAs41 03 mOGL DATE 05/10/2019 

P.O. BOX 22719 
HOUSTON, TX 77027-9998 

PAY *********99259*D0LLARS AND* 20*CENTS 

PAY 
TO 
THE 
ORDER 
OF 

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

11•000 2 ~ u; ~ i..11• 

AMOUNT xuuuu$99,259.20 

VOi:> IF NOT CASHED WITHIN 
SIX MONTI IS OF ISSUE 

I NON TRANSFERABLE I 
Owner Call Center. 1·877-311-1443 

FACSIMILE SIGNATURE FACSIMILE SIGNATURE 



BHP 
PETROHAWK ENERGY CORPORATION 

CONTROLLED DISBURSEMENT 
P.O. SOX 22719 

HOUSTON, TX 77227-9927 

19711152 20853 
AMEGY BANK N.A 

P.O BOX 27459 
HOUSTON, TEXAS n227.7459 

05/21/2019 

PAY TO THE 
ORDER OF COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN MINERAL $22,814.80 

LEASING 

Twenty-two Thousand Eight Hundred Fourteen and 80/100 DOLLARS 

MEMO MF1 16482D/DEPTH PUGH PMT 

•••• 11•000 208 s 311• 
• •• • I 

• •• &C'•. 
• • 
.: •• Petrohawk Energy Corporation 

• • •••• 
•• •• 
: • • ~heck No: 20853 Check Dale:05/2112019 

• Payment Type: Lease Obligation Payment 
• •• 
: •: ~ayment Amount : $22,814.80 

I 

• 

ii 

Period Covered: 0611112019 

For the Credit Of: 

BAI/.: 80104210 

Amount: 522,814.80 

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

Addess: 1700 N CONGRESS AVE AUSTIN TX 78701 

Petrohawk Energy Corporation 
Check No: 20853 Check Date:05/21/2019 

Payment Type: Lease Obllgalion Payment 

Payment Amounl: 522,814.80 

Period Covered: 06111/2019 

For the Credit Of: 

BAI/.: 8010421 0 

Amoun t: 522,814.80 

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

Addcss: 1700 N CONGRESS AVE AUSTIN TX 78701 

20853 

Owner Relations: 
1-877-311-1443 

Lease Number: 1045384-004-LSE 

BHP 

Original Lessor: HENKE PETROLEUM CORPORATION 

Lease Effective Date: 06111/2014 

Recording Information: 14-07907 

State: TX Cou n ty:R EEVES 

Remarks: MF11 6482DIDEPTH PUGH PMT 

OWNER COPY 

20853 

Owner Relations : 
1-877-311 -1443 BHP 
Lease Number: 1045384-004-LSE J .9 
Original Lessor: HENKE PETROLEUM CORPORATION /..l _z 
Lease Effective Date: 06/11/2014 J 1._):) 

' Recording Information: 14-07907 

State: TX County :REEVES 

Remarks: MF116482D/OEPTH PUGH PMT 

S lgn Here: -""'-=~--C...LL~:'.....!..:jil!\.:::'.l--...!...:::::::S~~'....!...:::::::::::_ 

By: ___ ~..,.,."J::±-r--------------
Title 

6259m~ 
f'"\ 5446097701~ 
' FB5373 SLKDKOl 05/17/2018 21'29 -245, 
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bp energy 

Allie Huizenga 
Land Negotiator 
Permian BU 

September 10, 2020 

Texas General Land Office 
Attention: Susan Draughn 
1700 N. Congress Avenue, Suite 840 
Austin , TX 78701 -1495 

Via FedEx 

Re: Deep Rights Retention Payment Form 
MF# 116482 A,B,C,D 

Dear Ms. Draughn: 

BP America Production Company 
BPX Energy Inc. 
1700 Platte Street 
Suite 150 
Denver. Colorado 80202 
USA 

Direct 720-682-0308 
Allie.Huizenga@bpx.com 

bp 

Enclosed please find a Deep Rights Retention Payment Form for MF116482. This form was not 
previously submitted by BPX Energy's predecessor. It is our understanding that this form is not 
required, but preferred by the General Land Office (the "GLO"). 

We respectfully request that the GLO confirm acceptance of this form and advise regarding 
any issues. 

Please do not hesitate to contact me at the above should you have any questions. 

Respectfully, 

Allie Huizenga 

Enclosures 

BPX Energy companies: BPX Production Company; BPX Midstream LLC; BPX Operating Company; BPX Properties 
(GP) LLC; BPX Properties (LP) LLC; BPX (Permian) Gathering LLC; BPX (Eagle Ford) Gathering LLC; BPX Properties 
(NA) LP; BPX (KCS Resources) LLC; BPX (WSF Operating) Inc.; South Texas Shale LLC; Winwell Resources, L.L.C. 

