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Scanlab: ___ _ 

Control 

07-108701 

Survey 

Block 

Block Name 

Township 

Section/Tract 

Land Part 

Acres 

Depth Below 

Name 

Lease Date 

Primary Term 

Bonus 

Lease Royalty 

Paid Up 

Baselile 

091353 

T & p Ry Co 

56 

2-S 

28 

Parts of S/2 & NE/4 

MF116549 

County 

REEVES 

Net: 180.000000 Gross: 360.000000 

Depth Above Depth Other 
Specified 
Depths 

MARSHALLENERG~LLC 

3/30/2014 

3 years 

$540,000.00 

0.12500000 

No 
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RAL REVIEW SHEET 
.......................................... .. ....................................................................................... .... .. .... .. .. .. ........ .............................. .. .. .. ...... .... .. .............. .. ...... , 

I • o J 

Working File#: RAL 145956 

Lessor: 

Lessee: 

McGary, Mary Jane, 

Marshall Energy, LLC 

LEASE DESCRIPTION 

County Control # Base File Part 
No 

MF : 

Lease Date: 03/30/201 4 Ul: Yes 

Gross Acres: 320.00 

Net Acres: 189.00 

Sec Block Twp Survey Abst No 

Reeves 07-108701 091353 Parts of S/2 28 56 2-S T & P Ry Co 2214 
& NE/4 

TERMS OFFERED TERMS RECOMMENDED 

Primary Term : 3 Years Primary Term : 3 Years 

Bonus I Acre: $6,000.00 Bonus I Acre: $6,000.00 

2nd Yr 3rd Yr 4th Yr 5th Yr 2ndYr 3rdYr 4th Yr 5th Yr 
Renta l / Acre : 

1

200.00 I 

Royalty : 0.250000 : 

COMPARISONS 

Lease No Lessee 

200.00 

Lease Date Primary 
Term 

MF115668 Stephen C. Cole 07/17/2013 5 yr 

I Renta l / Acre : 

1

200.00 I 200.00 

Royalty : 0.250000: 

Bonus/Acre Rental/Acre Royalty Distance 

$2,000.00 $0.00 0.00 2,000.0 0.00 0.250000 0.000000 
0 Adjacent 

Comments: There is a fla t $200.00 rental for the 2nd Yr & 3rd Yr*SEE LEASE FOR DEPTH LIMITS AND 
T CT BREAK DOWN* 

A pproved: 

liii 

Friday,April04, 2014 RAL 145956 



RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office 
' I ~ .• • J 

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

FROM: Robert Hatter, Director of Mineral Leasing 

Applicant: ~~\ 
Prim. Term: 3 Years 

Royalty: 0.25000000 

Rental/Acre 2nd Yr: $200.00 

Consideration 

Recommended: 

Not Recommended: 

3rd Yr: 5200.00 

Jerry Patterson, Commissioner 

County: Reeves 

Bonus/Acre : $6,000.00 

4th Yr: SO.OO 5th Yr: $0.00 

Date: 

There is a flat $200.00 rental for the 2nd Yr & 3rd Yr*SEE LEASE FOR DEPTH LIMITS AND 
TRACT BREAK DOWN* 

Comments: 

uLse Form 
Recommended: 

Not Recommended: 

Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ L /( 

Not Recommended: 

Bill Warnick, General Counsel J 
Recommended: L tlfk. 
Not Recommended: 

Larry Laine, Chief Clerk 

Approved: ---4-~-----­
Not Approved: 

4/4/2014 10:39:55 AM RAL 145956 

Date: 

Date: 4 · z.p. /~ 

Date: 

Date: 

Date s\-+\t± 

1 of 1 
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Date Filed. --Ltf.;_/1--1-!.!14-~.--____ _ 
Jerry E. Pattason. Comma saoner 

By 'SS]) 



• bhpbilliton 
resowtilg 1he futln 

PETROHAWK ENERGY CORPORATION 
CONTROLLED DISBURSEMENT 

P.O. BOX 22719 
• HOUSVON, TX 77027·9998 

AMEGY BANK N.A 
PO BOX27459 

HOUSTON, TEXAS 77227-7459 

35-1058/1131 
89 

1 L!. 71CJ8 66 14000 

04/02/14 

PAY TO THE 
ORDER OF _ T_e_xa_s_G_en_e_ra_I_La_n_d_O_ff_ic_e ________________________ __JI $ 180,000.00 

-~O~n~e~H=u~nd~r~e~d ~EI~·g~h~ty~T~h=o=us~a~n=d=a~nd~00~/~1~0~0~·~t~----------------------------- DOL~RS ~ 

MEMO Bonus for Contrad JR-01 35A 

u• O I. l,O OOu• 

PETROHAWK ENERGY CORPORATION 

••• • ... 
• 

~·· · · • • 

.. . .. . .. .. 
• ..... , 

~ 

• 
A ••• 

• • •• • 

PETROHAWK ENERGY CORPORATION 

• 

IF NOT CASHED WITHIN SIX MONTHS OF ISSUE 
NON TRANSFERABLE 

07/.ZJ·'~ ~ 

14000 

1 4000 

t\\ \ l t . 



• bhpbilliton 
I!SOII'dng 1he futlft 

PETROHAWK ENERGY CORPORATION 
CONTROLLED DISBURSEMENT 

P0. 80l<22715 
HOUSTON, TX n027·9998 

AMEGY BANK N.A. 
PO BOX 27459 

HOUSTON, TEXAS nW-7459 

35·105811131 
89 

j L!7 lfJ865 13999 

04/02/14 

PAY TO THE 
ORDER OF _ T_e_xa_s_G_e_ne_ra_I_La_n_d_O_ff_ic_e ________________________ ___.l $ 180,000.00 

-~O~n~e~H~u~n~d~re~d~E~ig~h~ty~T~h~o~u~sa~n~d~a~n~d~0~0~/1~0~0---------------------------- DOUARS 

MEMO Bonus for Contract JR-0130A 

PETROHAWK ENERGY CORPORATION 

••• • •••• 
• ••••• • • 

• 
•• ,.. . 
• • t \ 4 

I 
f' ••• ,. 

p 

•••• • •••• 

PETROHAWK ENERGY CORPORATION 

1399 9 

13999 

\~ 

1 a 



·~ bhpbilliton 
resotl'dng the futl.r! 

PETROHAWK ENERGY CORPORATION 
CONTROLLED DISBURSEMENT 

PO 80X22719 
HOUSTON. 1X 710'ZP 9&8 

AMEGY BANK N.A 
PO BOX 27459 

HOUSTON, TEXAS 77227·7459 

35-1058/1131 
89 

I L111U86 4 13998 

04/02/14 

PAY TO THE I 
ORDER OF ___...:T...:.ex:.:.::a...:.s..::.Ge~n.:..::e-=ra.;_:l L=a.;_:nd=-O.:....ff~ic.:..:e___...: _ _____________________ -J $ 180,000.00 

~ 

--~O~n~e~H~un~d~r~ed~Ei~gh~t~y~Th~o~u~sa~n~d~a~n~d~0~0~/1~0~0-------------------------- DOUARS ~ 

MEMO Bonus for Contract JR-0125A 

PETROHAWK ENERGY CORPORA TJON 

••• • ..... 
• 

4 ••••• 

• • 

•• . . . 
• t 4J • 

• •••••• • 
• 
•••• • 

·~·· 

PETROHAWK ENERGY CORPORATION 

• 

l 

13998 

13998 

• 
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l MICHAEL R ELENDER oS-os 
~ 2825 HIGHLAND BLVD 409-549-2793 

NEDERLAND, TX 77627-4646 

, 

< 

\ 

14110863 354 
35-1054/1130 

<-{ -'{ .f:: r { '-( 18371 

~!9Ge.ve.r"'l L.J. o{.:('"" - Tex"'" 1-r;;OD co 

Three {-L~J.:-co{ J- ''-DftoiY Dollars ~ ~;:;::. 

BBVA Compass ~J:.~Bank 

~(, 

ry\ 
\ 
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llllVA Compass 

.~ 

Compass Bank 
Jasper, TX 

' 
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14710862 
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35-1054/ 1130 
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Drew Reid·- Fwtl: ection 28 ogl . 

Page I of 2 

From: Michael Elendcr <mrelcnder@gmail.com> 
To: I larriet.Dunne@GLO.TEX .GOY; Drew. Reidfa)GLO.TEXA .GOY 
Date: 3/26/2014 3:42 PM 

ubjcct: Fv d: ection 28 ogls 
Attachment : 0325 14 MLT- Bl iP ogl ( ec 28 MCL Reeves Co).pdf; 0325 14 MFT- BHP ogl ( cc 28 

MCL Reeves Co).pdf; 0325 14 MJM - Bl iP ogl ( ec 28 MCL Reeves Co).pdf 

Drew 

Please see the attached leases for your revie\ and approval. 

1 have been in contact with Harriet Dunne regarding this acreage, and am ' ailing on her re ponse as to 
the availability of the tracts and depths we are wishing to lease. My understanding is that these tracts are 
ava ilable, but the balance of the cction, being 280 acres, is HBP until atleast January 28, 20 15. 

We have a 10 day window from Bank of America to clo c this deal. If your files show something 
different, plea e let me know at your earliest convenience. 

---------- Forwarded message---------­
From: Long, J .N. <j.n.long@ustrust.com> 
Date: Wed, Mar 26, 20 14 at 3:3 1 PM 

ubjcct: ection 28 ogls 
To: Michae l Elender <mrelendert{/lumai l.com> 

J . N. Long, RPL 

Vice President and Property Manager 

U .. Trust, Bank of America Private Wealth Management 

Oil and Gas Department 

90 I Main Street, 17th Floor, TX 1-492-1 7-0 I 

Dallas, Texas 75202-3738 

Phone: (2 l.f) 209-9888 

rax: (2 14) 41 6-0802 

Please note my new e-mail address: j.n.long@ustrust.com 

This message. and any attachments, is for the intended recipient(s) only, may contain information that is 
pri vileged confidential and/or proprietary and subject to important terms and conditions ava ilable at 
http://ww\<V.bankol'america.com/cmaildisclaimer. If you are not the intended recipient, please delete this 

li le://C :\Documents and ettings\Dreid\Local ettings\ Temp\XPgrpwise\5332 F580DOM I P .. . 3/26/2014 



message. 

l\1icltael Elcnder, CPL 
X 

John L. Robertson. Inc. Oi I & Gas 
500 pring liill Drive, te 130 

pring, Texas 77386 
Cell : 409-549-2793 
Fax: 28 1-7 19-8647 
Email : MREicnder@gmail.com 

Page 2 of2 

THIS EMAIL TRANSMISSION IS INTENDED FOR THE EXCLUSIVE USE OF THE INDIVIDUAL OR ENTITY TO WHOM IT IS ADDRESSED, AND 
MAY CONTAIN PRIVILEGED AND CONFIDENTIAL INFORMATION THAT IS COVERED BY THE ELECTRONIC COMMUNICATIONS PRIVACY 
ACT (18 USC§§ 251Q-2521). IF YOU ARE NOT THE INTENDED RECIPIENT OR AGENT RESPONSIBLE TO DELIVER THE MESSAGE 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 COMMUNICATION IN ERROR. PLEASE NOTIFY US IMMEDIATELY BY TELEPHONE 
ANDiOR EMAIL AND DELETE THE ORIGINAL MESSAGE. THANK YOU 

!i le://C:\Documents and ettings\Dreid\Local cttings\Temp\XPgrpwise\5332F580DOM I P... 3/26/20 14 
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April 16, 2014 

State of Texas 
General Land Office 
1700 N. Congress Ave. 
Austin, TX 78701 

Attn: Mr. Drew Reid 

Michael R. Elender, CPL 
500 Spring Hill Drive, Ste 130 

Spring, Texas 77386 
(409) 549-2793 Cell 

em:til MREiender@gm:til.com 

RE: Block 56, T-2, T&P RR CO Survey 
Section 28 
Reeves County, Texas 

Mr. Reid: 

John L. Robertson 
OI L & t.A~ 

Enclosed please find 3 certified copies of O il and Gas Leases from the follow ing 
parties, as Agents fo r the State of Texas: 

McGary Family Trust - Kelly Separate Property 
Mary Jane McGary, a feme sole 
McGary Living Trust - SPH 

Marshall Energy, L.L.C. is the Lessee in the attached leases covering land in the above 
captioned area. Also enclosed is a check in the amount of $75.00 to cover the filing 
fees for each lease, a check in the amount of $300.00 to cover the Processing Fee, and 3 
bonus checks in the following amounts: 

$180,000.00- McGary Family Trust - Kelly Separate Property 
$180,000.00- Mary Jane McGary, a feme sole 
$180,000.00- McGary Living Trust - SPH 

Please advise if you have any questions or comments. 

Than~ 

Michael Elender 

Enclosures: 
-3 Checks made out to the General Land Office State of Texas in the amounts of $180,000.00, 
$180,000.00, $180,000.00. 
-Certified Copy of Relinquishment Act Lease Form executed by McGary Family Trust- Kelly Separate 
Property, Individually and as Agent for the State of Texas 
-Certified Copy of Relinquishment Act Lease Form executed by Mary Jane McGary, a feme sole, 
Individually and as.-Agent for the Stare of Texas 
-Certified Copy of Relinquishment Act Lease Form executed by McGary Livi ng Trust - SPH, 
Individually and as Agent for the State of Texas 

:l 
bhpbilllton 



2. 

File No. MF II {q'3l/ 9 
~?S'YU.6 4- &e'-'s.....___ ___ _ 

Date Filed:_4.:.J,l...!...n .:..t\-.:..:\4 _____ _ 
Jerry E. Patkr~vn. Commissioner 

By ~SJ) 

• • •• • • •• • • • • • ••• • • . ••• • • • • • • • • • • •• • •• • • • ••• • • 
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General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

. . 

~ustin , \ll:exas 

OIL AND GAS LEASE 

14-03336 
FILED FOR RECORD 

REB/ES COUNTY, T EXAS 
Apr 14, 2014 at 11:23:00 AM 

lt(QS4-4' A 

THIS AGREEMENT is made and entered Into this x.30"'t ... h __ day of March _______ , 2014_ . between the State orTexas. acting 

by and throL gh its agent, McGary Family Trust - Kelly Separate Property; Kelly McGary, Trustee; Bank of America, N.A., Agen._ _ _ _ ____ _ 

of Post Office Box 830308; Dallas, Texas 75283-0308. ______ ___ ____ _________ _ 

(Give Pernanent Address) 

said agent h3rein referred to as the owner of the soil (whether one or more), and Marshall Energy, L.L.C. ___ ____________ _ 

of 6215 Gro•,ewood Lane; Houston, Texas n008-3217 ___________________ hereinafter called Lessee. 

(Give Per nanent Address) 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed bt 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 anc 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 6ther structures thereon, to produce. save, take care of, treat and transport said products of the lease, the following lands 
situated In Reeves County, State orTexas, to-wit: 

TExas & Pacific Railway Company Survey 
Suction 28, Block 56, Township 2 South, A-2214 
Tr ~ct 1: W/2 SW/4, NEJ4 SW/4 (all depths} 
Tnct 2 : SE14 SW/4 (all depths below 3,518 feet being 100 feet below the total depth drilled in the Draco Energy- Trinity State "28"#3-

API# 42-389-32481} 
Tr.1ct 3: NW/4 SEJ4 (all depths below 3,900 feel being 100 feet below the total depth drilled in the Draco Energy- Trinity State "28"#1-

API# 42-389-32391} 
Tract 4 : SW/4 SE14 (all depths below 3,550 feel, being 100 feet below the total depth drilled in the Draco Energy- Trinity Stale "28" #4-

API# 42-389-32541} 
Tmct 5: NEJ4 SEJ4 (all depths below 3,494/ee/, being the total depth drilled in the Klmlar Oil- Northrup "A" Estate #1- API# 42-389-31897) 
Tmct 6: SE/4 NE14 (all depths below 4,900 feet, being 100 feet below the total depth drilled in the Kimlar Oil - Northrup P.G. Estate #1 -

API# 42-389-31698} 
Tmct 7: SW/4 NEJ4 (all depths} 

containing 3f.O.OOO _____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the Stale of Texas: One Hundred Eighty Thousand Dollars and No Cents, ______ _______ _ 

Dollars ($180,000.00 _____ _ 

To the owner of the soil: One Hundred Eighty Thousand Dollars and No Cents ____________ _ 

Dollars ($180,000.00 _____ _ 

Total bonus consideration: Three Hundred Sixty Thousand Dollars and No Cents, ___________ _ 

Dollars ($360,000.00 _____ _ -J 

The total bonus consideration paid represents a bonus of Six Thousand Dollars and No Cents ___________________ _ 

($6,000.00 per acre, on sixty (60} ___ net acres. 

2. ·rERM. Subject to the other provisions in this lease, this lease shall be for a term of THREE (3) years from 
this dale (her3in 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) 

Page 1 of 11 

Tru·-· ana CorreCt 
copy of 

Onarnal fih~ i 1n 
Reeves CouPty 
(' o r ks C>ffire 
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covered exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one ( 1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the __ _ 
Bank of Armrica. N.A. Bank, at 901 Main SL; Dallas, Texas 75202 , 
or its succe:;sors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 
Lessee shal pay or lender 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: One Hundred Dollars and No Cents ___________________ _ 

Dollars ($ 100.00·-------

To the State ofTexas: One Hundred Dollars and No Cents ___________________ _ 

Dollars ($ 100.00 ______ _ 

Total Delay Rental: Two Hundred Dollars and No Cents. _____________________ _ 

Dollars ($200.00 _______ _ 

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 d Jring 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 .his 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 exi ;t, 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 defalllt 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 ir s1rument 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 provjjed 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 induding 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 1M_ ___ 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 
hydrocarbon;, 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 goneral 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 pFemises Leasehold Estate is sold, used or processed In a plant, it will be run free of cost to the royalty owners 
through an a jequate oil and gas separator of conventional type, or other equipment at least as efficlent, so that all liquid hydrocarbons recoverable from 
the gas by srJch 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 1 NON PROCESSED GAS. Royalty on any gas (induding 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 comp<rrable 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 acconling 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. 

cc; PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery or gasoline or other liquid 
hydrocarbom. shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value th.ereof, 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 
hydrocarbom shall be fifty percent (500-") or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement n~tgotiated 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 lffered 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 w~ighted 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 proo luction 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. ~~F-alter U:le el<piralieA ef tfle primafy-term ef tflis lease, if tflis lease is maiAiaiAeEIIly preEll:lGtieA, 
tne-feyaltie&-foaiEll:lAEler lAi&-lease-iA Ae e¥eAt shalllle less thaA aA a~l te T'l!'eAW El'>'e QellaF§ !S2!i.OOl eer asre the tetal aAAI:lal Elelay reAtal 

- e a l.iOrreC\ 
orsy t 

o IJtnal fil61d tn 
Reeves Couf'ry 

Clerks Office 

Page 2 of 11 
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l'lereiA J!revideEI; etJ:Iep,Yise, tl'lere sl'lall I:Je El~;~e aAEI J!ayallle eA er llefere tl=le last Elay er ll'le meAtl'l s~;~sseeEiiAg tl=le aAAiYersary Elate er tJ:Iis lease a s~;~m 
eEj~:~alle IRe letal aAA~:~al reAial TweAtv Five DellaFS fS2S QQl eer asre less llle ame~:~At ef reyallies flala a~:~FiAg IRe flreseaiRg year. If Paragraflll ~ ef lflis 
lease Elees r.et &j'lesify a Elelay reAial ame~:~AI, lfleA fer lfle f'll:lfl'leses ef lflis J!aFagFaf'lh, lfle Elelay reAial ame~:~At shall lie eRe Elellar ($1.QQ) j'leF asre . 

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'·; right to lake its royally 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 •>bligations, 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 fo· the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making 
the oil, gas < nd other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any 
reimbursemunts 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 use j to process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject to the written 
consent of lt e owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leaseEI-premise 
Leasehold E~ or for injection into any oil or gas producing formation underlying the leaseel j'lFeFAises Leasehold Estate after the liquid hydrocarbons 
contained in the gas have been removed; no royalties shall be payable on the recycled gas until ills produced and sold or used by Lessee in a manner 
which entitle; the royalty owners to a royally 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 royally on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royally 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 Ge•neral 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 rem1ttance advice showing by the assigned General Land Office lease number the amount of royally 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 penally of 5% on the royally or $25.00, whichever is 
greater. A ro tally 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 penally, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royally 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 te 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 forfei ure as provided by law nor act to postpone the date on which royalties were originally due. The above penally provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. {A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty {30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all Urnes 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 leaseEI f'lFeFAises Leasehold Estate and that are 
submitted to the Texas Railroad Commission or any other governmental agency shall indude the word "Slate" in the tiUe. Additionally, in accordance 
with Railroad Commission rules, any signage on the leaseEI j'lremises Leasehold Estate for the purpose of identifying wells, lank batteries or other 
associated in1provements to the land must also include the word "Stale." Lessee shall supply the General Land Office with any records, memoranda, 
accounts, re1o0rts, cuttings and cores, or other information relative to the operation of the above-described premises, which may be requested by the 
General Lane 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 productic n 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 
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actual prodl ction of oil or gas from the leaseEI Jlremises Leasehold Estate 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 d1illing 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 lc1St 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 ceas~ 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 rt •working 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 tem1 hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying dale 
following tht 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 lime thereafter a shut-in oil or gas well is located on the leaseEIIlremlses 
Leasehold E~ payments may be made in accordance with the shut-in provisions hereof. 

1 : ~. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is 
being produ;;ed 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 moru 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. 

1 ~ .. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
jlremises Le3sehold Estate, 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 £Ood faith and in workmanlike manner without interruptions totaling more than sixty {60) days. If such drilling or reworking operations result in 
the productic•n 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 jlremises Leasehold Estate 
in paying qu3ntities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by 
law. If the dnlling or reworking operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences 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 con! nues 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 lime after the expiration of the primary term of a lease that, until being shut in, 
was being m3intained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leaseEijlremises Leasehold Estate, 
but oil or ga:; is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-In oil or gas 
royally an amount equal to One Hundred Dollars (5100.00) per acre no longer maintained due to a shut-in well Ele~:~llle IRe aRR~:~al reRtaljlreviEieEI iR IRe 
lea6&, but net less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. tr Flara!jrajlf:t 3 ef IJ:Iis lease Elees Ret Sjlesi~ a 
Elelay reRtal , Jme~:~Rt, IReR fer tf:te JlllfJleses ef IJ:Iis jlara!jraJlf:t, tf:te Elelay reRtal ame~:~Rt sl=lall lle eRe Elellar ($1 .QQ) jler asre. 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 leaseEI-j)lemises Leasehold Estate, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance with the lease provisions: 
whichever d< te 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 thu shut-in oil or gas royally 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 fel:lf ~ more s~:~ssessi.,.e jlerieEis ef 
eAe-f:l-) year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shut-in well IRe same ame~:~Rt easl=l year on or before the 
expiration of 3a&l=llhe first 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 royally, oil or 
gas is sold and delivered In paying quantities from a well located within one thousand (1 ,000) feet of the leased jlremises Leasehold Estate 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 ro)ally shall cease, but the lease shall remain effective for the remainder of the year for which the royally has been paid. The Lessee may 
maintain the ease for four more successive years by Lessee paying compensatory royally 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 lea6&EI 
jlremises !&£ sehold Estate. The compensatory royally is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half 
(1/2) to the cwner 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 jrainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leaseEI Jlremises 
Leasehold E!~. 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 royally payments which are not timely paid 
will accrue pe natty 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 J'IFemises Leasehold Estate, Lessee shall exercise the diligence of a reasonably prudent operator in drilling 
such addition 31 well or wells as may be reasonably necessary for the proper development of the lea see premises Leasehold Estate and in marketing the 
production tholreon. 

{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 .o all of the ~ Leasehold Estate, 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 
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production ~urposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any 
successor aqency, 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 a re reclassified so that less acreage is thereafter allocated to said well or wells 
for producticn 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 egre~ s 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 roac s, 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 dale of the primary or extended term it shall 
further termi11ale as to all depths below 100 feel below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on o r before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus origin illy 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 quanlities 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 :he 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 andlor 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 
Commissionm at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument a : 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 ~.hall 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 
leaseEI J3Fem1ses Leasehold Estate 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 leaseEI 13remises Leasehold Estate. In addition, if oil and/or gas should be produced in commercial 
quantities wilhin 1,000 feet of the leaseEI 13remises Leasehold Estate, or in any case where the leaseEI 13remises Leasehold Estate is being drained by 
production ot oil o r gas, the Lessee, sublessee, receiver or other agent in control of the ~ Leasehold Estate shall In good faith begin the 
drilling of a v. ell or wells upon the leaseEI premises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within 
1,000 feet of the ~ Leasehold Estate start producing in commercial quantities and shall prosecute such drilling with diligence. Failure to 
satisfy the sl3tutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination of the 
Commissionur 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 I~ Leasehold Estate, or from producing oil or gas from the leaseEI j3remlses Leasehold 
~ by reHson of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, 
Lessee's obi galion 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 leaseEI jlremises Leasehold Estate. 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 eWf'ler e~Ae-6eil-waff.aRts and agrees te defend Iitie te Ule leased premises. If ti'le ewner ef Ule sail 
defa~:~lt£7-lfl-t* yments awed en ti'le lea&eEI--jlfemises, IRan lessee may reEieem IRe ri!li'll6 ef IRe ewner ef Ule sell in ti'le leaseEI premises by j3aying any 
meltga!je, tal:~i'le leased 13remises. If lessee makes paymenl6 en bei'lalf ef IRe ewner ef IRe seil 1:1nE1er IRis para!JFaJ3A, lessee may 
rese•1er IRe so~ese jlayments li'em IRe rental-anEI reyallies El~l. 

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 hin 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 Lane 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 valuu 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 
52.151-52.15-1, 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 ba ;ed 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 w•~lls or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation 
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purposes fo1 waterflood operations without the prior consent of the owner of the soil. 

2::. 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 . 

2::. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury Its pipelines below plow depth . 

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

2!·. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. 
Without llmi jng 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 ncapture 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 comple lion 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 themon. Lessee shall, while conducting operations on the lea&e6-pfeml&es Leasehold Estate. 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 leaseEijlFeAlises Leasehold Estate, 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 wr tten 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 machiney, 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 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, dimi 1ish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performe 1 by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose unUI 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 tiUe (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 u 1der 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 I he 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 soli 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 
ow11er of the soil; or 
(7) a family member of the owner of the soil or related to Ule 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 or the soil and place of record a release or releases covering any portion or portions of the leases llFeAlises Leasehold Estate, and thereby 
surrender thi: . 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 surre•ndered, 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 reco ·ded 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 c::>unty in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied 
by the prescnbed filing fee. If any such assignment is not so filed, the 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 Ule parties. Any collateral 
agreements conceming the development of oil and gas from the ~ Leasehold Estate which are not contained in Ulis lease render this 
lease invalid. 
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31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the Stale's 
interest in the leaseEI premises Leasehold Estate. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is 
obligated to Jut 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 authorizej 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 tc 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 authorizej 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 .1 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 s not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commission•lr, and he shall forfeit same when sufficlenUy informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to le iSe 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 bE·fore 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 cov.~red 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 c:ontractual lien on and security interest in all leased minerals In and extracted from the leaseEI premises Leasehold Estate, all proceeds 
which may a•:crue 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 ~ises Leasehold Estate 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 Owner of the 
Soil may sutler by reason of Lessee's breach of any covenant or condiUon 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 nue 1, Chap. 9 of the Texas Business and Commerce Code. Lessee 
agrees that t 1e Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this I en. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above­
described pn>perty 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 tease wtth any 
other leaseh<>ld 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 executior requirements staled in Texas Natural Resources Code 52.152. 

35 INDEMNITY. Lessee hereby releases and discharges the Stale 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 leaseEI premises Leasehold Estate 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, exllnerate. 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 whi:h recovery of damages is sought. under any theory including tort, contract, or strict liability, including attorneys' fees and other legal 
expenses, in :Juding those related to environmental hazards, on the leaseEI premises Leasehold Estate 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 
leaseEI premi ;es Leasehold Estate; those arising from Lessee's use of the surface of the leaseEI premises Leasehold Estate: and those that may arise 
out of or be llccasioned 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, c ran 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 l NDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES 
THEREOF (E.XCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING 
THE NEGLIC: ENCE 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 
contaminatio11 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 leaoeEI-pfemises Leasehold Estate, by any waste, pollutant, or contaminant Lessee 
shall not brir.g or permit to remain on the leaseG-premises Leasehold Estate any asbestos containing materials, explosives, toxic materials, or 
substances r3gulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous Substance· is defined in the 
Comprehensi ~e Environmental Response, Compensation and Uability Act (CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic substances under any 
federal, slate, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with 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 T EXAS 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 
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THE FOREGOING PROHIBITlON OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR 
ABOUT THE Lt;;ASt;;Q PRt;;MISt;;S LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE Lt;;ASt;;() PRt;;MISt;;S 
LEASEHOLJ ESTATE. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND 
DAMAGE C:AUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE bEASt;;{) 
PREMISES_LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE Lt;;ASEO-PREMISES LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE I~EQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
LIABILITY I'OR 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 lEASt;;D 
PREMI-SES_ LEASEHOLD ESTATE. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER 
TERMINATI JN, 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 th'~ 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 . 

36. 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 datu 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 Counl'; Clerk in any county in which all or any part of the leas eEl J!Femises Leasehold Estate is located, and certified copies thereof must be filed in 
the General _and 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 reel es the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed tiling fee shall 
accompany wch certified copy to the General Land Office. 

ADDENDUM PARAGRAPHS 40. 41 . 42, 4 3. 44. and 45 

40 SURFACE USE COVENANTS. Lessee's rights of ingress and egress, use of the surface of the Leasehold Estate, use of water 
from the Leasehold Estate, and all other physical activities thereon, shall be governed by the Oil and Gas Surface Use Covenants which are attached 
hereto as El:hibit A. In the event of a conmct between the provisions of this Lease and the printed provisions of said Oil and Gas Surface Use 
Covenants. ~aid Covenants shall prevail. 

41. OWNER OF THE SOIL, TIME FOR PAYMENT OF ROYALTIES. Lessee agrees and undertakes to pay or tender all royalties 
otherwise ac:ruing hereunder to the interest of the Owner of the Soil simultaneously with the payment or tendering thereof of royalties accruing to the 
interest of tho State of Texas. Should payment or tender of royalties accruing to the Interest of the Owner of the Soil not be so timely made, then Lessee 
shall be subj 3Ct to the same penalties in favor of the Owner of the Soil for late payments made to the Commissioner of the General Land Office as set 
forth in Para~1raph 9 hereof. 

42. ROYALTY INFORMATION. In addition to other information required to be furnished by Lessee to the Owner of the Soil, either by 
law or under the terms of this lease, within thirty (30) days following receipt of Owner of the Soil's written request, Lessee shall promptly provide Owner 
of the Soil wi h sufficient information for Owner of the Soil to monitor and calculate all royalty payments due Owner of the Soli hereunder. If Lessee does 
not have aco~ss to the requested information, Lessee will have thirty (30) days from the date upon which such Information becomes available to Lessee 
to provide sa11e to Owner of the Soil. If such Information is not so provided or is incorrect or incomplete, Lessee extends for four years, or the longest 
period allowed by law if less, the applicable time period for any defense based upon the statute of limitations, laches or any other delay in bringing suit, 
with respect to any matter which would reasonably have been revealed by such information, even if Owner of the Soil had access to relevant information 
from other sources, it being intended that Owner of the Soil may rely upon Lessee to keep it fully and truthfully informed without the necessity of 
obtaining lnfc•rmation from other sources. Lessee hereby grants Owner of the Soil a lien on the Leasehold Estate to secure the timely and proper 
payment of royalties and other sums due hereunder, all Interest thereon, and all expenses of collecting delinquent or improper royalty payments 
including, bul not limited to, attorney, paralegal, and legal assistant fees, expert witness fees, all associated expenses, and court costs. Said lien shall 
be in the sarre manner and form as the lien granted the State of Texas in Paragraph 33 hereof, but ranking subordinate thereto. 

43. INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Soil in writing as to the location of each well 
drilled upon tl1e Leasehold Estate, or on lands pooled therewith, on or before seven (7) days after commencement of operations, and shall advise Owner 
of the Soil in writing as to the date of completion or abandonment of each well drilled within thirty (30) days after such completion or abandonment. 
Lessee agreus to furnish Owner of the Soil with all well drilling, completion and production data. reports, title opinions, logs, and Information when 
specifically requested by Owner of the Soil. Lessee agrees that immediately following this instrument being recorded in the county records where the 
Leasehold E~ tate is located that Lessee will provide Owner of the Soil with a copy of this fully recorded instrument as it appears in said records. 

45. UNIT DESIGNATION. Should Lessee elect to exercise the power to pool given it by Paragraph 34 of this lease, then Lessee shall 
execute and record a written unit designation describing all tracts and leases included in the pooled unit, and containing a surveyor's plat of the pooled 
unit, in the records of the county in which the land is located. A copy of the pooled unit designation showing recording information shall be promptly 
furnished to cwner of the soil. A pooled unit is strictly limited to the Leasehold Estate and will automatically terminate if this lease expires as to the part 
of the Leasehold Estate included in the pooled unit. 

46. MINIMUM ROYALTY. "Minimum Royalty Year" shall be each year which commences (a) with the first day that a royalty payment 
on actual production of oil or gas becomes due hereunder and (b) on each anniversary of that date thereafter, for so long as production of oil and gas is 
obtained by Lessee in paying quantities as set out in numerical paragraph 2 above or shut-in royalties are paid by Lessee as required in numerical 
paragraph 1t above. Lessor shall always receive, from the delay rentals and royalties payable hereunder, at least $100.00 (ONE HUNDRED 
DOLLARS AI~D NO CENTS) during each Minimum Royalty Year for each acre held in force under this lease at the beginning of the Minimum Royalty 
Year, and thi~ amount shall be referred to as the "minimum royalty amount." If Lessor receives less than the minimum royalty amount during a Minimum 
Royalty Year, then it is agreed that the State of Texas shall be entitled to have this Lease declared cancelled or forfeited, unless on or before sixty (60) 
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days after Ute end of that Minimum Royalty Year, Lessee pays or tenders to Lessor the difference between the total of delay rental, production royalty 
and shut-in gas royalties received during the Minimum Royalty Year and the minimum royalty amount. Any sums which may be paid by Lessee for 
surface or '11'3ter use o r damages, or for any reason other than as delay rentals and royalties, shall not be included in calculating Whether the minimum 
royalty amo mt has been paid. Beginning as of the date upon which this lease is executed, the minimum royalty amount shall be adjusted on the first 
day of each calendar year applying the ovemead adjustment factor most recently published by the Council of Petroleum Accountants Societies, Inc. It is 
understood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the 
Owner of thu Soil. 

E>:ecuted on the dates indicated below but effective for all purposes as of the date first above written . 

LESSOR: 
State of Te> as by its Agent 
McGary Farnily Trust - Kelly Separate Property; Kelly McGary, Trustee 
By: Bank ol America, N.A., Agent 

By--47~~ 
Name: J.N. l.on;:;f\ ~ 
TIUe: Vice Ptesident ...--
Lease: J 00 0 !J 
Address: go· Main SL Fl. 17 

Dallas, TX 75202-3738 

STATE OF 1 EXAS 

COUNTY OF DALLAS 

§ 
§ 
§ 

LESSEE: 
Marshall Energy, L.L.C. 

~L// By:~~~~ 
Name: John Michael Martin 

TIUe: Manager 

Address: 6215 Grovewood Ln. 
Houston TX 77008-3217 

Before me, t1e undersigned, a Notary Public in and for said County and State, on this day personally appeared J.N. Long, Vice President of Bank of 
America, N.J •. , known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he executed the 
same for the purposes and consideration therein expressed, In the capacity therein stated , and as the act and deed of said Bank in the capacity therein 
~~- _J 

yo. ~i I 
Given under 'Tly hand and seal of office this th~ day of~ 2014. 

DELIA CLJF;:oRL> 
Notary Public 

STATE OF TEXAS 
My Comm. 8<p. 06-QS-15 

STATE OF TEXAS § 
§ 

COUNTY OF~ \-\(\.X\\-=:, § 

No 

Before me, U1e undersigned, a Notary Public in and for said County and State, on this day personally appeared John Michael Martin, Manager of 
Marshall Energy, L.l.C., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said limited liability 
company in Ute capacity therein stated. 

Given under tny hand and seal of office this the "2..-t day of March, 2013. 

;t•.!!J"'I 
$·(\""··~~ CAROL WIUIAMS 
{~W.:ti MY COMMISSION EXPIRES 
~~.?~:·.~\~~ January 14, 2018 

Notary Public In and for the State of Texas 

J. ~ orro~ 
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EXHIBIT "A" 

BANK OF AMERICA, N. A. 
SURFACE AMENDMENTS 

Attached to and made a part of that certain Oil & Gas Lease dated t he 251h day of March, 2014, by and between the State of Texas, by and 
through McGary Family Trust- Kelly Separate Property; Kelly McGary, Trustee; Bank of America, N.A., Agent its agent as Owner of the Soil 

(Lessor), and Marshall Energy, L.L.C. (Lessee) . 

1. It is understood and agreed that Lessee, its successor or assigns. shall pay actual damages to Owner of the Soil and/or Surface 
Le:>see for any damage done to crops, pasture land, Umber. fences, water wells, buildings. roads, culverts or other improvements as 
well as livestock owned by the Owner of the Soil and/or Surface Lessee located on the lease premises, resulting from their use by 
Le;see in connection with geophysical exploration thereof, or other mineral development thereon, by Lessee, its successors or 
as ;igns. Upon the cessation of drilling at each well location, the abandonment of said lease or surrender thereof. Lessee, its 
su ;cesser or assigns, shall then level all drilling pits and other excavations and shall pay for and repair all damage done, or cause to 
be done, to buildings. fences, roads, culverts, turf, water wells and/or other improvements and to restore same to their original 
co 1dition within 90 days after the cessation of activity. No drilling mud shall be spread on surface lands of Owner of the Soil without 
express written consent of Owner of the Soil. Guidelines or parameters for any surface damage payments shall be agreed on in 
ad 1ance, and In writing, by Owner of the Soil and Lessee. 