••• • • • •••• 
• 

• • •••••• • 
• • •••••• • 

• 
•• • . . . 
••• 
•••• . . 
•••• 



Texas General Land Office 
George P. Bush, Commissioner 
1700 North Congress Avenue 
Austin, Texas 78701-1495 

STATE LEASE # County 

MF 116482 REEVES 

DEEP RIGHTS RETENTION PAYMENT FORM 
Complete a separate form for each State Mineral File (MF). Multiple 
undivided interest leases, in the common mineral f ile, for which retention 
is being requested, may be listed together. 

Mail or Deliver with Attention to: Energy Resources 

Gross Acres Net Acres Tract Part [Ex. NW/._4l 

320.00 199.407 407 4 E /2 

Section: 44 Block:57 Survey: T&P RR CO. Township: T2 Abstract: 2458 
Agent for State (Lessor) 012erator 

BRENNAND LAZY H RANCH LTD, ET AL BPX OPERATING COMPANY 

FOR EACH WELL, PROVIDE THE FOLLOWING: 

• "As-Drilled" Plat (horizontal wells must have lateral length set out on the plat) 
Dee12 Rights Retention Bonus Work-U12 

• P-15 as submitted to RRC where required by RRC Field Rules 

ALLIE HUIZENGA 9/10/2020 
Contact Date 

Type of State Lease: 
(RAL, Fee, Free Royalty) RAL 

LAND NEGOTIATOR BPX ENERGY INC. 
Title Company 

Total Eligible Acres: 199.407 407 4 
720-682-0308 1700 PLATTE STREET, SUITE 150 

Total Amount Due: $235,036.97 
Telephone Number Mailing Address 

ALLIE.HUIZENGA@BPX.COM DENVER, CO 80202 
E-Mail Address City, State, Zip 

For General Land Office Use Only: Received: _ _____ _ ___ _ 

Amount:$__________ Lease Type: ______ _ 

Revised 5/2016 . .... 
• • • • • • • • • • • • • • • 

••• ••• • • • • • • • •• •• • • 

•• • •• • • • • • • 

Check l/ 211163 20853 211158 211614 ' , , 
ff there are undivided interests; there may be mul tiple checks 

Payment Register No.: _____ _ 

Unit No.: _______ _ 

1 



Lease MF# & Undivided 
Interest Alpha# 

MF116482A 

MF116482D 

MF116482B 

MF116482C 

Revised 5/2016 

AGENT FOR STATE (LESSOR) 
(if multiple undivided interests are included; list below) 

Bonus Amount Due 
Name of Agent Original Bonus One half{½} of Original 

for State of Texas to State in$ (based on acres being retained) 

BRENNAND LAZY H RANCH LTD $224,000.00 $112,000.00 

f!ENKE PETROLEUM CORPORATI ON $45,629.60 $22,814.80 

REDLANDS ROYALTY COMPANY LLC $1,925.93 $962.97 

SELF CHILDREN$ MANAGEMENT TRUST $198,518.39 $99,259.20 

Deep Rights Retention Bonus Due to State I TOTAL: $235,036.97 
Undivided Interest Net Acres I TOTAL: 

Copy and Complete Additional Sheets as Necessary 

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

Undivided Interest 

Net Acres 

106.66667 

17.1111111 

1.18518519 

74.4444444 

199.407 407 4 

2 



WELL INFORMATION 

Copy and Complete Additional Sheets as Necessary 

WELL NAME & NO. API DISTRICT RRC ID SPUD DATE COMPLETION DATE 

STATE LAZY ACRE 57-T2-44 W101 H 38935706 08 283932 5/5/2017 7/14/2017 
WELL LOCATION: Land Part (Ex. NW/4): E/2 OIL □ VERTICAL □ 
Section: 44 Block: 57 Township: T2 GAS 0 HORIZONTAL E] 
Survey: I&e ee CO Abstract: 2458 FIELD NAME & NUMBER: PHANTOM (WOLFCAMP); 71052900 

TOTAL ALLOWABLE WELL ACRES NUMBER OF STATE ACRES RETAINED AS NUMBER OF PRIVATE ACRES OF TRUE VERTICAL DEPTH {TVD} ON 
PART OF ALLOWABLE WELL ACRES ALLOWABLE WELL ACRES RETAINED ACREAGE 

321.27 321 .27 0 10,674.83' 
HORIZONTAL TOTAL LENGTH OF LATERAL LENGTH OF LATERAL ON STATE LAND LENGTH OF LATERAL ON PRIVATE LAND 