2. Le ;see's right to use water from the lease premises shall not Include the right to use fresh water from any fresh water sands or 
str.3ta underlying the lease premises for any secondary recovery operations that may be conducted on the Leasehold Estate. 
Le ;see shall have the right to use fresh water from wells or surface impoundments only with the expressed permission of the Owner 
of he Soil 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 
ag ·ees to construct not more than one road to each location on the Leasehold Estate and to confine all travel incident to the drilling 
an j production of such well to the single road. All roads constructed by Lessee shall be of good quality and suitable for all-weather 
uSt~. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
an 1 road construction. Lessee agrees to maintain all roads used by Lessee on the Leasehold Estate in good condition and repair 
du ing the period of Lessee's operations on the lease premises. The surface owner shall have the right to use all roads on the 
!&,3sehold Estate. 

4 . It i; understood and agreed that this lease does not cover or include any right or privilege of hunting with firearms and/or with dogs 
or :>therwise on the Leasehold Estate or fishing on the Leasehold Estate, unless otherwise agreed to in writing with owners of said 
rignts; all such hunting and fishing rights being expressly reserved, and Lessee agrees that none of the Lessee's officers, agents 
err ployees or representatives will bring any dogs and/or firearms upon the Leasehold Estate, and that any one so doing shall be 
tre ;passers and subject to prosecution as such. 

5. Pri:>r to erecting new storage tanks. pipelines compressor stations or other usual facilities required by Lessee for producing oil and 
ga:; and operating this lease, Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Soil must be advised in 
writing of the proposed location of the facility at least 30 days prior to the onset of construction and would have the right to negotiate 
a change, If Owner of the Soil can present a valid reason for re-location of the facility. 

6. Le:;see, prior to the construction of any new road or the culling, 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 Owner of the Soil of such intention. If Owner of the Soil 
can provide valid , reasonable rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the 
land then Lessee will abide by such wishes as fully as possible .. Lessee shall dispose of all brush, trees, trash and debris away 
fro n the property. Under no circumstances will trash, garbage or debris be buried or dumped on the property or adjacent lands of 
Owner of the Soil. Brush and trees may be buried or burned on the property only with written permission from owner or his 
re~ resentative. 

7 . Le:;see agrees to protect, defend, indemnify and hold harmless Owner of the Soil the owners of the surface of the Leasehold Estate, 
anti their respective agent, employees and tenants, from and against all liabilities, losses, expenses, claims, demands, and causes 
of .3ction 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 
wit 1 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. Ea ::h drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable 
under the circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the 
So I. Lessee shall take all reasonable precautions necessary to prevent land, air and water pollution, including pollution to all 
underground fresh water zones. Lessee shall collect all trash which accumulates in connection with his operations and remove such 
tra:;h from the Leasehold Estate. Lessee shall lake all reasonable precautions to prevent blowouts from occuning on the Leasehold 
Esl~. Lessee shall utilize only such area around each produclng 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 a reasonable time after the 
cornpletion of operations on each drill site where no producing wallis located, Lessee shall clear the location, remove all equipment 
pla;ed upon the drill site by the Lessee, dean out and back fill all pits, and return the surface of the drill site to its original condition 
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through 
fences on the Leasehold Estate, and Lessee shall keep such gates locked when not actually passing through such gates. Upon 
tennination 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 six (6) months after the termination of this Lease, 
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10. 

11 . 

12. 

13. 

Lessee shall remove any and all property placed by Lessee on the Leasehold Estate or Owner of the Soil shall cause same to be 
removed at Lessee's expense . 

Lessee is to comply with all Federal and State regulations. 

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 . 

All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only 
cn1de oil and natural gas {no other derivatives) and water will be allowed to be transported through any pipelines located on the 
pn>perty . 

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

Lessee hereby acknowledges that if the Leasehold Estate is subject to a Crop Reserve Program, Lessee agrees to compensate 
Owner of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise 
re•:eive in the absence of Lessee's activities or those of Lessee's employees, agents, servants, contractors, licensees or pennittees 
on the Leasehold Estate. 

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

15. Lessee's right to the use of the surface of the Leasehold Estate is non-exclusive. Without limiting the generality of the foregoing, the 
Owner of the Soil may use, or penni! third parties to use, the Leasehold Estate for the surface location of wells bottomed or with 
thoir terminus on other lands so long as such wells do not violate applicable spacing regulations and are not perforated in or 
oU1erwise open to producing fonnations directly under the Leasehold Estate. The Owner of the Soil shall have the right, as between 
tho Owner of the Soil and Lessee, to allow third parties to conduct geophysical operations on the Leasehold Estate. 

Signed for Identification only. 
McGary Farr ily Trust- Kelly Separate Property; Kelly McGary, Trustee 
Bank of America , N.A., Agent 

Tille: Vice President 
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General Lard Office 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, '<lCexas 

OIL AND GAS LEASE 

14-03335 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Apr 14, 2014 at 11 :23:00AM 

THIS AGREEMENT is made and entered into this .... 3o""t!J.h __ day of March ____ ___ , 2014_ , between the State of Texas, acting 

by and throJgh its agent, Mary Jane McGary, a feme sole; Bank of America, N.A., Agent, _____________________ _ 

of Post Offi ::e Box 830308; Dallas, Texas 75283-0308. _____________ _________ _ 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil {whether one or more), and Marshall Energy, L.L.C. _______________ _ 

of6215 Grc.vewood Lane; Houston, Texas nOOS-3217 ________________ ___ hereinafter called Lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed l>y 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 Heeves County, State of Texas, to-wit: 

1 exas & Pacific Railway Company Survey 
~action 28, Block 56, Township 2 South, A-2214 
T ract 1: W/2 SW/4, NE/4 SW/4 (all depths) 
Tract 2: SE/4 SWI4 (all depths below 3,518 feel being 100 feet below the total depth drilled in the Draco Energy- Trinity Stale "28"#3-

API# 42-389-32481) 
Tract 3: NWI4 SE/4 (all depths below 3,900 feet being 100 feet below the total depth drilled in the Drace Energy- Trinity State "28"#1 -

API# 42-389-32391) 
T•act 4: SWI4 SE/4 (all depths below 3,550 feet, being 100 feel below the total depth drilled in the Draco Energy- Trinity Stale "28"#4 -

API# 42-389-32541) 
T ·act 5: NE/4 SE/4 (a// depths below 3,494 feet, being the total depth drilled in the Kimlar Oil- Northrup "A • Estate #1- API# 42-389-31897) 
T ·act 6: SE/4 NE/4 (all depths below 4,900 feet, being 100 feet below the total depth drilled in the Kimlar Oil- Northrup P. G. Estate #1 -

API# 42-389-31698) 
Tact 7: SWI4 NE/4 (all depths) 

containing ~ 60.000 ____ _:acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State orTexas: One Hundred Eighty Thousand Dollars and No Cents ___________ __ _ 

Dollars ($180,000.00. _____ _ 

To the owner of the soil: One Hundred Eighty Thousand Dollars and No Cents. ____________ _ 

Dollars ($180,000.00. _ ____ _ 

Total bonus consideraUon: Three Hundred Sixty Thousand Dollars and No Cents ___________ _ 

Dollars ($360,000.00. _ _____ -J 

The total bo11us consideration paid represents a bonus of Six Thousand Dollars and No Cents ___________________ _ 

($6,000.00 per acre, on sixty (60) ___ 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 {hE,rein 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) 
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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 01 before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the __ _ 
Bank ofAmorica, N.A. Bank, at 901 Main St.; Dallas, Texas 75202 , 
or its succe::sors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 
Lessee shal 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 or the soil: One Hundred Dollars and No Cents. _________________ _ 

Dollars ($ 100.00. ______ -' 

To the State ofTexas: One Hundred Dollars and No Cents. ______________ _____ _ 

Dollars ($ 100.00 _______ -J 

Total Delay Rental: Two Hundred Dollars and No Cents _____________________ _ 

Dollars ($200.00. _______ -' 

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 dtJring 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 I his 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 exi:;t, 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 lenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable ir strument 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 
royally to the owner of the soil: 

(AI 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 condensa .e, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1M_ ___ 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, ;uch value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil. condensate, distillate, or other liquid 
hydrocarbon:;, 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 gttneral 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 proc'uced from the leases premises Leasehold Estate 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 ov1ners 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 lime exceed 14.65 pounds per square inch absolute, 
and the stancard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity accorcling to tests made by the Balance Method or by the most approved method of testing being used by the industry at the lime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other 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 tho! 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), Nhichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or <tffered 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 wuighted 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 114 part of 
the gross proc uction 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 : •) 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 TV. Q~,~riAg BAY year after ll=te eKpiralioA ef ltle priFRaF)' leFFR ef ltlis lease, if ltlis lease is maiAiaiAeel ~y I)F9S!,~~ieA , 
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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' ; 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 •>bligations, whether express or implied, under this lease . 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (induding those paid in kind) shall be without 
deduction fo· the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making 
the oil, gas ~ nd other products hereunder ready for sale or use. lessee agrees to compute and pay royalties on the gross value received , induding any 
relmbursemunts 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 usej to process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and subject to the written 
consent of tte owner of the soil and the Commissioner of the General land Office, Lessee may recyde gas for gas lift purposes on the leaseEl preFAises 
Leasehold E~ or for injection into any oil or gas producing formation underlying the ~-emises Leasehold Estate after the liquid hydrocarbons 
contained in the gas have been removed; no royalties shall be payable on the recyded gas until it is produced and sold or used by Lessee in a manner 
which entitle:; 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 Aus tin, Texas, in the following manner: 

Payment of r:>yalty 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 rr ust 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 du3 and must be received in the General land Office on or before the 15th day of the second month succeeding the month of production. 
accompaniecl 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 indudlng 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 oro 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 ro:talty 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 ancl 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 effe:tive on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to b:t 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 dale on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title :lispute as to the Slate's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. {A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days alter 
entering into •>r making such contracts, agreements or amendments. Such contracts and agreements when received by the General land Office shall be 
held in conficlence by the General Land Office unless otherwise authorized by lessee. All other contracts and records pertaining to the production, 
transportatior, sale and marketing of the oil and gas produced on said premises, induding 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 Gen 3ral, 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 vll'itten notice to the General land Office shall indude 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 leaseEI preFAises Leasehold Estate and that are 
submitted to .he Texas Railroad Commission or any other governmental agency shall indude the word "State• in the title. Additionally, in accordance 
with Railroad Commission rules, any signage on the leaseEl preFAises Leasehold Estate for the purpose of identifying wells, tank batteries or other 
associated irr provements 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 o f 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 e3ch 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 Generall3nd Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery 
and productio 1 of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and alter the discovery and 
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actual production of oil or gas from the leasell premises Leasehold Estate such production thereof should cease from any cause, this lease shall not 
terminate if :>n or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 
additional dr lling 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 ceasu 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 11ot resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional 
drilling or re'NOrking 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 I~ so facto terminate. If at the expiration of the primary tenn or any time thereafter a shut-in oil or gas well is located on the leases I:IFSmises 
Leasehold E ~ 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 produc:ed on said land, but Lessee is then engaged in drilling or re'NOrldng operations thereon, this lease shall remain in force so long as 
operations on said well or for drilling or reworking of any additional wells a re 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 n 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 lea66EI 
pFemisesl&l,sehold Estate, after once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or 
reworking or:erations 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 g•>od faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such dril ling 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 lea sell premises Leasehold Estate 
in paying qu;mtities 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 dri ling 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 re~10rking 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 conti 1ues 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, •wen· means any well that has been assigned a well number by the state 
agency havirg 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 m1intained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leasell premises Leasehold Estate, 
but oil or ga! 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 arnount equal to One Hundred Dollars ($100.00) per acre no longer maintained due to a shut-in welllle~o~l:lle IRe aAAI:J31 reAtal J!revillell iA tl=le 
lease, but no: less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If PaFagFapl=l a er IRis lease !lees Ret SJ!e6ify a 
llelay reAtal llme~o~At, !ReA fer tl=le p~:.~rpeses ef IRis paFa§FaJ!I=I, IRe llelay FeAtal ame~o~At sl=lalll:le eRe llellar ($1 .QQ) 11er asre. To be effective, each initial 
shut-in oil or qas 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 leasell Jlr:lfl'lises Leasehold Estate, 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 cf 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 suilable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for kHif Qill!. more s~:.~ssessi¥e J!eriells ef 
eAeft-) year hy paying Five Hundred Dollars ($500.00l per acre no longer maintained due to a shut-in well IRe same ame~o~At easl=l year on or before the 
expiration of ci36A the first 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 leases 11remises Leasehold Estate and 
completed in :he 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 roy3lty 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 I ~ase for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of 
production frcm the well causing the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feel of the lea66EI 
11remises ill>eh91d Estate. The compensatory royalty is to be paid monthly, one-half (112} to the Commissioner of the General Land Office and one-half 
(1/2) to the ON!ler of the soli, 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 lea~ises 
Leasehold Es~. 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 pe'lalty 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 
Commissions·, 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 leasell premises Leasehold Estate, 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 leases premises Leasehold Estate and in marketing the 
production the reon. 

(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 t:> all of the ~remises Leasehold Estate, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities 
and 320 acre; 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 ~tell 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 
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production ,:urposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any 
successor a ~ency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, 
the applicab e 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 productlc n purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes . 
Notwithstanding the terminatlon of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egre~ s 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 roac s, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terml 1ate 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 origin 311y 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 quanlilies from such deeper depths covered by this lease . 

(C) I'DENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be In the form of a 
square with lhe 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 
Commlssionllr at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument a: 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 !.hall 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 
leaseEl flFeFRI6e6 Leasehold Estate 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 leaseEl f)FeFRises Leasehold Estate. In addition, if oil and/or gas should be produced In commercial 
quantities wilhin 1,000 feet of the leaseEl f)reFRises Leasehold Estate, or in any case where the leaseEl flFeFRises Leasehold Estate is being drained by 
production ol oil or gas. the Lessee, sublessee, receiver or other agent in control of the leaseEl flFsFRises Leasehold Estate shall in good faith begin the 
drilling of a "ell or wells upon the leaseEl flFeFRises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within 
1,000 feel of the leaseEl flFeFRises Leasehold Estate start producing In commercial quantities and shall prosecute such drilling with diligence. Failure to 
satisfy the shtutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination of the 
Commissionur of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory parameters 
satisfy the ot:ligation 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, fro:n conducting drilling operations on the ~ Leasehold Estate, or from producing oil or gas from the leaseEI f)remises Leasehold 
~ by reuson of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, 
Lessee's obi galion to comply with such covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such 
covenants: addiUonally, 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 leaseEl f)reFRises Leasehold Estate. 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 ewRer ef IRe sail 'NaFJaAis aAEI a!jf'ees le ElefeAEI lille le IAe leaseEI flFeFRises. If IAe e•HRer ef IAe sail 
ElefalJIIS iA pc: ymeAis eweEI eA IAe leaseEI preFRises, IAeA Lessee may reEieeFR IAe rigt:lts ef IAe ewAer ef IAe sail iA the leaseEl pFemises lly payiAg GAY 
FReftga§8;4&Hes er ett:ler lieAs-eA-tJ:le leaseEl JlFeFRises. If Lessee FRakes paymeAls eA llet:lalf ef the ewAer ef the seillJAEier this paragrapll, Lessee may 
reGeVB~~FReAts fl:eFR IAe FeAtal a~~f-94Re-seih 

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 hin 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 Commissroner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However. before Lessee adjusts the 
royalty or ren tal due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Olfice 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 
52.151-52.15-1, 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 ba·;ed 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 wulls or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation 
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purposes fot waterflood operations without the prior consent of the owner of the soil. 

2:!. 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 . 
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2:: . PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury Its pipelines below plow depth. 

2<·. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises 
without the vmtten consent of the owner of the soil. 

2!. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution . 
Without limi ing 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 n3capture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall 
build and mulntain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury; and 
upon comple lion 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 theroon. Lessee shall, while conducting operations on the leased pFemises Leasehold Estate, 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 leaseEI pFemises Leasehold Estate, 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-<lay period. However, Lessee may not 
remove casirtg 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 wr tten 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 machine y, 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 or 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 tiUe (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 t 1e several owners ratably, according to the area of each, and failure by one or more of them to pay his share or 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 Pmagraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
originallesse 3 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 assig11ment without the prior written approval or the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency p)wer of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soillf 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 
ow11er 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 he soil and place of record a release or releases covering any portion or portions of the lea sell premises Leasehold Estate, 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 lly this lease Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued 
under this lea:;e prior to the surrender or such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If ali or any part of this lease is assigned or released, such assignment or release 
must be recotded 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 cuunty 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 prescri led filing fee. If any such assignment is not so filed. tile rights acquired under th is lease shall be subject to forfeiture at the option of the 
Commisslonet of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescribed land have been included In this Instrument, 
including the >tatement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements omceming the development of oil and gas from the ~ Leasehold Estate which are not contained in this lease render this 
lease invalid. 
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3·,. FIDUCIARY DUTY. The owner of the soil owes the Stale a fiduciary duty and must fully disclose any facts affecting the State's 
interest in It e leaseEI premises Leasehold Estate. When the interests of the owner of the soil conmct with those of the State, the owner of the soil Is 
obligated to :>ulthe State's interests before his personal interests . 

3•. 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 fall or refuse to drill any 
offset well 01 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 tc 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 authorizej 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 -! 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 
Commission !r, 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 le3se under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination or this 
lease by opE ration of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated bE•fore 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 cov !red 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 leaseEI premises Leasehold Estate, all proceeds 
which may a•::crue 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 leaseEI J)remises Leasehold Estate 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 Owner of the 
Soil may sufler 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 foreclose•l 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 t 1e Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this I en. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above­
described pmperty 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 leaseht>ld 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 executior 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 whicll recovery of damages is sought, including, but not limited to. all losses 
and expenses which are caused by the activiUes of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the 
operations of or for Lessee on the leaseEI premises Leasehold Estate 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, acUons, personal injury (including death), costs and expenses, or other 
harm for whi::h recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal 
expenses. in.;tuding those related to environmental hazards, on the leaseEI premises Leasehold Estate or in any way related to Lessee's failure to 
comply with My 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 
leaseEI premi ;es Leasehold Estate; those arising from Lessee's use of the surface of the leaseEI premises Leasehold Estate; 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. Eacll assignee of this 
Agreement, cr 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 01 any other environmental medium in, on, or under, the leased premises Leasehold Estate, by any waste, pollutant, or contaminant Lessee 
shall not brirg or permit to remain on the leaseEI premi666 Leasehold Estate any asbestos containing materials, explosives, toxic materials, or 
substances r•!gulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous Substance" is defined in the 
Comprehensi 1e Environmental Response, Compensation and Uability 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 ll::XAS 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 
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THE FOREiiOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR 
ABOUT TH: lEASED PREMISES LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE lEASED PREMISES 
LEASEHOLIJ ESTATE. 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 lEASEG 
PREMlSES_LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE lEASED PREMlSES LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE I~EQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
LIABILITY f OR 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 lEASEG 
PREMISES_ LEASEHOLD ESTATE. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER 
TERMINATIIJN, FOR ANY REASON, OF THIS AGREEMENT . 

37 . APPLICABLE LAW. This lease Is issued under the provisions ofTexas Natural Resources Code 52.171 through 52.190, commonly 
known as tho! 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 n the General Land Office of the State of Texas. Once the fil ing requirements found in Paragraph 39 of this lease have been satisfied, the 
effective datu 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 Countl' Clerk in any county in which all or any part of the leaseEI premises Leasehold Estate 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 reciles the actual and true consideration paid or promised for execution of this lease. The bonus due the Slate and the prescribed filing fee shall 
accompany ~ uch certified copy to the General Land Office. 

ADDENDUM PARAGRAPHS 40. 41, 42, 43, 44. and 45 

40 SURFACE USE COVENANTS. Lessee's rights of Ingress and egress, use of the surface of the Leasehold Estate, use of water 
from the Lea>ehold Estate, and all other physical activities thereon, shall be governed by the Oil and Gas Surface Use Covenants which are attached 
hereto as El.hibit A. In the event of a connie! between the provisions of this Lease and the printed provisions of said Oil and Gas Surface Use 
Covenants, said Covenants shall prevail. 

41. OWNER OF THE SOIL, TIME FOR PAYMENT OF ROYALTIES. Lessee agrees and undertakes to pay or tender all royalties 
otherwise ao:ruing hereunder to the interest of the Owner of the Soil simultaneously with the payment or tendering thereof of royalties accruing to the 
interest of thu Stale of Texas. Should payment or tender of royalties accruing to the interest of the Owner of the Soil not be so timely made, then Lessee 
shall be subjo!ct to the same penalties in favor of the Owner of the Soil for late payments made to the Commissioner of the General Land Office as set 
forth In Para£ raph 9 hereof. 

42. ROYALTY INFORMATION. In addition to other information required to be furnished by Lessee to the Owner of the Soil, either by 
law or under the terms of this lease, within thirty (30) days following receipt of Owner of the Soil's written request, Lessee shall promptly provide Owner 
of the Soil wilh sufficient Information for Owner of the Soil to monitor and calculate all royalty payments due Owner of the Soil hereunder. If Lessee does 
not have acoJss to the requested information, Lessee will have thirty (30) days from the date upon which such information becomes available to Lessee 
to provide sane to Owner of the Soil. If such information is not so provided or is incorrect or Incomplete, Lessee extends for four years, or the longest 
period allowed by law if less, the applicable time period for any defense based upon the statute of limitations, laches or any other delay in bringing suit, 
with respect IJ any matter which would reasonably have been revealed by such information, even if Owner of the Soil had access to relevant information 
from other sources, it being intended that Owner of the Soil may rely upon Lessee to keep it fully and truthfully informed without the necessity of 
obtaining infc rmation from other sources. Lessee hereby grants Owner of the Soil a lien on the Leasehold Estate to secure the timely and proper 
payment of royalties and other sums due hereunder, all Interest thereon, and all expenses of collecting delinquent or improper royalty payments 
induding, but not limited to, attorney, paralegal, and legal assistant fees, expert witness fees, all associated expenses, and court costs. Said lien shall 
be In the same manner and form as the lien granted the State of Texas in Paragraph 33 hereof, but ranking subordinate thereto. 

43. INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Soil in writing as to the location of each well 
drilled upon lite Leasehold Estate, or on lands pooled therewith, on or before seven (7) days after commencement of operations, and shall advise Owner 
of the Soil in writing as to the date of completion or abandonment of each well drilled within thirty (30) days after such completion or abandonment. 
Lessee agreEs to furnish Owner of the Soil with all well drilling, completion and production data, reports, title opinions, logs, and information when 
specifically requested by Owner of the Soil. Lessee agrees that immediately following this instrument being recorded in the county records where the 
Leasehold Estate is located that Lessee will provide Owner of the Soil with a copy of this fully recorded Instrument as it appears in said records. 

45. UNIT DESIGNATION. Should Lessee elect to exercise the power to pool given it by Paragraph 34 of this lease, then Lessee shall 
execute and record a written unit designation describing all tracts and leases induded in the pooled unit, and containing a surveyor's plat of the pooled 
unit, in the records of the county in which the land is located. A copy of the pooled unit designation showing recording information shall be promptly 
furnished to owner of the soil. A pooled unit is strictly limited to the Leasehold Estate and will automatically terminate if this lease expires as to the part 
of the Leaseh 'ld Estate induded in the pooled unit. 

46. MINIMUM ROYALTY. "Minimum Royalty Year" shall be each year which commences (a) with the first day that a royalty payment 
on actual production of oil or gas becomes due hereunder and (b) on each anniversary of that date thereafter, for so long as production of oil and gas is 
obtained by lessee in paying quantities as set out in numerical paragraph 2 above or shut-in royalties are paid by Lessee as required in numerical 
paragraph 14 above. Lessor shall always receive, from the delay rentals and royalties payable hereunder, at least $100.00 (ONE HUNDRED 
DOLLARS AUD NO CENTS) during each Minimum Royalty Year for each acre held in force under this lease at the beginning of the Minimum Royalty 
Year, and this amount shall be referred to as the "minimum royalty amount." If Lessor receives less than the minimum royalty amount during a Minimum 
Royalty Year, then it is agreed that the State of Texas shall be enUtled to have this Lease dedared cancelled or forfeited, unless on or before sixty (60) 
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days after t11e end of that Minimum Royalty Year, Lessee pays or tenders to Lessor the difference between the total of delay rental, production royalty 
and shut-in gas royalties received during the Minimum Royalty Year and the minimum royalty amount. Any sums which may be paid by Lessee for 
surface or Y'3ter use or damages, or for any reason other than as delay rentals and royalties, shall not be Included in calculating whether the minimum 
royalty amo Jnt has been paid. Beginning as of the date upon which this lease is executed, the minimum royalty amount shall be adjusted on the first 
day of each calendar year applying the overhead adjustment factor most recently published by the Council of Petroleum Accountants Societies, Inc. It Is 
understood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the 
Owner of thtl Soil. 

E::ecuted on the dates indicated below but effective for all purposes as of the date first above written. 

LESSOR: 
State of Tel:as by its Agent 
Mary Jane l~cGary, a feme sole 
By: Bank ol America, N.A., Agent 

Title: Vice P1 esident 

Lease: 3oo 1<t 
Address: 90' Main St. Fl. 17 

Dallas TX 75202-3738 

STATE OF 1 EXAS 

COUNTY OF DALLAS 

§ 
§ 
§ 

LESSEE: 
Marshall Energy, LLC. 

Title: Manager 

Address: 6215 Grovewood Ln. 
Houston TX 77008-3217 

Before me, t 1e undersigned, a Notary Public in and for said County and State, on this day personally appeared J.N. Long, VIce President of Bank of 
America, N.J •. , known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he executed the 
same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said Bank In the capacity therein 
stated. I 

rJ 1\H; 
Given under ny hand and seal of office this the ~ day of .March, 2014. 

Nota1y Public 

STATE OF TEXAS 

Ml' Comm. Exp. 06-03-15 

STATE OF Tl~S § 
§ 

COUNTY OF ~At:btl& \-\~ .. c{\') § 

Before me, t11e undersigned, a Notary Public in and for said County and State, on this day personally appeared John Michael Martin, Manager of 
Marshall Energy, L.L.C .• known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said limited liability 
company In II' e capacity therein stated. 

Given under r1y hand and seal of office this the '2{ day of March, 2013. 

CAROL WILLIAMS 
MY COMMISSION EXPIRES 

January 14, 2018 

- 8 u eorroc 
copy cf 

ona1nal f1l~d tn 
Reeves coul"tV 

r "' "'" .... ftir.e 

Page 9 of 11 



••• • • •••• 
• •••••• • • 

• 
•• • • • • •• 

• ,,, ... 
• • 
• 
•••• • •••• 

EXHIBIT "A" 

BANK OF AMERICA, N. A . 
SURFACE AMENDMENTS 

Attached to and made a part of that certain Oil & Gas Lease dated the 251h day of March, 2014, by and between the State of Texas, by and 
through Nlary Jane McGary, a feme sole; Bank of America, N.A., Agent its agent as Owner of the Soil (Lessor), and Marshall Energy, L.L.C . 

(Lessee). 

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

2. le::see's right to use water from the lease premises shall not include the right to use fresh water from any fresh water sands or 
stmta underlying the lease premises for any secondary recovery operations that may be conducted on the leasehold Estate. 
le::see shall have the right to use fresh water from wells or surface Impoundments only with the expressed permission of the Owner 
of I he Soil 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 l essee 
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 
usu. The routes for all roads shall by mutually agreed upon between Owner of the Soil and Lessee before the commencement of 
anl' 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 lease premises. The surface owner shall have the right to use all roads on the 
l&;1sehold Estate. 

4. It I!. 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 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 
tre::passers and subject to prosecution as such. 

5. Prior to erecting new storage tanks. pipelines compressor stations or other usual facilities required by Lessee for producing oil and 
ga!. and operating this lease, Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Soil must be advised in 
writing of the proposed location of the facility at least 30 days prior to the onset of construction and would have the right to negotiate 
a C:1ange, if Owner of the Soil can present a valid reason for re-location of the facility. 

6. le~ see, 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 Owner of the Soil of such intention. If Owner of the Soil 
car provide valid , reasonable rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the 
lan•j then Lessee will abide by such wishes as fully as possible .. Lessee shall dispose of all brush, trees, trash and debris away 
frorn the property. Under no circumstances will trash, garbage or debris be buried or dumped on the property or adjacent lands of 
Owner of the Soil. Brush and trees may be buried or burned on the property only with written permission from owner or his 
rep ·esentative. 

7. lessee agrees to protect. defend, indemnify and hold harmless Owner of the Soil the owners of the surface of the l easehold Estate, 
anc their respective agent, employees and tenants, from and against all liabilities, losses, expenses, claims, demands, and causes 
of l!ction of every kind and character, whether for death or personal injury to persons (including agents and employees of Lessee 
anc Lessee's subcontractors) for loss or damage to property, in any way and at any time arising out of, incident to. or in connection 
wittr 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 
hen!under. 

8. Each drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable 
under the circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the 
Soil. Lessee shall take all reasonable precautions necessary to prevent land, air and water pollution, including pollution to all 
underground fresh water zones. lessee shall collect all trash which accumulates in connection with his operations and remove such 
trash from the Leasehold Estate. Lessee shall take all reasonable precautions to prevent blo'NOuts from occurring on the Leasehold 
~~- lessee shall utilize only such area around each producing well as is reasonably necessary for such purposes, and Lessee 
sha I restore the remainder of such drill site to its original condition as nearly as possible within a reasonable lime after the 
con1pletion of operations on each drill site where no producing well is located. Lessee shall clear the location, remove all equipment 
plac:ed upon U1e drill site by the Lessee, clean out and back fill all pits, and return the surface of the drill site to its original condition 
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by lessee cross through 
fenc:es on the leasehold Estate, and lessee shall keep such gates locked when not actually passing through sum gates. Upon 
tem1ination of l essee'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 six (6) months after the termination of this Lease, 
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10 . 

11 . 

12 . 

13. 

Le;see shall remove any and all property placed by Lessee on the Leasehold Estate or Owner of the Soil shall cause same to be 
rernoved at Lessee's expense . 

Le ;see Is to comply with all Federal and State regulations . 

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

All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only 
en de oil and natural gas (no other derivatives) and water will be allowed to be transported through any pipelines located on the 
prcperty . 

Le:;see shall not conduct any operations within three hundred (300) feet of any homestead, living quarters or livestock watering 
facilities without express consent of Owner of the Soil . 

Le:;see hereby acknowledges that if the Leasehold Estate Is subject to a Crop Reserve Program, Lessee agrees to compensate 
Ov.ner of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise 
receive in the absence of Lessee's activities or those of Lessee's employees. agents, servants, contractors, licensees or permittees 
on the Leasehold Estate. 

14. It i!o understood and agreed that any surface damages paid under the terms of this lease shall be divided and paid one-half (112) to 
the Stale of Texas and one-half (112) to the Owner of the Soli. 

15. Le:;see's right to the use of the surface of the Leasehold Estate Is non~xclusive. Without limiting the generality of the foregoing, the 
Ov.ner of the Soil may use, or permit third parties to use, the Leasehold Estate for the surface location of wells bottomed or with 
their terminus on other lands so long as such wells do not violate applicable spacing regulations and are not perforated In or 
otherwise open to producing formations directly under the Leasehold Estate. The Owner of the Soil shall have the right, as between 
the Owner of the Soil and Lessee, to allow third parties to conduct geophysical operations on the Leasehold Estate. 

Signed for lduntification only. 
Mary Jane M ;Gary, a feme sole 
Bank of America, N.A., Agent 

TiUe: Vice Prosident 
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General Land Office 
Relinquishment Act Lease Form 
Revised, Se)>tember 1997 

~ustin, \![;exas 

OIL AND GAS LEASE 

14-03334 
FILEO FOR RECORD 

REEVES COUNTY, TEXAS 
Apr 14, 2014 at 11:23:00 AM 

THIS AGREEMENT is made and entered into this ,._30,.,t'-'-h __ day of March _______ , 2014_ , between the State of Texas, acting 

by and thro ;gh its agent, McGary Uving Trust - SPH; Brian McGary, Trustee; Bank of America, N.A., Agent, _______________ _ 

of Post Offi•:e Box 830308; Dallas, Texas 75283-{)308 ___ _ _ _________________ _ 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and Marshall Energy, L.L.C. _______________ _ 

of 6215 Grc·vewood Lane; Houston, Texas 77008-3217 ______________ _____ hereinafter called Lessee. 

(Give Pemanent Address) 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed hy 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, tel3phone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in Heaves County, State of Texas, to-wit: 

Texas & Pacific Railway Company Survey 
~eclion 28, Block 56, Township 2 South, A-2214 
Tract 1: W/2 SW/4, NE/4 SW/4 (a// depths) 
T ract 2: SE/4 SW/4 (a// depths below 3,518 feet being 100 feet below the total depth drilled in the Draco Energy- Trinity State "28.#3-

API# 42-389-32481) 
T ract 3: NW/4 SE/4 (a// depths below 3,900 feet being 100 feet below the total depth drilled in the Draco Energy - Trinity State "28" #1-

API# 42-389-32391) 
T ract 4: SW/4 SE/4 (a// depths below 3,550 feet, being 100 feel below the total depth drilled in the Draco Energy- Trinity State "28" #4-

API# 42-389-32541) 
T ·act 5: NE/4 SE/4 (all depths below 3,494 feel, being the total depth drilled in the Kimlar Oil- Northrup "A " Estate #1 - API# 42-389-31897) 
Tract 6: SE/4 NE/4 (all depths below 4,900 feel, being 100 feet below the total depth drilled in the Kimlar Oil- Northrup P.G. Estate #1-

API# 42-389-31698) 
T ·ac t 7: SW/4 NE/4 (a// depths) 

containing ~ 60.000 ____ _cacres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: One Hundred Eighty Thousand Dollars and No Cents. _____________ _ 

Dollars ($180,000.00. ______ -' 

To the owner of the soil: One Hundred Eighty Thousand Dollars and No Cents ____________ _ 

Dollars ($180,000.00. _____ _ 

Total bonus consideration: Three Hundred Sixty Thousand Dollars and No Cents. ___________ _ 

Dollars ($360,000.00. _ ____ _ 

The total bonus consideration paid represents a bonus of Six Thousand Dollars and No Cents _______________ ____ _ 

($6,000.00 per acre, on sixty (60) ___ 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 (hurein 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) 
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covered ex•:eed out of pocket operational expenses for the six months last past. 

3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 
unless on or before such anniversary date lessee shall pay or tender to the owner of the soil or to his credit in the __ _ 
Bank of America, N.A. Bank, at901 Main St.: Dallas, Texas 75202~""":"'~~---::--:-----:----:::-:--:--:----:---:-:::-:-­
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 s11id 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) yea · from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: One Hundred Dollars and No Cents _______________ ___ _ 

Dollars ($ 100.00 ______ -J 

To the State of Texas: One Hundred Dollars and No Cents, _ __________________ _ 

Dollars ($ 100.00 ______ _ 

Total Delay Rental: Two Hundred Dollars and No Cents, _ _ ____ ____ __________ _ 

Dollars ($200.00 _______ _ 

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 c uring 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 ex st, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, l essee 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 i1strument 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 provded for in this lease to the Commissioner of the General land Office of the State of Texas, at Austin, Texas, and one-half (112) of such 
royalty to th<! owner of the soil: 

(J •) 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 .1M. 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 
hydrocarbor s, 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 leases premi666 leasehold Estate is sold, used or processed in a plant, it will be run free of cost to the royalty owners 
through an 1tdequate oil and gas separator of conventional type, or other equipment at least as efficient. so that all liquid hydrocarbons recoverable from 
the gas by ~ uch 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 o.vners upon such terms and conditions as they prescribe. 

(E) NON PROCESSED GAS. Royalty on any gas (including nared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produc:ed from any well on said land (exc:ept as provided herein with respect to gas proc:essed in a plant for 
the extractio1 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 Offic:e, such value to be based on the highest market price paid or offered for 
gas of comp 3rable quality in the general area where produced and when run, or the gross price paid or offered to the produc:er, 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 stan :lard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's law, and for specific 
gravity acco1 ding to tests made by the Balanc:e 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 proc:essed 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 01 the Commissioner of the General Land Offic:e. All royalties due herein shall be based on one hundred perc:ent (100%) of the total plant 
production of residue gas attributable to gas produc:ed from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of U1e total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas proc:essed in a plant in which lessee (or its parent, subsidiary or affiliate) owns an interest, then the perc:entage applicable to liquid 
hydrocarbon; shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement nagotiated at arm's length (or if there is no sucl1third 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 
pric:e 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 pric:e 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 whicl1 would have been due had the gas not been proc:essed. 

(D I OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produc:ed or manufactured from gas (excepting liquid 
hydrocarbon:;) whether said gas be "casinghead." "dry," or any other gas, by fractionating, burning or any other proc:essing shall be 1/4 part of 
the gross prcduction 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 pric:e 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. ~AY year afte~FatieA ef the primary term ef this leas&;-if-Ulis-lease-is-ffiaiffiaiflee..ey preEI~o~Giien . 
lAe-feyaltietHaiEHJAEler lhis lease in ne event shall ~e less lhar+-an ame~o~nt eq~o~al te "f'Nenty l=ive Oellars ($26 QQ) ear asre lhe tetal-anfwal Elelay rental 
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l=terein f'lFGY EisEl; etl=teFWise, tl=tere shall l:le El1:1e anEI f')ayal:lle en er l:lefere Y=le last Elay ef Y=le rnentl=t s1:1sseeE1ing tl=te anniYersary Elate ef tl=tis lease a s~o~rn 
eEjl:lal te tl=te total ann1:1al rental Ty,•en!Y ~i~·e Dellars f$25.QQl aer asre less tl=te arne~o~nl ef reyalties ~')aiEl E11:1ring Y=le f')reseEiing year. If Paragraf')l=t a ef tl=tis 
lease Elees ~fy-a-eeiay rental arnotffit;-tl=ton fer the f'llolflleses ef tl=ti5-f*lragra,m.tl=te Elelay rental arne1:1nt sl=talll:le ene Elellar ($1 .QQ) f')er asre. 