WELLS 4,733' 4,733' 0 

3 MONTHS MOST MONTHLYEAR VOLUME MONTHLYEAR VOLUME MONTHLYEAR VOLUME 
RECENT PRODUCTION 06/2020 41499 MCF, 6570 BBL 05/2020 39129 MCF, 5216 BBL 04/2020 44987 MCF, 6828 BBL 

WELL NAME & NO. API DISTRICT RRCID SPUD DATE COMPLETION DATE 

WELL LOCATION: Land Part (Ex. NW/4): OI L □ VERTICAL ~ 
Sect ion: Block: Township: GASE] HORIZONTAL • 
Survey: Abstract: FIELD NAME & NUMBER: 

TOTAL ALLOWABLE WELL ACRES NUMBER OF STATE ACRES RETAINED AS NUMBER OF PRIVATE ACRES OF TRUE VERTICAL DEPTH {TVD} ON 
PART OF ALLOWABLE WELL ACRES ALLOWABLE WELL ACRES RETAINED ACREAGE 

HORIZONTAL TOTAL LENGTH OF LATERAL LENGTH OF LATERAL ON STATE LAND LENGTH OF LATERAL ON PRIVATE LAND 

WELLS 

3 MONTHS MOST MONTHLYEAR VOLUME MONTHLYEAR VOLUME MONTHLYEAR VOLUME 
RECENT PRODUCTION 

3 
Revised 5/2016 • ••• •• • ••• • • • • C • • • • • ~ • • • • • • • • • • • • • • • • • •• •• • • • • • • • 



WELL NAME & NO. API DISTRICT RRCID SPUD DATE COMPLETION DATE 

WELL LOCATION: Land Part (Ex. NW/4): OIL □ VERTICAL~ 
Section: Block: Township : GAS□ HORIZONTAL 
Survey: Abstract: FIELD NAME & NUMBER: 

TOTAL ALLOWABLE WELL ACRES NUMBER OF STATE ACRES RETAINED AS NUMBER OF PRIVATE ACRES OF TRUE VERTICAL DEPTH {TVD} ON 
PART OF ALLOWABLE WELL ACRES ALLOWABLE WELL ACRES RETAINED ACREAGE 

HORIZONTAL TOTAL LENGTH OF LATERAL LENGTH OF LATERAL ON STATE LAND LENGTH OF LATERAL ON PRIVATE LAND 

WELLS 

3 MONTHS MOST MONTHLYEAR VOLUME MONTHLYEAR VOLUME MONTHLYEAR VOLUME 
RECENT PRODUCTION 

WELL NAME & NO. API DISTRICT RRC ID SPUD DATE COMPLETION DATE 

WELL LOCATION: Land Part (Ex. NW/4): OI L □ VERTICAL D 
Section: Block: Township: GAS□ HORIZONTAL□ 
Survey: Abstract: FIELD NAME & NUMBER: 

TOTAL ALLOWABLE WELL ACRES NUMBER OF STATE ACRES RETAINED AS NUMBER OF PRIVATE ACRES OF TRUE VERTICAL DEPTH {TVD} ON 
PART OF ALLOWABLE WELL ACRES ALLOWABLE WELL ACRES RETAINED ACREAGE 

HORIZONTAL TOTAL LENGTH OF LATERAL LENGTH OF LATERAL ON STATE LAND LENGTH OF LATERAL ON PRIVATE LAND 

WELLS 

3 MONTHS MOST MONTHLYEAR VOLUME MONTHLYEAR VOLUME 

I 
MONTHLY EAR 

I 
VOLUME 

RECENT PRODUCTION 

4 
Revised 5/2016 ~ ••• ••• • •• • • • • • • • • • • ~ • • • • • • • • • • • • • • • • • •• • • • • • • • • • 



RAILROAD COMMISSION OF TEXAS 

Operator Address: 1360 POST OAK BLVD HOUSTON, TX 77056 

District No.: OB 

Well No.:1H 

Total Lease Acres: 321.21 

Lease Name: STAT LAZY ACRE 57-T2-44 W101H 

Field Name: PHANTOM {WOLFCAMP) 

1701 N. Congress 

P.O. Box 12967 
Austin, Texas 78701-2967 

SECTION II. WELL INFORMATION 

County: REEVES 

API No.: 

Drilling Permit No.: 

lease No.: 

Field No.: 71052900 

Form P-16 

Page 1 
Rev. 01/2016 

Purpose of Filing: 

D Drilling Permit Application 
(Form W-1) 

[!] Completion Report 
(Form G-1/W-2) 

Filer is the owner or lessee, or has been authorized by the owner or lessee, of all or an undivided portion of the mineral estate under each tract for which filer is listed 
as operator below. For all leases operated by other entities, the number of assigned acres shown are reflected on current Commission records or the filer has been 
authorized by the current operator to change the assigned acreage of that operator as shown below. 