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 
Commissio11er 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 
reimburserrents 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 usud 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 leaseEII')rernises 
Leasehold Estate or for injection into any oil or gas producing formation underlying the leaseEI wernises Leasehold Estate after the liquid hydrocarbons 
contained ir1 the gas have been removed; no royalties shall be payable on the recycled gas until i t is produced and sold or used by Lessee in a manner 
which entiUos 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 showin!l the gross amount and disposition o f 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 th•~ Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other ren1ittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty <•n 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 penal!)' , 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 ar1d 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 efhctive 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 titl!l dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

1•l . (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 contract~ . under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering intc• 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, 
transportatic1n, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pool~ , 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. 

(E·) 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 1eports 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 leaseEI f')rernises Leasehold Estate and that are 
submitted tc· 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 slgnage on the leaseEI w ernises Leasehold Estate 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 Lard 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. 

1'1. 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 
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actual prod•Jction of oil or gas from the leaseEI filFemisos leasehold Estate 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 13st 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 cea~.e 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 r·3working 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 tenn hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date 
following th~ 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 leases filFOmises 
leasehold 1~. 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. 

1 3. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leaseG 
filFomisos.LJ•asehold Estate, 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 :~ood 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, tho lease shall remain in full force and effect for so long as oil or gas is produced from the leases filFOmisos Leasehold Estate 
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 tho d illing 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 mworking 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. 

1-l. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state 
agency hav ng jurisdiction over the production of oil and gas. if, at any lime 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 leaseEI filFomisos leasehold Estate, 
but oil or gHs 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 a11ount equal to One Hundred Dollars ($100.00) per acre no longer maintained due to a shut-in well Elo~ele the aRR~al FoRtal filFoYisoEI iR the 
lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If PaFa§FafilR 3 of lflis lease soos Rot SfilOGify a 
Elelay FeRtal amo~Rt, lfleR foF tl=te fil~Ffiloses of this filaFa§FafilR, lfle Elolay FeRtal amo~Rt sl=tail eo oRo ElollaF ($1 .QQ) filOF asFo. 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 leaseEI;lfeffii5es Leasehold Estate. 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 tt e shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and tho payment shall extend the term of tho 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 f&IM' one more s~SGessiYe JileFioss of 
OR6-f+) year by paying Five Hundred Dollars ($500.00) per acre no longer maintained due to a shut-in well tl=to same amo~Rt eastl yeaF on or before the 
expiration ol ea6l=l ~shut-in year. 

16. 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 leaseEI filFemises Leasehold Estate and 
completed iu the same producing reservoir, or in any case in which drainage is occuning, the right to continue to maintain the lease by paying the shut-in 
oil or gas rc yaity 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 f ·om the well causing the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leaseG 
filFOmises .!,&asehold Estate. 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 tho 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 leases filFOmises 
leasehold Estate. 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 E>qualto the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid 
will accrue ~ enalty 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 
Commissiorer, and with the Commissioner's written approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells. 

11i. 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 ~emises leasehold Estate, lessee shall exercise the diligence of a reasonably prudent operator in drilling 
such additio 1al well or wells as may be reasonably necessary for the proper development of the leaseEI filFOmises Lea_sehold Estate and in marketing the 
production U1ereon. 

(.l,) 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 a~ to all of the leaseEI filFomisos leasehold Estate, EXCEPT (1 ) 40 acres surrounding each oil well capable of producing in paying quantities 
and 320 aoes surrounding each gas well capable of producing in paying quantities (induding 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 induded 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 
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production )Urposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any 
successor ; rgency, 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 redassified so that less acreage is thereafter allocated to said well or wells 
for producti:m 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 roa ds, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to a 1d from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 

(13) 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 quarrtities 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) d3ys after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal descriotion 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 .3t Lessee's expense in the county or counties where the lease is located and in the official records o f 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 
leaseEI flFeRlise& Leasehold Estate shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to 
prevent unclue drainage of oil and gas from the leaseEI flremises Leasehold Estate. In addition, if oil and/or gas should be produced in commercial 
quantities Yoithin 1,000 feet of the leaseEI flFemises Leasehold Estate, or in any case where the leaseEI flFemises Leasehold Estate is being drained by 
production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leaseEI flFemises Leasehold Estate shall in good faith begin the 
drilling of a Nell or wells upon the leaseEI flremises Leasehold Estate within 100 days after the draining well or wells or the well or wells completed within 
1 ,000 feet c•f the leaseEI flFemises Leasehold Estate start producing in commercial quantities and shall prosecute such drilling with diligence. Failure to 
satisfy the !;tatutory 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 cbligation 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 leases flFemises Leasehold Estate. or from producing oil or gas from the leases flFemises Leasehold 
Estate by mason 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: .3dditionally, this lease shall be extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or 
from produc ing oil or gas from the leases flFSmises Leasehold Estate. 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. 

1 }. WARRANTY CLAUSE. The evJRer ef IRe sail warraAts aAs agrees te eefeAs Iitle te IRe leases flremises. If IRe ewAer ef !Re-6eil 
sefa~:~lts iA paymeAls e•...,es eA IRe leases flremises, !ReA Lessee may reseem IRe rights ef IRe 9\'JRer ef IRe sail iA IRe leases flFemises by flayiAg aAy 
mertgage, taxes er e!Aer-liefls..eA the leases f) remises. If Lessee mal1es f)aymeAts SA llehalf ef the ewAer ef the sail l:JASer this flaFagr:aph, Lessee may 
reGOo,oer lhe ~s frem the reAlal a As reyalties Sl:Je the-GWRer of the soih 

2•). {A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described lend, 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 Commi!sioner o f 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 tte 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 :overed 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 vahJe 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 induded 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 des::ribed 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. 

2·1. 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 

f ru · ana Gurruet: 
copy of 

Orlutnal fihid tn 
Reeves COuf'ly 
"'l~rk'i Offl~e 

Page 5 of 11 



• ••• • •••• 
• •••••• • • 

• 
•• • • • • •• 

• •••••• • • 

•••• • •••• 

purposes for waterllood operations without the prior consent of the owner of the soil. 

2 2. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
improvemer1ls, livestock and crops on said land . 

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

2-l. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises 
without the •vri tten consent of the owner of the soil. 

2:>. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. 
Without lim ling the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of 
containmenl 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 m:~intain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and 
upon compl•!lion 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 JlFefflises Leasehold Estate, keep said premises free of all rubbish, cans, 
botUes, papor 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 practicabl· ~- Tanks and equipment will be kept painted and presentable. 

21i. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures 
placed by L!!ssee on the leases Jlrefflises Leasehold Estate, 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 casi 1g 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. 

2i'. (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 
representatil'es, successors and assigns. However, a cllange 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 cllange or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owr1er of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the cllange 
in ownership, including the original recorded muniments of title (or a certified copy of sucll original) when the ownership cllanged 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 ·he several owners ratably, according to the area of each, and fai lure by one or more of them to pay his share of the rental shall not affect 
this lease or 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 P3ragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessE e or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B t ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease In whole or in 
part by assig 11ment 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 ~ower 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 sucll a corporation or subsidiary; 
(3) a partnership in whicll the owner of the soil is a partner or is an employee of sucll a partnership; 
{4) a principal stockholder or employee of the corporation whicll is the oW!ler of the soil; 
(5) a partner or employee in a partnership whicll 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 leases JlFeffiises Leasehold Estate, and thereby 
surrender thi:; lease as to sucll portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is 
properly surrondered, the delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage whicll 
was covered by this lease immediately prior to sucll surrender; however, such release will not relieve Lessee of any liabilities whicll 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, sucll 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 whicll the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied 
by the prescr bed 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 leases JlFefflises Leasehold Estate whicll are not contained in this lease render this 
lease invalid. 
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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 U1e leases jlremises Leasehold Estate. 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 . 
•••• 

• 
•• • • • • •• 

• •••••• • • 

•••• • •••• 

3:!. 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 o· 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 fall to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the 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 sufficienUy 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 AcL However, nothing herein shall be construed as waiving the automatic termination of this 
lease by oporation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated b•lfore the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisior s of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

3~. 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 co11ered 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 Slate, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, 
an express •;ontractual lien on and securi ty interest in all leased minerals in and extracted from the leases jlremises Leasehold Estate, 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 
impro11emen.s to the leaseeljlremises Leasehold Estate 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 Owner of the 
Soil may suf'er 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 foreclose:l 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 I he 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 prJperty or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then 
the Commis!.ioner 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 leasehJid 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 thf:' 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 staled 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, agE•nts, 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 ol or for Lessee on the leases jlremises Leasehold Estate 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 stricUy liable act or omission of Lessee. Further, Lessee hereby agrees to be 
liable for, ex>nerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil , their officers, employees and agents, their 
successors cr assigns, against any and all claims. liabilities. losses. damages. actions. personal injury {including death), costs and expenses, or other 
harm for wh1ch recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal 
expenses, including those related to environmental hazards, on the leases jlremises Leasehold Estate or in any way related to Lessee's failure to 
comply with .my 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 
leases filFemises Leasehold Estate; those arising from Lessee's use of the surface of the leases premises Leasehold Estate; and those that may arise 
out of or be •>ccasioned 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, emp oyees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this 
Agreement, <•r 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 ANDIOR LIABILITIES 
ASSUMED LINDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES 
THEREOF (E:XCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING 
THE NEGLIC:•ENCE 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 
contaminatiou 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 leaseelpremises Leasehold Estate, by any waste, pollutant, or contaminant. Lessee 
shall not brirtg or permit to remain on the leases premises Leasehold Estate 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 Uability 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 
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THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR 
ABOUT THE leASeD PReMISIO:S LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OR CONTROL OF THE lliASEO PREMISES 
LEASEHOLD ESTATE. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND 
DAMAGE GAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE be-ASeG 
AA~. LEASEHOLD ESTATE DURING LESSEE'S OCCUPANCY OF THE lEASED PREMISES LEASEHOLD ESTATE IN CONFORMANCE 
WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, 
LIABILITY t=OR 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 MATERI.ALS, OR UPON 
RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE be-ASeG 
PREMISES. LEASEHOLD ESTATE. THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER 
TERMINATION, FOR ANY REASON, OF THIS AGREEMENT . 

3i'. APPLICABLE LAW. This lease is issued under the provisions ofTexas 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 . 

311. 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 dat~ of this lease shall be the dale found on Page 1. 

3!1. 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 leas eEl premises Leasehold Estate 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 reoles the actual and true consideration paid or promised for execution of this lease. The bonus due the Stale and the prescribed filing fee shall 
accompany ;uch certified copy to the General Land Office. 

ADDENDUM PARAGRAPHS 40. 41, 42, 43, 44, and 45 

40. SURFACE USE COVENANTS. Lessee's rights of ingress and egress, use of the surface of the Leasehold Estate, use of water 
from the Le<Jsehold Estate, and all other physical activities thereon, shall be governed by the Oil and Gas Surface Use Covenants which are attached 
hereto as E(hibil A. In the event of a conflict between the provisions of this Lease and the printed provisions of said 011 and Gas Surface Use 
Covenants, :;aid Covenants shall prevail. 

41. OWNER OF THE SOIL, TIME FOR PAYMENT OF ROYALTIES. Lessee agrees and undertakes to pay or tender all royalties 
otherwise accruing hereunder to the interest of the Owner of the Soil simultaneously with the payment or tendering thereof of royalties accruing to the 
interest of th3 State of Texas. Should payment or tender of royalties accruing to the interest of the Owner of the Soil not be so timely made, then Lessee 
shall be SUbJect to the same penalties in favor of the Owner of the Soil for late payments made to the Commissioner of the General l and Office as set 
forth in Para!}raph 9 hereof. 

42. ROYALTY INFORMATION. In addition to other information required to be furnished by Lessee to the Owner of the Soil, either by 
law or under the terms of this lease, within thirty (30) days following receipt of Owner of the Soil's written request, Lessee shall promptly provide Owner 
of the Soil With sufficient information for Owner of the Soil to monitor and calculate all royalty payments due Owner of the Soil hereunder. If Lessee does 
not have access to the requested information, Lessee will have thirty (30) days from the date upon which such information becomes available to Lessee 
to provide s< me to Owner of the Soil. If such information is not so provided or is incorrect or Incomplete, Lessee extends for four years, or the longest 
period allowud by law if less, the applicable lime period for any defense based upon the statute of limitations, /aches or any other delay in bringing suit, 
with respect to any matter which would reasonably have been revealed by such information, even if Owner of the Soil had access to relevant information 
from other sources, it being intended that Owner of the Soil may rely upon Lessee to keep it fully and truthfully informed without the necessity of 
obtaining in~>rmalion from other sources. Lessee hereby grants Owner of the Soil a lien on the Leasehold Estate to secure the timely and proper 
payment of ·oyalties and other sums due hereunder, all interest thereon, and all expenses of collecting delinquent or Improper royalty payments 
Including, but not limited to, attorney, paralegal, and legal assistant fees, expert witness fees, all associated expenses, and court costs. Said lien shall 
be in the same manner and form as the lien granted the State of Texas in Paragraph 33 hereof, but ranking subordinate thereto. 

43 INFORMATION TO BE PROVIDED BY LESSEE. Lessee shall advise Owner of the Soil in writing as to the location of each well 
drilled upon the Leasehold Estate, or on lands pooled therewith, on or before seven (7) days after commencement of operations, and shall advise Owner 
of the Soil ir writing as to the date of completion or abandonment of each well drilled within thirty (30) days after such completion or abandonment 
Lessee agre ~s to furnish Owner of the Soil with all well drilling, completion and production data, reports, tiUe opinions, logs, and Information when 
specifically ruquested by Owner of the Soil. Lessee agrees that immediately following this Instrument being recorded in the county records where the 
Leasehold Entale is located that Lessee will provide Owner of the Soil with a copy of this fully recorded instrument as it appears in said records. 

45. UNIT DESIGNATION. Should Lessee elect to exercise the power to pool given It by Paragraph 34 of this lease, then Lessee shall 
execute and record a written unit designation describing all tracts and leases included in the pooled unit, and containing a surveyor's plat of the pooled 
unit, in the n:cords of the county in which the land is located. A copy of the pooled unit designation showing recording information shall be promptly 
furnished to owner of the soil. A pooled unit is strictly limited to the Leasehold Estate and will automatically terminate if this lease expires as to the part 
of the Leasehold Estate Included In the pooled unit. 

46. MINIMUM ROYALTY. "Minimum Royalty Year" shall be each year which commences (a) with the first day that a royalty payment 
on actual production of oil or gas becomes due hereunder and (b) on each anniversary of that date thereafter, for so long as production of oil and gas is 
obtained by Lessee in paying quantities as set out In numerical paragraph 2 above or shut-in royalties are paid by Lessee as required in numerical 
paragraph H above. Lessor shall always receive, from the delay rentals and royalties payable hereunder, at least $100.00 (ONE HUNDRED 
DOLLARS AND NO CENTS) during each Minimum Royalty Year for each acre held in force under this lease at the beginning of the Minimum Royalty 
Year, and thi:; amount shall be referred to as the "minimum royalty amount." If Lessor receives less than the minimum royalty amount during a Minimum 
Royalty Year then it is agreed that the State of Texas shall be enUtled to have this Lease declared cancelled or forfeited, unless on or before sixty (60) 
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days after U1e end of that Minimum Royalty Year, Lessee pays or tenders to Lessor the difference between the total of delay rental, production royalty 
and shut~in gas royalties received during the Minimum Royalty Year and the minimum royalty amount. Any sums which may be paid by Lessee for 
surface or water use or damages, or for any reason other than as delay rentals and royalties, shall not be included in calculating whether the minimum 
royalty amount has been paid. Beginning as of the date upon which this lease is executed, the minimum royalty amount shall be adjusted on the first 
day of each calendar year applying the overhead adjustment factor most recently published by the Council of Petroleum ACGOuntants Societles, Inc. It is 
understood and agreed that any minimum royalty payments shall be divided and paid one-half (1/2) to the State of Texas and one-half (1/2) to the 
Owner of thu Soil. 

E::ecuted on the dales indicated below but effective for all purposes as of the date first above written . 

LESSOR: 
State ofTeJ:as b y its Agent 
McGary Living Trust - SPH; Brian McGary, Trustee 
By: Bank ot America, N.A., Agent 

T!Ue: Vice President 

Lease: 3 (JO I 0 
Address: 90 I Main St. Fl. 17 

Da las TX 75202-3738 

STATE OF l'EXAS 

COUNTY OF DALLAS 

§ 
§ 
§ 

LESSEE: 
Marshall Energy, L.L.C. 

~ / 
By: ~-:ZC~ . r 
Name~n Michael Martin 

Title: Manager 

Address: 6215 Grovewood Ln. 
Houston, TX 77008-3217 

Before me, the undersigned, a Notary Public in and for said County and State, on this day personally appeared J.N. Long, Vice President of Bank of 
America, N.J~ .• known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he executed the 
same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said Bank in the capacity therein 
stated. 

3Ni ~({j I 
Given under my hand and seal of office this the~ day of~. 2014. 

DEliA cur:;:OPiD 
Notary Public 

STATE OF TEXAS 

My Comm. Exp. 06-08-15 

STATE OF TEXAS § 
§ 

COUNTY OF eAt:tA'S \-\ CU\~S § 

J 

Before me, tne undersigned, a Notary Public in and for said County and State, on this day personally appeared John Michael Martin, Manager of 
Marshall EnNgy, LL.C., known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed, in the capacity therein stated, and as the act and deed of said limited liability 
company in U1e capacity therein stated. 

Given under my hand and seal of office this the z~7 day of March, 2013. 

;-?'~·····~r;:~~ CAROl WilliAMS 
t~ }"j MY COMMISSION EXPIRES 
··~ ..... "?>' January 14 2018 tW.I~ I 

Notary Public in ancf'Tor the State of Texas 
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EXHIBIT "A" 

BANK OF AMERICA, N. A. 
SURFACE AMENDMENTS 

Attached to and made a part of that certain Oil & Gas Lease dated the 25"' day of March, 2014, by and between the State of Texas, by and 
through McGary living Trust - SPH; Brian McGary, Trustee; Bank of America, N.A., Agent its agent as Owner of the Soil (Lessor), and 

Marshall Energy, L.L.C. (Lessee) . 