SECTION Ill. LISTING OF ALL WELLS IN THE APPLIED-FOR FIELD ON THE SAME ACREAGE AS THE LEASE, POOLED UNIT, 

OR UNITIZED TRACT DESIGNATED IN SECTION II ABOVE BY FILER 

RRC ID No. or Well 
H-Horizontal 

Acres 
SWR38 Operator Name and 

Lease No. No. 
D-Directional Lease Name API No. 

Assigned 
Except. Operator No. 

V-Vertical (Y/N) (if different from filing operator) 

1H H STATE LAZY ACRE 57-T2-44 W101H 321 .27 N 

Total Well Count > 1 321.27 < A . Total Assigned Horiz. Acreage 321.27 < C. Total Assigned Acreage 

0 < Total Remaining Ho riz. Acreage 0 < Total Remaining Acre age 

0 < B. Total Assigned Vert./Dir. Acreage 

0 < Total Remaining Vert./Dir. Acreage 

ii,ic•j~•Nl;l41~t·i;l$fi41);!4•M1•1lai•1~!Mfaii1,hMG!i·11h 

Attach Additional Pages As Needed. D No additional pages D Additional Pages: __ (No. of additional pages) 

CERTIFICATION: I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that this report was prepared by me or under my supervision or 
direction, that I am aut horized to make this report, and that the information contained in this report is t rue, correct, and complete to the best of my knowledge. 

Vail, Nicole ~-;-:-.7 • .:-~-;--·---• - NICOLE VAIL REGULATORY SPECIALIST NICOLE.VAIL@BHPBILLITON.COM --- ---------------Signature Name and title (type or print) 

1360 POST OAK HOUSTON TX 77056 

Address City, State, Zip Code 

Email (include email address only if you affirmatively 
consent to it s public release) 

7134995391 02/09/2017 

Tel: Area Code Number Date: mo. day yr. 

••• • • • •••• 
• 

• • •••••• • 
• • •••••• • 

• 
••• • • • • •• 
•••• • •••• 



RAILROAD COMMISSION OF TEXAS 
1701 N. Congress 

P.O. Box 12967 

Austin, Texas 78701-2967 

Acreage Designation 

Form P-16 
Page 2 

Rev. 01/2016 

Filer is the owner or lessee of all or an undivided portion of the minerals under each tract listed below and has the legal right to drill on each tract traversed by the 
well that will have perforations or other take points open in the interval of the applied-for field{s). All tracts listed will actually be traversed by the wellbore or the 
filer has pooling authority or other contractual authority. such as a production sharing agreement. authorizing inclusion of the non-drillsite tract in the acreage 
assigned to the well. 

SECTION V. LISTING OF ALL TRACTS CONTRIBUTING ACREAGE TO AN RRC DESIGNATED DRILLSITE DEVELOPMENTAL UNIT THAT IS NOT A SINGLE 
LEASE, POOLED UNIT, OR GROUP OF TRACTS UNITIZED BY CONTRACT FOR PURPOSES OF SECONDARY RECOVERY 

RRC ID No. or Lease Name Beginning Lease Allocated Ending Lease Operator Name and Operator No. 

Lease No. Acreage Lease Acreage Acreage (if d ifferent from filing operator) 

Total Allocated Acreage> < Total Lease Acreage 

Filer is the owner or lessee. or has been authorized by the owner or lessee, of all or an undivided portion of the mineral estate under each tract for which filer is listed 
as operator below. For all leases operated by other entities. the number of assigned acres shown are reflected on current Commission records or the filer has been 
authorized by the current operator to change the assigned acreage of that operator as shown below. 

SECTION VI . LISTING OF ALL WELLS IN THE APPLIED FOR FIELD ON THE SAME ACREAGE 
AS THE LEASE OR POOLED UNIT DESIGNATED FOR THE TRACTS LISTED IN SECTION V BY FILER 

SWR 
H-Horizontal 

SWR 
H-Horizontal 

Well Acres 38 W ell Acres 38 
RRC ID No. or Lease No. 

No. Assigned Except. 
0-Directional RRC ID No. or Lease No. 

No. Assigned Except. 
0-Directional 

(Y/N) 
V-Vertical 

(Y/N) V-Vertical 

A. Total Wells & Acreage > A. Total Wells & Acreage> 

8. Total Assigned Horiz. Acreage> 8. Total Assigned Horiz. Acreage > 

C. Total Assigned Vert./Dir. Acreage> 0 C. Total Assigned Vert./Dir. Acreage> 0 

SECTION VII. REMARKS 

• •• • • • •••• 
• 

• • •••••• • 
• • •••••• • 

• 
•• • • • • • •• 
•••• • •••• 



IOOOlcdgelcwnD< 
Ccnway, Monscs 7203-4 

0. £r,affon Tull 
501.328.3Jl6 I 501.328.3325 f 

WW'W,CIOl!Ol'ltul .com 

LEGEND 
--- INTl>E 
---- AS-OIO.W>'t'tS.I.PA.TM 
--SL-- SECTIC>< Ul<f 

SJU. Sl..11:fAC:Hllfl«A.TION 
P.O,, PClh'TOFPESETit.\TICN 
F.TP. J:RST TN<EPOfl,, 
TP. T\JRSI.\GPQS'r 
LTJI. t.ASTl»:E POM 
BJU.. BOTTOM HCU lOCATlON 

INSET "A" (NOT TO SCALE) 
F.TP.ATM0 1021? 

REEVES COUNTY, TEXAS 

S.H.l. ELEVATION 
NOTE: S.H.L APPROXIMATE LOCATION IS S "8"12'37 W. 
5.75 MILES FROM ORLA. TEXAS. I \'IEU/lli'E illVATION I 

!STATE LAZY""'' 57-11-4< Wl01 H 3,051.50' I S.H.L. ANO B.H.L. LOCATED IN THE W. 1. SIMERLEY su•vEY A· 2458. i!l 

;;;-~ 1 l ~ 

SEE,~5ET"B" ~ I 
B.H.LATM015,085' I 

SURV§(/SECTION~NIJ LINE__ 41 .( 40 l -- D .. ~5;--

1 

UV. AT MO 14,976' ( 

LT.P.ATtJ014.9'6' J 

l 
I 

:,

-z:'!tl' E 112 OF sEc. 44- sLocu1 -12 
;: '321.27 ACRES 

JW. I.SIMERLEYI I A-2458 

' l 
S.H.L 304' FSl Of SECTIOMEASE, 
S.H.L 794' Fa Of SECTION/LEASE 

- - 334';--

I 

INSET "B" (NOT TO SCALE) 

ii!J (! :,:,._ u 
t-z z 

~~ ~ 
~ (n ~ ffig u 

I- C 

"' C) 

::~=:~1-----r,.-----"m~---._j i 
17r6-T· .... --- ----~.( Sl 

S.H.L 
•.O.P. 
F.T.P. 

TP. 

S.H.L. 

~ 

32t 

1!l 
"' ::. 

~i / , _., 
38<' 

I 

P.OP.ATMD9.186' 
'- (Olll OF UNIT P.O.P. ALLO\'IEO) 

384' ffi Of SECTION 5 
2? FNL Of SECTION 5 

LAT. (NAO 113J LONG. (NAO 1131 
31.76772604'N 103.91941856' W 
31.76683050' N 103.97810600- \V 

31.76782188" N 103.97792549' \V 

31.76060913" N 10J.9n85051" w 
31.76119095" N 10l9n6561''W 

1 B.H.L.ATM0 15,085' "V 100' FNL Of SECTIOIWNIT 
3'S Fa Of SECTIOtWNIT 

., ~ .-- ---3'S·--- - -J 
!'l 1.1.V. AT MO 14,976' 

r 2111 FNL OF SECTIOWUNIT 
3'7 FEi Of SECTION/\JNIT 

3'1 
l__ 34l 

'\ LTP. A1M0 14,946' 
'- Zl9' FNL Of SECTION,IJNIT 

34? FEi Of SEC110f'W~1T 

WELL BORE POSITIONS 
'NORTHlNG (NAO 113J EASTING {NA013J LAT. (NAO 27J LONG. (NAO 27J 

10615245.35 1163633.16 31.1$760015' N 103.97894436" W 
10624906.39 116'029.91 31.16870<60' N t03.9n6321a· w 
10625264.99 116«l98.07 31.16769593' N \03.97745135' W 
10629986.17 116'276.12 31.78re8326' N 103.sm1;oo-1•1 
10630125Jl5 116<27&93 31.78106508" N \03.97T38162' W 

REVISION 

IAT. {NA027J 

31 '46' 03.361'N 
31'46'00.13rN 
31" 46'03.7116" N 
31" '6' 50.<60" N 
31•:a 51.834°N 

10/30/2017 

(Y) 

CONTACT INFOIWATION· 

""'G"""° 
(1019371S} 

1000led~Dr. 

c:o.n,,"",,.,. 