1. It Is understood and agreed that Lessee, its successor or assigns, shall pay actual damages to Owner of the Soil and/or Surface 
LE•ssee for any damage done to crops, pasture land, timber, fences, water wells, buildings, roads, culverts or other improvements as 
Willi as livestock owned by the Owner of the Soil and/or Surface Lessee located on the lease premises, resulting from their use by 
Lt-ssee in connection with geophysical exploration thereof. or other mineral development thereon, by Lessee, its successors or 
a! signs. Upon the cessation of drilling at each well location, the abandonment of said lease or surrender thereof, Lessee, its 
SL ccessor or assigns, shall then level all drilling pits and other excavations and shall pay for and repair all damage done, or cause to 
bt done, to buildings, fences, roads. culverts, turf. water wells and/or other improvements and to restore same to their original 
ccndition within 90 days after the cessation of activity. No drilling mud shall be spread on surface lands of Owner of the Soil without 
e>press written consent of Owner of the Soil. Guidelines or parameters for any surface damage payments shall be agreed on in 
ac vance, and In writing, by Owner of the Soil and Lessee. 

2. Lessee's right to use water from the lease premises shall not include the right to use fresh water from any fresh water sands or 
shala underlying the lease premises 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 impoundments only with the expressed permission of the Owner 
of the Soil 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 
usa. The routes for all roads shall by mutually agreed upon between Owner of the Soil 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 lease premises. The surface owner shall have the right to use all roads on the 
~asehold Estate. 

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 owners of said 
rights: all such hunting and fishing rights being expressly reserved, and Lessee agrees that none of the Lessee's officers, agents 
en1ployees 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. Pnor to erecting new storage tanks, pipelines compressor stations or other usual facilities required by Lessee for producing oil and 
ga; and operating this lease, Lessee shall advise Owner of the Soil of Lessee's intention. Owner of the Soil must be advised in 
wnting of the proposed location of the facility at least 30 days prior to the onset of construction and would have the right to negotiate 
a change, if Owner of the Soil can present a valid reason for re-location of the facility. 

6. Le ;see, 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 Owner of the Soil of such intention. If Owner of the Soil 
can provide valid, reasonable rationale for retaining unusually valuable specimen trees or trees that add meaningful value to the 
lard then Lessee will abide by such wishes as fully as possible .. Lessee shall dispose of all brush, trees, trash and debris away 
froTI the property. Under no circumstances will trash, garbage or debris be buried or dumped on the property or adjacent lands of 
Ovmer of the Soil. Brush and trees may be buried or burned on the property only with written permission from owner or his 
rer resentative. 

7. Le:;see agrees to protect, defend, indemnify and hold harmless Owner of the Soil the owners of the surface of the Leasehold Estate, 
and their respective agent, employees and tenants, from and against all liabilities, losses, expenses, claims, demands, and causes 
of 3clion 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 
wit 1 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 
he1eunder. 

8. Ea =11 drill site location shall be constructed so as to result in the least interference with surface usage as reasonably practicable 
under the circumstances. All pits shall be constructed and lined so as not to pollute the adjoining land at the request of Owner of the 
Soli. Lessee shall lake all reasonable precautions necessary to prevent land, air and water pollution, including pollution to all 
underground fresh water zones. Lessee shall collect all trash which accumulates in connection with his operations and remove such 
tra:;h from the Leasehold Estate. Lessee shall lake all reasonable precautions to prevent blowouts from occurring on the Leasehold 
fiD~. Lessee shall utilize only such area around each producing well as is reasonably necessary for such purposes, and Lessee 
sh< II restore the remainder of such drill site to its original condition as nearly as possible within a reasonable time after the 
cor1pletion of operations on each drill site where no producing well is located, Lessee shall clear the location, remove all equipment 
pia ::ed upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of the drill site to its original condition 
as nearly as possible. Lessee shall construct and maintain gates at all places where any roads used by Lessee cross through 
fen::es on the Leasehold Estate. and Lessee shall keep such gates locked when not actually passing through such gates. Upon 
tennination of Lessee's operations on the Leasehold Estate, Lessee shall restore the surface of all lands utilized by Lessee, and not 
the ·etofore restored, to their original condition as nearly as possible. Within six (6) months after the termination of this Lease, 

• cir a G1.m c 
copy of 

0 TJUJI1UI fihid In 
Reeves COut''lY 
"'•f!rks Office 
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Le;see shall remove any and all property placed by Lessee on the Leasehold Estate or Owner of the Soil shall cause same to be 
rernoved at Lessee's expense. 

9. Le ;see is to comply with all Federal and State regulations . 

10. Le ;see agrees to pay for damages resulting from any operations after initial construction/drilling is completed. Lessee shall pay 
m< r1<et value for any and all livestock lost as a result of lessee's operations under this lease . 

11. All pipelines are to be buried 36 inches below the ground, which will be from the top of the pipe to the surface of the ground. Only 
en de oil and natural gas (no other derivatives) and water will be allowed to be transported through any pipelines located on the 
pre perty . 

12. Le;see shall not conduct any operations within three hundred (300) feet of any homestead, living quarters or livestock watering 
fac ilities without express consent of Owner of the Soil. 

13. Le:;see hereby acknowledges that if the Leasehold Estate is subject to a Crop Reserve Program, Lessee agrees to compensate 
Qv.'T'Ier of the Soil fully and completely for any penalty or other loss of subsidy or income that Owner of the Soil would otherwise 
receive in the absence of Lessee's activities or those of Lessee's employees, agents, servants, contractors, licensees or permittees 
on the Leasehold Estate. 

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

15. Le:;see's right to the use of the surface of the Leasehold Estate Is non-exclusive. Without limiting the generality of the foregoing, the 
Ov.ner of the Soil may use, or permit third parties to use, the Leasehold Estate for the surface location of wells bottomed or with 
their terminus on other lands so long as such wells do not violate applicable spacing regulations and are not perforated in or 
otherwise open to producing formations directly under the Leasehold Estate. The Owner of the Soil shall have the right, as between 
the Owner of the Soil and Lessee, to allow third parties to conduct geophysical operations on the Leasehold Estate. 

Signed for ldllntification only. 
McGary UvinJ Trust - SPH: Brian McGary, Trustee 
Bank of America, N.A., Agent 

TiUe: Vice Prusldent 

iru - ana CorreCt 
copy of 

ona1nal fiiad m 
Reeves courty 

r- e• k.s Office 

Page 11 of 11 



'"' v 
t.[>' 

c:: 
0 

"Vi 
r/l 

E 
E 
0 
u 

7 c 
l{) 0 

r/l 

....9 '"' ~ -tO ell 
0.. 

u.. J ('() . 
.. w 

~j 
-o >-
~t: 
·- v u......, 
v ..... 
~ 

0 w... 

A 
1/l 
\P 

>-co 

DIANNE 0 . FLORBZ, ~(JNTY CLBRK 
REEVES COUNTY, TE.XA.S 

. . 

•••• • ••• 
• ••••• • • 

• 
•• • ' •• • 

• • • • • • 1 

• • 
• ..... 

• .. ... 41 



July 8, 2014 

John M ic hae l Martin 
Marshall Energy 
6215 Grovewood Ln . 
Houston, Texas 77008 

Re: tate Lease MF 116549 

Dear Mr. Manin: 

JERRY PAITERSO~ , COMMISSIO ER 

Three RAL leases covering 360 ac., Sec. 28, 
Blk. 56, T&P Ry. Co. Survey, Reeves Co, TX 

The ce11ified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set om on Page 2. Plea e refer to these number when 
making payments to the tate and in all future corres pondence concerning the leases. Failure to 
include the minera l file numbe•·s may delay processing of any payments towards the lea es. 

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

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

Your remittances are set out on Page 2 and have been applied to the State's ponion of the cash bonus. In 
add ition, 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. Austin Building · 1700 North C ongrc:.~ '\venue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Tc.xas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.sr:ne. o:.us 



State Lease No. 

MF116549A 

MF I 16549B 

MFII6549C 

Lessor as agent for State ofTX Dated 

McGary Family Trust- Kelly Separate Property 03/30114 

Mary Jane McGary 

McGary Living Trust- SPH 

03/30114 

03130/14 

Recorded Voi/Page 

14-03336 

14-03335 

14-03334 

Bonus Amount 

$180.000.00 

$ 180,000.00 

$ 180,000.00 



0. 

Date Fi kd:_l~/~-"-&'+'b'-11------­
Jerry E. Patterson, CommJS:-Joner 

By <Ss.D 
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Date Fi led: J {=?l l ) t 
Jerry E. Patterson C'ommiss, 'ncr 

By 5SJ) 



August 1, 2014 

RE: Review of Section 28, Block 56, T-2S, T & PRy Co ., Reeves County 

There are multiple leases in this Section. 

The following leases S&E shallower depths where there is already production : There are no permits or 
producing we lls related to these leases as of t his date. 
M F115668 

M F115669 
I'Vi F 115920" 
MF116549 

As of this date the fo llowing wells are related to the fo llowing MF's: 

MF101167 
42-389-31698 I 08-30453 
42-389-31897 I 08-32329 

MF105269 
42-389-32481 I 08-37754 
42-389-32541 I 08-37754 
42-389-32391 I 08-37754 

This lease was terminated for lack of production: 
MF110696 
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Check No.: 204858 
Payment Type: DELAY RENTAL 

Period Covered: 03/30/2015-03/29/2016 
Payment Amount: $100.00 

175065 0212 1 000028000109 0011004 

Lease Number: 1045469/002 LSE Original Lessor: MCGARY FAMILY TRUST - KELLY SEPARATE 
::,~~~ 

.. ~•r.!-'-·.·-~'°t1. 
:(- ~ : 

Lease Effective Date: 03/30/2014 Recording Information: 14-03336 

State: TX 

Check Remarks: 
ANNUAL DELAY RENTAL 

BLOCK 56, TWN 2, SECTION 28, A-2214 

• • •• 
•• 

I 
• •••••• • • 

••• . ~ . . ... . . ~ . 
• • • • •• 

• a. • 
• • • • •• 

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 

RENTAL PAYMENT 

"t\i ~( . (f) 

(BA#) :80104210 

15708341 

Paym ent Amou : $100.00 
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Check No.: 204858 
Payment Type: DELAY RENTAL 

Period Covered : 03/30/2015-03/29/2016 
Payment Amount : $100.00 

175065 0212 1 000028000109 001/004 

Lea-Se Number: 1045469/002 LSE Original Lessor: MCGARY FAMILY TRUST - KELLY SEPARATE 

Lei se Effective Date: 03/30/2014 Recording Information : 14-03336 

State: TX 

Check Remarks: 
ANNUAL DELAY RENTAL 

BLOCK 56, TWN 2, SECTION 28, A-2214 

. . . . 
• L : •• • 

t .. • • • •• 
• 

•• • • • • lo •• 

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 

15708341 

\/ 
Payment Amou t : $100.00 

\ 

VERIFY THE AUTHENTICITY OF THIS MULTI-TONE SECURITY DOCUMENT. • CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTTOM. .J - - - - - -· --- ~...-- - -- - - -- -,- -1 s-7 o s3 4-r .:.~ .. ;;-;;=.; • 

e bhObilliton Bank of America l 4S5Mart<elSI 4th Fl 32•1 DATE 02/12/2015 CHECK NO. 204858 
PETROHAWK ENERGY CORPORATION San Francisco CA 94103 1110 GL 

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

PAY ***********100*DOLLARS AND* OO*CENTS 

PAY 
TO 
THE 
ORDER 
OF 

COMMISSIONER OF THE TEXAS GENERAL 
LANO OFFICE ATN MINERAL LEASING 
1700 N CONGRESS AVE 
AUSTIN, T X 78701 

111 000 20 L.B 58 111 

AMOUNT ************$1 00.00 

VOID IF NOT CASHED WITHIN 
SIX MONTHS OF ISSUE 

I NON TRANSFERABLE I 
Owner Call Center: 1-877-311-1443 



File No. M,,~ / / b5¢9 
71ea-kl.s - HMe Jl . ~/Jd r · Couuty 

Date Filed: ,2-?:/,zu/J.s 
George P. Bush, Commissioner 

By ~ 

••• ••• • ••• •• , 
• • • • • • 
• • • • • • 
• • • •• • • • 

• • • • • •• • 
• . •• • • •• 
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Check No. : 204857 
Payment Type: DELAY RENTAL 

Period Covered: 03/30/2015-03/29/2016 
Payment Amount: $100.00 

175065 0212 1 000027 000105 001/004 

Lease Number: 1045469/001 LSE Original Lessor: MARY JANE MCGARY, A FEME SOLE 

Lease Effective Date: 03/30/2014 Recording Information: 14-03335 

State : TX 

Check Remarks : 
DELAY RENTAL ANNUAL 

BLOCK 56, TW N 2, SECTION 28, A-2214 

• •• : • r 
• •• ••• • • 

••• . . 
••• . ~ . 

• • • • •• 
~ -~ . • • • • •• 

For the Cred it of: 
Owner: COMMISSIONER OF THE TEXAS GENERAL 

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

County: REEVES 

RENTAL PAYMENT 
/Y'I f ///p5</f f3 

)"~~(·@ 

(BA#) :80104210 

15708340 

Payment Amou : $100.00 
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Check No.: 204857 
Payment Type: DELAY RENTAL 

Period Covered: 03/30/2015-03/29/2016 
Payment Amount: $100.00 

175065 0212 1000027 000105 001/004 

Le-ase Number: 1045469/001 LSE Original Lessor: MARY JANE MCGARY, A FEME SOLE 

Lease Effective Date: 03/30/2014 
I 

Record ing Information: 14-03335 

State: TX 

Check Remarks: 
DELAY RENTAL ANNUAL 

BLOCK 56, TWN 2, SECTION 28, A-2214 

. ' .. ·J· . 
• 1· • 

·~···= 
I· 

j. • 
• • • •• 

• 
• • • • •• 

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 

15708340 
.,· 

= 

Payment Amo} (. $100.00 

:f.~Y TH~~!!_Cl!Y,_Of THIS MULTI-TONE SECURITY 0_.9.f~MENT. ---• CHECK BACKG!!._OUND ~ -A ~H~G.ES COLO~ G!!_A™Y FROM TOP _IO l!_OTI_9!, I 
- . S 7 0 8 3 4 0 ---cu _...,. ,~. 

: bhpbi lliton Bank of Amenca 1455 Markel SI 41h Fl 32-1 DATE 0J 12/2015 CHECK NO. 204857 
PETROHAWK ENERGY CORPORATION San Francisco CA 94103 1110 GL 

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

PAY ***********100*DOLLARS AND* OO*CENTS 

PAY 
TO 
11-IE 
ORDER 
OF 

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

11•00 0 20 L. 8 S ? 111 

AMOUNT ************$100.00 

VOID IF NOT CASHED WJTI-i lN 
S IX MONTHS OF ISSUE 

I NON TRANSFERABLE I 
Owner Call Cenler: 1-877-311 -1 443 

j)ew-JJfJ 
FACSIMILE SIGNATURE 



Fi le No. A1 f' // f 5'/7 
__._.&........,...n ..... A ..... J ___ ~_ ... ___ ~.....;_---.6' _____ count; 

Date Filed: tJ,;,../u,p.c;;.S 
G~rgc P. Bush, Commissioner 

By~-~.-....-------~~-~ 

••• • ••• •• ••• • • • • • • • • • • • • • • • • • • •• •• • • • • • • . • •• • • •• 
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Check No.: 204859 
Payment Type: DELAY RENTAL 

Lease Number: 1045469/003 LSE 

, 
Lease Effective Date: 03/30/2014 

State: TX 

Period Covered: 03/30/2015-03/29/2016 
Payment Amount: $100.00 

Original Lessor: MCGARY LIVING TRUST - SPH 

Recording Information: 14-03334 

County: REEVES 

Check Remarks: 
ANNUAL DELAY RENTAL 157 0834 2 
BLOCK 56, TWN 2, SECTION 28, A-2214 

ht:NIAL rn• ....... 

•• 

Jvlr; II ~ 5yqc_,,, 

:l~ ~( ('.f) 
• ••• • 

• • • • • 
• . • •• 

• • • •• 

For the Credit of: 
Owner : COMMISSIONER OF THE TEXAS GENERAL (BA#) :80104210 

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

Payment Amo~~ $100.00 
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Check No.: 204859 
Payment Type: DELAY RENTAL 

Period Covered: 03/30/2015-03/29/2016 
Payment Amount: $100.00 

175065 0212 1000030000117 001/004 

Lease Number: 1045469/003 LSE Original Lessor : MCGARY LIVING TRUST - SPH 

Lease Effective Date: 03/30/2014 

State: TX 

Check Remarks: 
ANNUAL DELAY RENTAL 

BLOCK 56, TWN 2, SECTI ON 28, A-2214 

• • •• • ,J• • ·,· . ·~ ... : 
I· 

j •• • • • •• 
1. 
• • • • • •• 

For the Cred it of: 

Recording Information: 14-03334 

County: REEVES 

15708342 

Owner: COMMISSIONER OF THE TEXAS GENERAL (BA#):80104210 
\/ 

Payment Amou t : $100.00 
LAND OFFICE ATN MINERAL LEASING 

Address: 1700 N CONGRESS AVE 
AUSTIN, TX 78701 

VERIFY THE AUTHENTICITY OF THIS MULTl·TONE SECURITY OOCUMENT. • CHECK BACKGROUND AREA CHANGES COLOR GRADUALLY FROM TOP TO BOTIOM. J 
- --r- ~ - --- -· ~-~- - - - -- - - --l-s-?08342--.,.;.:;;.~~ -

bhpbilliton 
PETROHAWK ENERGY CORPORATION 
ATTN LAND ADMINISTRATION 
P.O. BOX 22719 
HOUSTON, TX 77027-9998 

Bank of Amenca 1455 Markel Sl 4lh Fl 
San Francisco CA 94103 

PAY ***********100*DOLLARS AND* OO*CENTS 

PAY 
TO 
THE 
ORDER 
OF 

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

11•000 20 L,8 s g11• 

32-1 
1110GL DATE 02/12/2015 CHECK NO. 204859 

AMOUNT ************ $1 0 O. 0 0 

VOID IF NOT CASHED WffiilN 
SIX MONTHS OF ISSUE 

I NON TRANSFERABLE I 
Owner Call Cenler: 1-877-311-1443 

1Jad! eorscif Wk. l ~ 
FACSIMILE SIGNATURE Q'/ffifiMiLESIG~E 
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MEMORANDUM 
TE XAS GENERAL LAND OFFICE • GEORGE P. BUSH • COMMISSIONER 

Date: October 29, 2015 

To: tate Lease os. MF105269; MF ! 15669; MF! 15668; MF! 16549; MF \ 16837; 
MF! 16838: Mfl 16839; MF! 15920; and MFIOl 167 

From: Dustin Brian Oslick 

ubject: Mapping Issues in Alamo 

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

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

A. MF I 05269 original ly covered the W/4, W/4 E/4, W/2 E/4 of ect ion 28. Block 56, 
Township 2, T&P Ry. Co. urvey, Reeves County, Texas. A Te1mination Letter was sent by 
this office on May 2.20 14 which indicated the fo llowing: 

1. The Trini ty tate "28" #3 Well (AP! #42-389-32481 ) was completed to a total depth of 
3,420' subsurface and fu rther indicated that Draco Energy may retain the E/4 W/4 fro m 
the surface down to 3.520' subsurface. This depth in terval is supported by the Well 
Records. ew talc Leases MF! 15668, MF! 15669 and MFIOl 167. in so far as sa id 

tate Leases cover the E/4 W/4, cover all the deep rights lying below 3.5 18' subsurface. 
o correction in Alamo was made due to the small amount of vertical foo tage at issue. 