(X) 
LONG. (NAO VJ [NO!!THING {NAO 21: EASTING {NAO VJ 
103' 56' 44.200"W I 7826o8.56 867171.63 
103' 56' 39.47S-W 782329.61 867568.37 
103' 56' 38.825' W 782688.20 867636.54 
103' 56' 38.554' W 781409.23 867814.68 
103' 56' 38.57" \'/ 787548.11 867817.48 

GRAPHIC SCALE IN FEET 

1000' 500' 0 1000' 

:'"~Th!l°,ll,!,o,...,.,.,..,..UMES""'°"'""'°"""....,,"'"'-""""'-'"""-"""""'.,,._ l,...!.•~PRS~SUU~'-S-OAIJ.~~ o;.~iJ.':!20~'!.J' - - -ssr;TAiiTrEE'ILAZAZYYJAICC:iRiiEf:5§;7r':-f:T2f-4444VWflfi:Oli11iHi'i('A,M!IWIINN!8iJJ:6°6S:566'911) _ _ _ 1 
=~~~;~!=~~~~~~~=ro 2 FtW.AS-ORU. t0.26-2017 S.H.l. & B.H.l. IN W. T. SIMERLE?, A-2458 

BHP BHP BILLITON PET {TXLA DP) CO 

l OCAT'Eeu:tlEOUTIJTlES,'STAlJC~. BEFOREEXCA\'AllOh'SARE~ TlECf'FIC:U~ M:VAR:0USIJTUT1ES REEVES COUNTY. TEXAS 
""""'°""""'""'-"'"C011TACTB)F-0Rno,1111.1moc,,110N. FINAL AS-DRILLED 

SCALf; r • l<XXJ' !CHECKED BY: J.PA.llt::ER !APPROVED BY: 
~~~TtxASST.t.TEPVHE.~ZCIE.MD'Sl.US.Fll'TASOCT~IYGi'S ,--r-------;PlOTDAif: 10/30/2017 OAAWN ! Y: LOOW SHEETNO.: 1 Of 1 

MN 

G.\852-7 (WRL PADS)\8527SV05n_STATE_WY..I\CRf._57-T2-4'_PAD_A\STATEWY ACRE S7-12-44 W\0111..WPP J'IATS RECOVBIEO.OWG 10(Ji)/'lfJl7 10-.51:31 AM L01165 

. .., 
• • • ..... 

• . ' ••••• • 
• • •••••• • 

• • . . , . . .. .... _. .. ..... 
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By S\) 



May 7, 2021 

Ms. Allie Huizenga 
BPX Energy, Inc. 

TEXAS GENERAL LAND OFFICE 
GE O RG E P. BU SH, COMM ISS ION ER 

1700 Platte Street, Suite 150 
Denver, CO 80202 

RE : State Lease MF116482 - Relinquishment Act Lease 
Deep Rights Retention Form, Leases A, B, C, and D 
320 gross/199.4074074 net acres out of the E/2 of Sect ion 44, Block 57, Township 2, 
T&P RR Co. Survey, A-2458, Reeves County, Texas 
Well: State Lazy Acre 57-T2-44 W101H, API 42-389-35706, RRC 08-283932 

Dear Ms. Huizenga: 

This letter acknowledges -receipt of Deep Rights Retention checks on February 26, 2019 in the 
total amount of $112,962.97 for Leases A and Band on May 30, 2019 in the total amount of 
$122,074.00 for Leases C and D. The Deep Rights Retention form was received on September 

11, 2020. 

If you have any questions, please feel free to contact me. 

Best regards, 

~~;h~!T 
Energy Resources/Mineral Leasing 
Direct: 512.463.6521 
Email: susan.draughn@glo.texas.gov 

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

512-463 -5001 glo.texas.gov 
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Texas General Land Office 
Reconciliation Billing POBox 12873 

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

BPX Operating Company 
Attn: Patty Burg 
Office: WM11 6025-1 
15377 Memorial Drive 
Houston, TX 77079-4101 

Total Due 

Billing Date: 6/15/2020 
Billing Due Date: 7/15/2020 
Customer Number: C000046383 

$3,523.31 

Penalty and interest have been calculated thru 6/30/2020. Payment remitted after 6/30/2020 will 
result in additional penalty and interest charges. 

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

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

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

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo.texas.gov. 

This notice does not constitute an Audit Billing Notice as defined in Section 52. 135 of the Texas Natural Resources Code and, consequent ly, 
does not preclude the TGLO from conducting fu rther examinations of these leases, ti me periods or issues. 

Detach and return with payment 

Reconciliation Billing 

BPX Operating Company 

Billing Date: 6/15/2020 

Billing Due Date: 7/15/2020 

Customer Number: C000046383 

Invoice _ f<lli_neral Fil_e __ [ Gas Royalty 
--

20!12671 MF116482 $2,968.26 

Total Due $2,968.26 

Amt. Paid 

- -

---- -

Oil Royalty 

$0.00 

$0.00 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 
-----~ ----~ -

__ Pen _ _ _I_n~e~es ____ ___ !~~1-~l!_~ 
$325.13 $229.92 $3,523.31 

$325.13 $229.92 $3,523.31 



Customer ID: 
Invoice Number: 
GLO Lease: 

C000046383 

MF116482 

Category 
Auditor/AE: 
Billing Date: 

GLO Review: BPX OPERATING COMPANY P&I Calculation Date : 
Review Period: SEPT 2018 Through AUG 2019 

(1) (2) (3) (4) (5) (6) (7) .. ,. • , . : 

Seo-18 08-283932 4,399 1.00000000 1.484960 1.018300 $6,651.88 

Oct-18 08-283932 3,578 1.00000000 1.818300 1.022600 $6,652.91 

Nov-18 08-283932 3 182 1.00000000 1.578100 1.016000 $5,101.86 

Jan-19 08-283932 643 1.00000000 2.011100 1.007900 $1,303.35 

Feb-19 08-283932 2,626 1.00000000 1.362800 1.007000 $3,603.76 

Mar-19 08-283932 785 1.00000000 0.545200 $432.30 

• ,,., Lc:,;,.,.,,0 -~ ·r~c.',;~4 .,.-1 

ATTN: Patty Burg 

E-MAIL: Patty. Burg@bpx.com 

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

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

COLUMN (3) RRC VOLUME - REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID# 08-283932 

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

COLUMN (6) BTU - TAKEN FROM PRODUCTION ROYALTY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFICE 

COLUMN (13)(1 4)(15) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT: 

http://www.glo.texas.gov/energy-business/oil-qas/rrar:Jforms/penalty-interest-assessment-rules.pdf 

Royalty Rate : 
(8) 

$831.49 

$831 .61 

$637.73 

$162.92 

$450.47 

S54.04 

Gas 
Acharlto 

6/1 0/2020 
6/30/2020 

12.50% 
(9) 

SO.OD 

SO.OD 

$0.00 

$0.00 

SO.DO 

SO.DO 

~ 

NOTE 1 : PLEAS E REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH TH E BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYM ENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE 
REM ITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

(10) (11) (12) (13) (14) (1 5) 
n:.i•n•IF.'1 . . -. ..... 

$831.49 593 5.50% $83.15 $66.91 $981.55 

$831.61 563 5.50% $83.16 $63.16 $977.93 

$637.73 532 6.50% $63.77 $53.72 $755.22 

$162.92 473 6.50% $25.00 $12.01 $199.93 

$450.47 442 6.50% S45.05 $30.72 S526.24 

$54.04 412 6.50% $25.00 $3.40 $82.44 

· . - _, 
t.'l1GJ/ll1l'I 
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Texas General Land Office 
Reconciliation Billing POBox12873 

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

BPX Operating Company 
Attn: Patty Burg 
Office: WMll 6025-1 
15377 Memorial Drive 
Houston, TX 77079-4101 

Total Due 

Billing Date: 6/15/2020 
Billing Due Date: 7/15/2020 