2. The Trinity tate "28" #4 (AP! o. 42-389-3254 1) was completed to a total depth of 
3,450' subsurface and fu rther indicated that Draco Energy may reta in the W/4SE/4 
down to 3.540' subsurface. ew tate Leases MFl 15668, MF l 15669 and MF 101167, in 
so far as sa id tale Leases cover the W/4 E/4, cover all the deep rights lying below 
3,550' subsurface. Well Records confirm total depth dril led was 3,450' subsurface. ft 
appears the depth on the Termination Letter was incorrectl y calculated and should have 
been 3.550' subsurface, being 100' below the deepest well drilled. This has been 
corrected in Alamo. 

3. The Trinity tate "28" # 161 (API o. 42-389-32391) was completed to a total depth of 
3,800' subsurface and further indicated that Draco Energy may retain the W4/ E4 down 
to 3.900' subsurface. ew tate Leases MF l 15668, MF! 15669 and MF 10167, in so far 



as sa id late Leases cover the W4/ E4, cover all the deep rights lying be low 3.900' 
subsurface. There were no depth issues wi th thi s tract. 

B . M F IO 11 67 ori ginall y covered the E/4 E/4 and E/4 E/4 or ecti on 28, Block 56, 
Township 2, T&P Ry. Co. urvey, Reeves County, Texas. A Termination Letter was sent by 
thi s office on May 2, 2014 which indicated the fo llowing: 

I. The orthrup "A"' Estate # I (API o. 42-389-3 1897) was completed to a total depth of 
3,394 ' subsurface and further indicated Kimlar Energy may retain the E/4SE/4 down to 
3,494 ' subsurface . ew tale Leases MF 11 5668 and MF I 15669 covering the E/4 E/4 
cover a ll the deep rights lying below 3,494' subsurface. There were no depth issues with 
this tract. 

2. The orthrup "A' Estate # 1 (API o. 42-389-3 1698) was completed to a total depth of 
4.800' subsurface and further ind icated Ki mlar Energy may reta in the E/4 E/4 down to 
4,900' subsurface. ew tate Leases MF 11 5668 and MF 115669 covering the E/4 E/4 
cover all the deep ri ghts lying below 4,900' subsurface. There were no depth issues wi th 
this tract. 

Based on the above review, the depths fo r MF I05269 and fo r MFlOl 167 were updated in A lamo 
to reflect the specified depth intervals outli ne a bove. These tracts appear to now be reflected 
correctl y in A lamo GT . Additionally, MF 10 11 67 A was updated in Alamo to reflect the correct 
the fo llowing: lease date; control number; base fi. le; and lega l description. 

Furthe rmore, a review of the above captioned minera l ti les a lso indicated the following: 

C. M Fl 16837 covers all depths in so far as it covers ecti on 34, Block 56, Township 2 South
1
, 

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

D. MF l 16838 covers all depths in so fa r as it covers the W/4. /2 E/4. and the E/4 E/4 of 
ection 28, Block 56. Townshi p 2 outh1

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

E. MF 116839 covers all depths in so far as it covers ection 32, Block 56, Township 2 .. outh
1
, 

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

F. MF 1 15920 covers all depths in so fa r as it covers 240 acres out to the /2 or ection 32, 
Block 56, Township 2, T &P Ry. Co. urvey. Reeves County, Texas. 

G. MFl 16549 covers bo th a ll depth tracts and the fo llowing spec ified depths in ection 28. 
Block 56, Township 2 South1

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

1 Township 2 So111h appears to be erroneous based on a review of the Texas GLO Land Grant Search. The legal 
description should only read "Township 2." 



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

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

3. W/4 E/4- all depths below 3,900' subsurface; 

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

1. ote: The correct depth interval was used on the Lease. See ection ( I) (b) 
hereinabove. 

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

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

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

H. MFl 15668 and MF l 15669 cover the fo llowlng specified depths in ection 28, Section and 
all depths in ection 32 and Section 34, Block 56, Township 2, T&P Ry. Co. urvey, Reeves 
County, Texas, to wit: 

1. Section 34 SA VE A O EXCEPT the E/4 E/4- as to al l depths; 

2. ection 32- as to all depths; 

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

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

5. E/4 W/4 of ection 28- all depths below 3,518' subsurface : 

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

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

1. ote: The correct depth interval was used on the Lease. See ection ( I) (b) 
herei na bove. 

8. E/4 E/4- al l depths below 3.494' subsurface; 

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

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

A review of the Alamo GI system with Jesse Arellano indicated that the system analyzes 
the depth interval specified in Alamo and then renects the mineral file in Alamo ors as either: 1) 
cross-hatched in blue, indicating a the tract is an ·'Allow Al l Depths" tract; or 2) cross-hatched in 
red , indicating the tract is a " pecificd Depths" tract. When a mineral file is cross-hatched in 
both red and blue, there is a discrepancy in the depth intervals. Generally, this is corrected by 
updating the depth interval of the older mineral file after the deep rights have terminated. 

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



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



J(-1;;.__ 

FikNo. ME I Jb 5l{°{ 
R_~S Coun t) 

M~tY\f> M6fY1o«!u\~ 
Date Filed: f)q OcA go 15 
~ P. Bush, Commissioner 

By > ,.....- ];£3er: 



Page 2 of 2-

Check No.: 206834 
Payment Type: DELAY RENTAL 

Period Covered: 03/30/2016-03/29/2017 
Payment Amount: $100.00 

175065 0216 1 000022 000037 0031004 

Lease Number: 1045469/002 LSE Original Lessor: MCGARY FAMILY TRUST - KELLY SEPARATE 

Lease Effective Date : 03/30/2014 Recording Information: 14-03336 

Check Remarks: 

• A~ UAL DELAY RENTAL • • II••• 

State : TX 

, ioeUJCK 56, TWN 2, SECTION 28, A-221 4 MF116549A 
" . 

... .. 
• • • 
r • 

II • • . . . 
:0 •• 

• 
i. . • 

I I O 
i- •• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

PLEASE SIGN & RETURN 

County: REEVES 

(BA#):80104210 Payment Amount: $100.00 

IMPORTANT 

Date Received _____________ _ 

Sign Here ________ _______ _ 

lll bhpbilliton 
resourcing the future 

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

Bank or America 1455 Markel SI 41h Fl 
San Francisco CA 94103 

PAY ***********1 OO*DOLLARS AND* OO*CENTS 

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

By _________________ _ 

32·1 
1110 GL 

Title 

DATE 02/16/2016 CHECK NO. 206834 

AMOUNT ************ $1 0 0. 0 0 

VOID IF NOT CASHED WITHIN 
SIX MONTHS OF ISSUE 

I NON TRANSFERABLE I 
Owner Call Center: 1·877-311-1443 

FACSIMILE SIGNATURE FACSIMILE SIGNATURE 



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

• 

•• • • • •••• 
••• •• • • 

•••• • • • , 
••• . . . 
••• 

• 
• •• • • • •• 



Page 2 of i 

Check No.: 206833 
Payment Type: DELAY RENTAL 

Period Covered : 03/30/2016-03/29/2017 
Payment Amount: $100.00 

175065 02 16 1 000021 0000830031004 

Lease Number: 1045469/001 LSE Original Lessor: MARY JANE MCGARY, A FEME SOLE 

Lease Effective Date: 03/30/2014 Recording Information : 14-03335 

State : TX 

Check Remarks: 
ANNUAL DELAY RENTAL 

BLOCK 56 , TWN 2, SECTION 28 , A-2214 MF11 6549B 

• •• • • ••• 
• . ~·· • 

• 
• •• • • • 
~ 

• • • • • 

• • • • •• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN, TX 78701 

PLEASE SIGN & RETURN 

County : REEVES 

(BA#):80104210 Payment Amount: $100.00 

IMPORTANT 

Date Received _____________ _ 

Sign Here _______________ _ 

By __________________ _ 

Title 

ell bhpbilliton Bank of Amcnca 1455 Ma1kcl SI 41h Fl 
San Franc,sco CA 94 103 

32· 1 
1110 GL 

DATE 02/16/2016 CHECK NO. 206833 

resourcing the future 
PETROHAWK ENERGY CORPORATION 
ATTN LAND ADMINISTRATION 
PO BOX22719 
HOUSTON, TX 77027-9998 

PAY ***********1 OO*DOLLARS AND* OO*CENTS 

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

AMOUNT ************$1 0 0. 0 0 

VOID IF NOT CASHED WITHIN 
SIX MONTHS OF ISSUE 

NON TRANSFERABLE I 
Owner Call Center 1-877-311-1443 

FACSIMILE SIGNATURE FACSIMILE SIGNATURE 

1111 ~llf{~i:iill \11 



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

• 

••• • • •••• .. , .. 
• • 

•••• • • • 
' 

• •• • • • 

• •• • • •• 



Check No.: 206835 
Payment Type : DELAY RENTAL 

Lease Number: 1045469/003 LSE 

Lease Effective Date: 03/30/2014 

State: TX 

Check Remarks: 

ANNUAL DELAY RENTAL 

Period Covered : 03/30/2016-03/29/2017 
Payment Amount: $100.00 

Original Lessor : MCGARY LIVING TRUST - SPH 

Recording Information : 14-03334 

County : REEVES 

1 

BLOCK 56, TWN 2, SECTION 28, A-2214 MF116549C 

• •• • • ••• 
• " ... • 

• • • . . . . 
• • • • • • 

• • • • • • • •• 

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

LAND OFFICE ATN MINERAL LEASING 
Address: 1700 N CONGRESS AVE 

AUSTIN , TX 78701 -

(BA#) :80104210 

IMPORTANT 

175065 02 16 1 000024 000095 003/004 

Payment Amount : $100.00 

PLEASE SIGN & RETURN Date Received ______________ _ 

:II bhpbilliton 
resourcing the future 

PETROHAWK ENERGY CORPORATION 
ATTN LAND ADMINISTRATION 
P.O. BOX 22719 
HOUSTON. TX 77027-9998 

Bank of America 1455 Markel St 4th Fl 
San Francisco CA 94103 

PAY ***********1 OO*DOLLA RS AND* OO*CENTS 

COMM ISSIONER OF THE TEXAS GENERAL 
LAND OFF ICE ATN MINERAL LEASING 
1700 N CONGRESS AVE 
AUSTIN , TX 78701 

Sign Here _______________ _ 

By __________________ ~ 

32-1 
1110GL 

Title 

DATE 02/16/2016 CHECK NO. 206835 

AMOUNT ************$100.00 

VOID IF NOT CASHED WITHIN 
SIX MONTHS OF ISSUE 

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

FACSIMILE SIGNATURE FACSIMILE SIGNATURE 

1111 ~1~~~~-ai11111 
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PETROHAWK ENERGY CORPORATION 
ATIN LAND ADMINISTRATION 
P.O. BOX 22719 
HOUSTON, TX 77027-9998 

• 

•• • • • •••• .... ,. 
• • 

.... " . . . 
• 

• •• • • • • 

• •• • • • •• 



To: BH P Billiton Petroleum 
Land Administration 
PO Box 22719 

Mf\\~lcf3 
M.(=-- \.l ~Loq ./ 
(Y\f '-\ Lo5 LL q~ 
~ \l \LJ<B 38 

DIVISION ORDER 

Houston, TX 77227-9927 
(877) 31 1- 1443 

Issue Date: 

Property Name: 

Property#: 

Production: 

Operator: 

9/28/2015 

STATE SCOOTER 56-T2-33X28 1H 

P1 M673/00501 

ALL PRODUCTS 

BHP BILLITON PETROLEUM (TXLA OPERATING) 

bhpbi lli ton 
resourcing the future 

Legal Description: T&P RR CO ABST/ID# 592 Grantee T. & P.R.R.CO. Twsp T2 Blk 56 Sec 33REEVES 
COUNTY, TEXAS T&P RR CO ASST/ID# 2214 Grantee D.W. HENDERSON Twsp T2 Blk 
56 Sec 28 REEVES COUNTY, TEXAS (482.130 ACRES) 

CREDIT TO 
Owner# 801 13945 
ST ATE OF TEXAS GLO 
1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

Decima l Type 
0.01 668015 RI 

0.00694444 RI 

0.02085019 RI 

0.00695568 RI 

0.00695568 RI 

0.00417004 RI 

0.00694444 RI 

0.00695568 RI 

0.00694444 RI 

f\?}__ 3B+ ~SJ3 

Status Reason 
PAY 

PAY 

PAY 

PAY 

PAY 

PAY 

PAY 

PAY 

PAY 

PLEASE KEEP THIS COPY FOR YOUR RECORDS 

Start Date 
8/1/2015 

8/1/2015 

8/1/2015 

8/1/2015 

8/1/2015 

8/1/2015 

8/1 /2015 

8/1/2015 

8/1/2015 



To: BHP Billiton Petroleum 
Land Administration 
PO Box 22719 

DIVISION ORDER 

Houston, TX 77227-9927 
(877) 311- 1443 

Issue Date: 

Property Name: 

Property#: 

Production: 

Operator: 

9/28/2015 

STATE SCOOTER 56-T2-33X281H 

P1 M673/00501 

ALL PRODUCTS 

BHP BILLITON PETROLEUM (TXLA OPERATING) 

bhpbilliton 
resourcing the future 

Legal Description: T&P RR CO ABST/ID# 592 Grantee T. & P.R.R.CO. Twsp T2 Blk 56 Sec 33REEVES 
COUNTY, TEXAS T&P RR CO ABST/IDU 2214 Grantee D.W. HENDERSON Twsp T2 Blk 
56 Sec 28 REEVES COUNTY, TEXAS (482.130 ACRES) 

CREDIT TO 
Owner # 801 13945 
STATE OF TEXAS GLO 
1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701 -1495 

Decimal Type 
0.01 66801 5 RI 

0.00694444 RI 

0.02085019 RI 

0.00695568 RI 

0.00695568 RI 

0.0041 7004 RI 

0.00694444 RI 

0.00695568 RI 

0.00694 444 RI 

Status Reason Start Date 

PAY 8/1 /2015 

PAY 8/1/2015 

PAY 8/1/2015 

PAY 8/1/2015 

PAY 8/1/2015 

PAY 8/1/201 5 

PAY 8/1/2015 

PAY 8/1/2015 

PAY 8/1/201 5 



May 17, 201 6 

B roderi ck Brown 
Division Order Analyst 
BHP Billiton Petroleum 
P O BOX 22719 
Houston, TX 77227-9927 

TEXAS GENERAL LAND O F FI CE 
GEORGE P. BU 11, COM MI SS IONER 

/ 
Re: State Lease os . MF 115668/MF l 15669/MFJ 16549 and MFl 1683 8 

tate coater 56-T2- J3X28 lH 

Dear M r. Brown: 

The Texas General Land Office (GLO) has received your Div ision Order for the referenced un it. 
Th is Division Order has been fi led in the appropriate mineral fil es. 

The payment of royalties attributable to state-owned mineral and roya lty interests is set by 
contract and applicable tatutes and rules. The execution of division orders may , in some cases, 
affect the manner in which such payments arc made or ca lcu lated . The refore, Title 31, §9.32, of 
the Texas Admini trative Code specifies that GLO staff cannot execute a div ision order or bind 
the state to any terms contained within it. 

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

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

Thank you, 

~~N ~Q,.-(~ 

Vivian Hernandez 
Landman, Energy Resources 
512-475-0428 
512-475- 1543 (fax) 
vi vian.hernandez(a),gl o. texas. gov 

1700 North Congress 1\ venue, Austin, Texas 7870 1- 1495 
P.O. Box 12873. Austin, Texas 78711-2873 

512-463-500 I glo.texas.gov 



FileNo. M,~ l\Jo54l.f 
O\\X ~,on DrJex: 

Date Filed : 5 - 1 B- l W 
By 

George P. Bush, Commissiom:rV\::-l 

\ L\. 



Date: 7/18/2016 

To: BHP Billiton Petroleum 
Land Administration 
PO Box 2271 9 
Houston, TX 77227-9927 
(877) 311- 1443 

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

CREDIT TO 
Owner# 80113945 
ST ATE OF TEXAS GLO 

7/18/2016 
STATE TIEMANN 56-T2-28 1 H 
P1M585/00501 ~\)I_ 38C\- 35 \lo5 
ALL PRODUCTS 
BHP BILLITON PETROLEUM (TXLA OPERATING) 

• • bhpbilliton 
resourcing the future 

T&P RR CO ASST/ID# 2214 Grantee D.W. HENDERSON Twsp T2 Blk 56 Sec 28 
REEVES COUNTY/PARISH, TEXAS (322.07 ACRES) 

1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701 -1495 

Decimal Type Status Reason Start Date 
0.03125000 RI PAY 5/1 /2016 

0.01823167 RI PAY 5/1/201 6 

0.00260166 RI PAY 5/1/2016 

0.02500000 RI PAY 5/1/2016 

0.00625000 RI PAY 5/1/2016 

0.01823167 RI PAY 5/1/201 6 

0.00260167 RI PAY 5/1/2016 

0.00260166 RI PAY 5/1/2016 

0.01823167 RI PAY 5/1/2016 



TEXAS GENERA L LAND 0Ff1CE 
GEORGE P. BU l l , COMM ISS IONER. 

eplernber 12 2016 

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

._/ 

Re: tateLease os. MF1 16838, 1Fll6549,MFl l 5668andMF I J5669 
tale Tiemann 56-T2-28 1 H 

Dear Mr. Brown: 

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

The payment of royalties attri butable to state-owned mineral and royalty interests is set by 
contract and app licable statutes and rules. The execution of di vision orders may, in some cases, 
affect the ma1mer in which such payments are made or calculated. Therefore, Title 31, §9.32, of 
the Texas Administrative Code specifies that GLO staff cannot execute a division order or bind 
the stale to any terms con tained within it. 

ubject to applicable slate law and the state's right to take its production in-kind, the GLO 
acquiesces to the sale of oil and ga in accordance with the terms and condi tions set out in the oil 
and gas leases. If you have questions concerning thi s matter, please feel free to e-mai l me al 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 yo u, 

Ju~~\\ 
Vivian Hernandez ~ 
Landman, Energy Resow·ces 
5 12-475-0428 · 
512-475- 1543 (fax) 
v ivian.hernandez@glo.lexas.Q.ov 

1700 orth Congress Avenue. Austin, Texas 78701 - 149-
P.O. Box 12873, Austin. Texas 78711-2873 

512-463-500 1 glo.texas.gov 



rile No. N.f \ \ lo 5L{ 9 
r::r, U\ '"J\00 0 C ,'lee 

Date Fi led : ___ q_-_l _..."3:'------'( '-1......_ __ _ 

By 

G eo rge P. Bush, Comm issioner U. l::\. 

l5 . 