Customer Number: C000046383 

$35,183.03 

Penalty and interest have been calculated thru 6/30/2020. Payment remitted after 6/30/2020 will 
result in additional penalty and interest charges. 

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

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

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

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo.texas.gov. 

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

Reconciliation Billing 

BPX Operating Company 

Billing Date: 6/15/2020 

Billing Due Date: 7/15/2020 

Customer Number: C000046383 

Detach and return with payment 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Inyoi_ce- -- ~~ 1Mineral File ~ r ---Gas Roy~ltyT ___ Oil R~---Pe~-- Interest --- T~tal Due 

20112672 MF116482 $0.00 $30,788.32 $3,078.83 $1,3 15.88 $35,183.03 

Total Due $0.00 $30,788.32 $3,078.83 $1,315.88 $35,183.03 
Amt. Paid 



Customer ID : 
Invoice Number: 
GLO Lease: 

C000046383 

MF116482 

Category 
Auditor/AE: 

Bill ing Date: 
GLO Review: SPX OPERATING COMPANY 

SEPT 2018 Through AUG 2019 
P&I Calculation Date : 

Review Period: 
1 2 3 

0 

... 
ATTENTION: Patty Burg 

E-MAIL : Patty.Burg@bpx.com 

COMMENTS: SALES VOLUMES REPORTED TO THE GLO WERE COMPAR ED TO VOLUMES REPORTED TO TH E RRC. 
IT HAS BEEN DETERMINED THAT THE SALES VOLUMES HAVE BEEN UNDER PAID. 

COLUMN (3) RRC VOLUME - REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID# 08-283932 
COLUMN (5) PRICE - TAKEN FROM PRODUCTION ROYAL TY REPORTS SUBMITTED TO THE TEXAS GENERAL LAND OFFIC E 

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

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

Royalty Rate: 
(8 

• 
531 ,585.79 

Oil 
Acharlto 
6/8/2020 

6/30/2020 
12.50% 
9 

S797.47 

NOTE 1 : PLEASE REMIT PAYMENT OF TH IS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFER ED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AU DITOR AS TO TH E 
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

(10 11) 
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i 
Texas General Land Office 

Reconciliation Billing POBox12873 
Austin, TX 78711-2873 

(800) 998-4456 
8:oo - 5:00 M-F George P. Bush, Commissioner 

BPX Operating Company 

Attn: Patty Burg 

Office: WM11 6025-1 
15377 Memorial Drive 

Houston, TX 77079-4101 

Total Due 

Billing Date: 6/15/2020 

Billing Due Date: 7/15/2020 
Customer Number: C000046383 

$3,523.31 

Penalty and interest have been calculated thru 6/30/2020. Payment remitted after 6/30/2020 will 
result in additional penalty and interest charges. 

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

NOTICE 
• Please update GLO1 and GLO2 production reports to correct volumes. 

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

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo.texas.gov. 

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

Reconciliation Billing 

BPX Operating Company 

Billing Date: 6/15/2020 

Billing Due Date: 7/15/2020 

Customer Number: C000046383 

Detach and return with payment 

Invoice Mineral File Gas Royalty Oil Royalty 

20112671 MF116482 $2,968.26 $0.00 

Total Due $2,968.26 $0.00 

Amt. Paid 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Penalty Interest 

$325.13 $229.92 

Total Due 

$3,523.31 

$325 .13 $229.92 · $3,523.31 



Customer ID: C000046383 Category 
Invoice Number: Auditor/AE: 
GLO Lease: MF116482 Billing Date: 
GLO Review: BPX OPERA TING COMPANY P&I Calculation Date: 
Review Period: SEPT 2018 Through AUG 2019 . , , .. , . . . . 

. , -- .. • ' •- -
SeD-18 08-283932 4;399 1.00000000 1.484960 1.018300 $6,651 .88 

Oct-18 08-283932 3,578 1.00000000 1.818300 1.022600 $6 652.91 

Nov-18 08-283932 3,182 1.00000000 1.578100 1.016000 $5,101.86 

Jan-19 08-283932 643 1.00000000 2.011100 1.007900 S1 303.35 

Feb-19 08-283932 2,626 1.00000000 1.362800 1.007000 $3,603.76 

Mar-19 08-283932 785 1.00000000 0.545200 1.010100 $432.30 
•· , - •· ---- -

'•'• 
c,• .~. -·. TOTALS 15,213 $23,746,07 

ATTN : Patty Burg 

E-MAIL: Patty.Burg@bpx.com 

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

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

COLUMN (3) RRC VOLUME - REPRESENTS UNDER REPORTED SALES VOLUMES TO THE GLO FROM RRC WELL ID# 08-283932 

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

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

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

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

Royalty Rate: 

. . 
·, . 

$831.49 

$831.61 

$637.73 

$162.92 

$450.47 

$54.04 

$2,968,26 

Gas 
Acharlto 

6/10/2020 
6/30/2020 

12.50% 

-. . . 
$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

NOTE 1 . PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYALTY PAYMENTS. THE PREFER ED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED W ITH TH E BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE 
REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

... 

, - -, . , 
• • •11 11•11r. ll ~ • 01:.1 •• , • • • . .. .. . • . . . 

$831.49 593 5.50% $83.15 $66.91 $981.55 

$831.61 563 5.50% $83.16 $63.16 $977.93 

$637.73 532 6.50% $63.77 $53.72 $755.22 

$162.92 473 6.50% $25.00 $12.01 $199.93 

$450.47 442 6.50% $45.05 $30.72 $526.24 

$54.04 412 6.50% $25.00 $3.40 $82.44 
, 

$2,968.26 $325.13 $229,92 $3,523.31 
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