BHP 
PETROHAWK ENERGY CORPORATION 

CONTROLLED DISBURSEMENT 
P.O. BOX 22719 

HOUSTON, TX 77227-9927 

19708132 20748 
AMEGY BANK N.A 

P.O. BOX 27459 
HOUSTON, TEXAS 77227-7459 

03/14/2019 

i 
J 
I 

$90,000.00 l 
J 

PAY TO THE 
ORDER OF COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN MINERAL 

LEASING 

Ninety Thousand and 00/100 DOLLARS 

MEMO 1045469-001/DEPTH PUGH PMT/#14-03335 

Petrohawk Energy Corporation 

Check No: 20746 Check Date:03/14/2019 

•••• 
••••payment Type: Lease Obligation Payment 

•: ·~ment Amount: $90,000.00 

• Period Covered: 03/30/2019 
•••• . . .. 
• • Fat the Credit Of: 

·:J-f!b: 801042 10 

I Amount: $90,000.00 • •• • • • 
• d\vner: COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN 

MINERAL LEASING 

Addess: 1700 N CONGRESS AVE AUSTIN TX 76701 

Petrohawk Energy Corporation 
Check No: 20746 Check Date:03/14/2019 

Payment Type: Lease Obligation Payment 

Payment Amount: $90,000.00 

Period Covered: 03/30/2019 

For the Credit Of: 

BA#: 60104210 

Amount: $90,000.00 

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

Addess: 1700 N CONGRESS AVE AUSTIN TX 78701 

1 
I 

Void If not cashed within six months of Issue 
Non Transferable 

Owner Relations: 
1-877-311-1443 

. 
~ 

Lease Number: 1045469-001-LSE 

Owner Relations 1-877-311-1443 

AUTHORIZED SIGNATURE 

BHP 

Origina l Lessor: MARY JANE MCGARY, A FEME SOLE 

Lease Effective Date: 03/30/2014 

Recording Information: 14-03335 

State : TX County:REEVES 

Remarks: DEPTH PUGH PMT 

20748 

'r\ 
\ 

OWNER COPY 

Owner Relations: 
1-877-311-1443 

Lease Number: 1045469-001-LSE 

Original Lessor: MARY JANE MCGARY, A FEME SOLE 

Lease Effective Date: 03/30/2014 

Recording Information: 14-03335 

State: TX County:REEVES 

Remarks: DEPTH PUGH PMT 

IMPORTANT PLEASE SIGN AND RETURN 

Date Received:---------------
Sign Here: ________________ _ 

By:-------------------

Title 

6259"] 
5448097701~ 

F8 5373 SLKDKOI 05/17/2018 21·29 -140-

• 



BHP 
PETROHAWK ENERGY CORPORATION 

CONTROLLED DISBURSEMENT 
P.O. BOX 22719 

HOUSTON, TX 77227-9927 

19708131 2o7 50 
AMEGY BANK N.A 

P.O. BOX 27459 
HOUSTON, TEXAS 77227-7459 

03/14/2019 

PAY TO THE 
ORDER OF COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN MINERAL $90,000.00 

LEASING 

Ninety Thousand and 00/100 DOLLARS 

MEMO 1045469-002/DEPTH PUGH PMT/#14-03336 

11•000 20? 50111 

Petrohawk Energy Corporation 

Check No: 20750 Check Date:03/14/2019 

Payment Type: Lease Obligation Payment 

Payment Amount: $90,000.00 

Period Covered: 03/30/2019 ... .. 
•. • •For the Credit Of: 

--: 1•!!11#: 80104210 

• 

0

Amount: $90,000.00 
# •• , ., •r 01.9ner: COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN 

M~ ERAL LEASING 
"" ... • 

• Addess : 1700 N CONGRESS AVE AUSTIN TX 78701 

•••• • • • • • 

Petrohawk Energy Corporation 
Check No: 20750 Check Date:03/1 4/2019 

Payment Type: Lease Obligation Payment 

Payment Amount: $90,000.00 

Period Covered: 03/30/2019 

For the Credit Of: 

BA#: 80104210 

Amount: $90,000.00 

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

Addess: 1700 N CONGRESS AVE AUSTIN TX 78701 

Vold if not cashed within six months of Issue 
Non Transferable 

Owner Relations 1-877 -311-144 3 

AUTHORIZED SIGNATURE 

20750 

Owner Relations: BMP 
1-877-311-1443 ·.1 . .-9 ; 
Lease Number: 1045469-002-LSE ? Q 8 ... 
Original Lessor: MCGARY FAMILY TRUST. KELLY SEPARATE j 3 J 
Lease Effect ive Date: 03/30/2014 

Recording Information: #14-03336 

State: TX County:REEVES 

Remarks: DEPTH PUGH PMT/1045469-002 

ry\ 
\ 

OWNER COPY 

Owner Relations: 
1-877-311-1443 

Lease Number: 1045469-002-LSE 

BHP 

Original Lessor: MCGARY FAMILY TRUST - KELLY SEPARATE 

Lease Effective Date: 03/30/2014 

Recording Information: #14-03336 

State: TX County:REEVES 

Remarks: DEPTH PUGH PMT/1045469-002 

IMPORTANT PLEASE SIGN AND RETURN 

Date Received: ----------- ----­

Sign Here:------- ----- - ----

By: --------- - - - --- ----

20750 

Title 

6259~ 

544809770!~ 
FB5373 SLKDKOI 05/17/2018 2129 -142· 



BHP 
PETROHAWK ENERGY CORPORATION 

CONTROLLED DISBURSEMENT 
P.O. BOX 22719 

HOUSTON, TX 77227-9927 

19708130 
20752 

AMEGY BANK N.A 0311412019 P.O. BOX 27459 
HOUSTON, TEXAS 77227-7459 

PAY TO THE 
ORDER OF COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN MINERAL $90,000.00 

LEASING 

Ninety Thousand and 00/100 DOLLARS 

Void if not cashed within six months of issue 
Non Transferable 

Owner Relations 1-877 -311 -1443 

6. 

MEMO 1045469-003/DEPTH PUGH PMT/#14-03334 N}( 1,Uo/5t..fq ~ 

11•000 20 7 S 211• 

Petrohawk Energy Corporation 

Check No: 20752 Check Oate:03/1 4/2019 

Payment Type: Lease Obligation Payment 

Payment Amount: $90,000.00 

* • • ~eriod Covered: 03/30/2019 
• • 

• • For the Credit Of: 

r: 49
BA#: ao10421 0 

•• .~mount: $90,000.00 
• •• • Owner: COMMISSIONER OF THE TEXAS GENERAL LAND OFFICE ATN 

• • • .Ma-,iERAL LEASING 
• 

• Addess: 1700 N CONGRESS AVE AUSTIN TX 78701 
•••• • • • • • 

Petrohawk Energy Corporation 
Check No: 20752 Check Date:03/1 4/2019 

Payment Type: Lease Obligation Payment 

Payment Amount: $90,000.00 

Period Covered: 03/30/2019 

For the Credit Of: 

BA#: 80104210 

Amount: $90,000.00 

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

Addess: 1700 N CONGRESS AVE AUSTIN TX 78701 

Owner Relations: 
1-877-311 -1443 

Lease Number: 1045469-003-LSE 

AUTHORIZED SIGNATURE 

BHP 

Original Lessor: MCGARY LIVING TRUST - SPH 

Lease Effective Date: 03/30/2014 

Recording Information : #14-03334 

State: TX County:REEVES 

Remarks: RECORDING #14-03334/0EPTH PUGH PMT 

20752 

I~ 

OWNER COPY 

Owner Relations: 
1-877-311-1443 

Lease Number: 1045469-003-LSE 

-/9.,>: 20752 
Oc9_ 

BHP ,1 J>r, 
V 

Origina l Lessor: MCGARY LIVING TRUST - SPH 

Lease Effective Date: 03/30/2014 

Recording Information: #14-03334 

State: TX County:REEVES 

Remarks: RECORDING #14-03334/DEPTH PUGH PMT 

IMPORTANT PLEASE SIGN AND RETURN 

Date Received:--------------­

Sign Here:--- --------------

By: ------ - - -----------

Title 

6259~ ~ 

544809770! ~ 
FB5373 SLKDKO I 05/ 17/ 2018 21 :29 -144· 
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March 18, 2019 

Commissioner of the Texas General Land Office 
ATTN: Mineral Leasing 
1700 N Congress Ave 
Austin, TX 78701 

RE: MF-116549C / Deep Rights Retention 

MF- 116549A / Deep Rights Retention 

MF-1165498 / Deep Rights Retention 

Susan, 

BHP 
BHP Billiton Petroleum 
Land Administration 
P.O. Box 22719 
Houston, TX 77227-9927 
(877) 311- 1443 
QQ!!QI~ ,mown~rrela Q@ 

request(cllbhpb111iton.com 

Attached are checks #20752, #20750 and #20748 for State Leases MF-1 16549C, MF-116549A and MF-
1165498. BHP is tendering these payments for the Deep Rights Retention. We will send the Deep Rights 
Retention forms via email. 

If you have any questions, please do not hesitate to contact me . 

Kindest regards, 

BHP 
Monique Crump 
PPU Lease Analyst 
Monique.Crump@bhpbilliton.com 
T - 713.297.6814 
1500 Post Oak Blvd 
Houston, Texas 77056 

BHP Billiton Limited ABN 49 004 028 077, BHP Billiton Pie registration number 3196209 and their respective subsidiaries are members of the BHP Billiton 

Group The global headquarters of the BHP Billiton Group (and the headquarters of BHP Billiton Limited) are located In Melbourne, Australia 



. . .. - . . ~ : . .: : .: ·~ ~ .: : : .. : : : 
.. •• • ... 18 • 

File No. y\J\f:' ( / ~ 54 q 
l)'(z{Z_ {) 

( Ill , tl\ 

By 

LI George P Bu~h l omrnbsionc 

,Sb ~ ~~ 



March 21, 2019 

Ms. Monique Crump 

TEXAS GENERAL LANO OFFICE 
GEORGE P. BUSH , COMM I SS I ONER 

BHP Billiton Petroleum Company 
1500 Post Oak Blvd. 

Houston, TX 77056 

RE: MF116549 - Relinquishment Act Lease 
Deep Rights Retention, Reeves County, Texas 
180.00 acres, Sect ion 28, Block 56, T2S, T&P RR Co. Survey, A-2214 
Wells: State Tiemann 56-T2-28 lH, API 42-389-35168, RRC 08-281608 

State Scoot er 56-T2-33X28 lH, AP I 42-389-34803, RRC 08-278911 

Dear Ms. Crump, 

The Deep Rights Retention checks in the total amount of $270,000.00 have been accepted and 
will retain the deep rights until March 30, 2021 for State Lease MF116549 A, B, and C. Enclosed 

are the check stubs received on March 19, 2019. 

If you have any questions, please feel free to contact me. 

Best regards, 

Susa n S. Draughn, Landman 
Energy Resources/Mineral Leasing 

Direct : 512.463.6521 
Ema il : susan.draughn@glo.texas.gov 

Enclosure 

1700 North Congress Avenue, Austin. Texas 7870 1-1 495 
P.O. !Jox 12873, Austin. Texas 787 11 -2873 

5 12-463-500 I glo.texas.gov 
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STATE OF TEXAS GLO 
1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

LL-ntt q3yq 

Division Order Instruction Sheet 

BHP 
BHP 
Land Administration 
P.O. Box 22719 
Houston, TX 77227-9927 
T (877) 311-1443 
F (888) 484-3189 
PetroleumOwnerRelations 
Request@bhpbilliton.com 

We are pleased to deliver this Division Order which sets forth your share of production proceeds from the well indicated 
thereon and the name and address to which payments will be made. Please return one fully executed copy and retain the 
other copy for your records. Your Division Order contains information that will aid in your communication with BHP. When 
contacting us about any questions regarding your interest or Division Order, please have the Division Order in hand as it 
contains identifying information that will assist us in answering your questions. 

WE ARE NOT ABLE TO ACCEPT ANY ALTERATIONS TO THIS DIVISION ORDER FORM. 

SIGNATURES: 
• Sign exactly as shown on the Division Order. If your signature is different, please enclose legal documentation 

authorizing the name change with your returned Division Order. 
• Signatures by Agents, Attorneys-in-Fact, Guardians, or Trustees must be verified by attaching a copy of the recorded 

legal evidence of the rights vested in the signing party. 
• In the event of multiple trustees/executors, all signatures are required unless documentation is provided evidencing 

authority to sign on behalf of all parties. 
• An authorized official, with the name and title of the signing party printed beneath the signature, must execute for 

companies, corporations, or partnerships. 
• All signatures must be witnessed. Notary is not required. 

TAXPAYER IDENTIFICATION NUMBER OR SOCIAL SECURITY NUMBER: 
Include your Tax ID or Social Security Number in the space provided on your Division Order. Failure to furnish this number will 
result in 24% tax withholding in accordance with Section 3406 of the Internal Revenue Service Code, and any tax withheld will 

not be refundable by BHP. 
ADDRESS & TITLE CHANGES: 

• Please note any change of address directly on your Division Order 
• Subsequent address changes must be submitted in writing either by mail, fax or email (a change of address form can 

be found at http://www.bhpbilliton.com/investor-centre/owner-relations). 
• If a change in title occurs, please furnish us with a copy of the recorded deed or document transferring the title. 

PAYMENTS: Royalty check payments are mailed on or before the 301h of each month. Our policy is to remit checks monthly 
when your account reaches $100, or once a year, whichever occurs fi rst. We can reduce the minimum hold on your account 

from $100 to $25 upon written request. 
PRIVACY: BHP respects the privacy of our owners. Please remember we are unable to release information to third parties on 
any ownership account without prior written authorization from the owner unless legally required. In order for us to discuss your 
lease, agreement, and/or royalty information with your appointed representative, we must be furnished with your written 

authorization. 
CONT ACT US: The following information will assist us in serving you: (1) name & owner number (2) county and state where 

well is located (3) well name and property number (4) telephone number with area code (5) nature of your inquiry 

Owner Relations Call Center 
Phone Number: 1-877-311-1443 

Fax: 1-888-484-3189 
E-mail: petroleum ownerrelationsrequest@bhpbilliton.com 

BHP 
Land Administration 

PO Box 22719 

Houston, TX 77227-9927 



Date: 4/17/2019 

-
CREDIT TO 
Owner# 801 13945 
STATE OF TEXAS GLO 

lA.{\\~ q 3L{ 9 
EXHIBIT A BHP 

BHP 
Land Administration 
P.O. Box 22719 
Houston, TX 77227-9927 
T (877) 311-1443 

1700 N CONGRESS AVE NO 640 
AUSTIN TX 78701-1495 

F (888) 484-3189 
PetroleumOwnerRelalions 
Request@bhpbilliton.com 

Special Clauses/Comments: 

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

Decimal Type 
0.01250778 RI 

0.00520736 RI 

0.01563472 RI 

0.00520736 RI 

0.00312695 RI 

0.00520736 RI 
0.00521579 RI 
0.00521579 RI 

0.00521579 RI 

4/17/2019 
ST ATE DOUG 56-T2-33X28 W 101 H 
P1M674/00501 ~M-31 ~ \5 
ALL PRODUCTS 
BHP BILLITON PETROLEUM (TXLA OPERATING) 
T&P RR CO ASST/ID# 592 Grantee T. & P.R.R.CO. Twsp T2 Blk 56 Sec 33 REEVES 
COUNTY/PARISH, TEXAS (1 .000 ACRES); T&P RR CO ASST/ID# 2214 Grantee 
D.W. HENDERSON Twsp T2 Blk 56 Sec 28 REEVES COUNTY/PARISH, TEXAS 
(1.000 ACRES) 

Status Reason Start Date 
PAY 3/1/2019 

PAY 3/1/2019 

PAY 3/1/2019 

PAY 3/1/2019 

PAY 3/1/2019 

PAY 3/1 /2019 

PAY 3/1/2019 

PAY 3/1/2019 

PAY 3/1/2019 

PLEASE KEEP THIS COPY FOR YOUR RECORDS 
HANNS - 51565(P1M674_NotAmended) 



T EXAS G ENERAL LAND OFFICE 
GEOR.GE P. BUSH, CO MM ISS IONER 

August 1, 2019 

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

,/ 
Re: State Lease Nos. MFl 15668, MFI 15669, MFI 16549 and MFl 16838 

State Doug 56-T2-33X28 WlOlH Unit 9349 

Dear Mr. Brown: 

The Texas General Land Office (GLO) has received your Division Order for the referenced unit. 
This Division Order has been filed in the appropriate mineral fi le(s). 

The payment of royalties attributable to state-owned mineral and royalty interests is set by 
contract and applicable statutes and rules. The execulion of division orders may, in some cases, 
affect the manner in which such payments are made or calculated. Therefore, Title 31, §9.32, of 
the Texas Administrative Code specifies that GLO staff cannot execute a division order or bind 
the state to any te1ms contained within it. 

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

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

Thank you, 

»~·a.n~ 
Vivian Zamora 
Landman, Energy Resources 
512-475-0428 
512-475- 1404 (fax) 
vivian.zarnora@glo.texas.gov 

1700 North Congress Avenue, Austin, Texas 78701- 1495 
P.O. Box 12873, Austin, Texas 787 11 -2873 

5 12-463-500 I glo.texas.gov 
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Texas General Land Office 
Reconciliation Billing 

George P. Bush, Commissioner 

POBox12873 
Austin, TX 78711-2873 

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

SPX Operating Company 
Attn: Patty Burg 

Office: WM11 6025-1 
15377 Memorial Drive 

Houston, TX 77079-4101 

Total Due 

Billing Date: 7/16/2021 

Billing Due Date: 8/15/2021 
Customer Number: C000046383 

$12,724.80 

Penalty and interest have been calculated thru 7/31/2021. Payment remitted after 7/31/2021 will 
result in additional penalty and interest charges. 

Jacquet,David (512) 463-5262 or david.jacquet@glo.texas.gov 

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

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

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

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

Reconciliation Billing 

BPX Operating Company 

Billing Date: 7/16/2021 

Billing Due Date: 8/15/2021 

Customer Number: C000046383 

Detach and return with payment 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Invoice _ 1Mineral Fill:!_J Gas Royalty[ Oil Royalty] -~ ___ Inter~st~ -- - - - - -

21100900 MF116549 $10,752.69 $0.00 $1,151.96 $820.15 $12,724.80 

Total Due $10,752.69 $0.00 $1,151.96 $820.15 $12,724.80 

Amt. Paid 



Customer ID: 
Invoice Number: 
GLO Lease: 
GLO Review: 
Review Pcrtod: 

(1) 

' 

Monlh/Vear 

Ocl-19 

Nov-19 

Nov-19 

Nov-19 

Dec-19 

Dec-19 

Fet>-20 

Mar-20 

Aor-20 

May-20 

Jun-20 

Aug-20 

TOTALS 

COMMENTS: 

COLUMN(3) 
COLUMNS (5),(6) 
COLUMNS (12),(13),(14) 

NOTE 1: 

ATTN: 
SENT VIA E-MAIL: 

C000046383 

MF116549 
BPX OPERATING COMPANY 
SEPT 2019 -AUG 2020 

(2) (3) (4) (5) (6) 

Category Gas 
Audltor/AE: □JACQUET 

Billing Date: 716/2021 
P&I Calculation Date: 7/31/2021 

Royalty Rate: 12.50% 

(7) (8) (9) (10) (11) (12) (13) (14) (15) . . . ... - , -' -- ... ,. - . -------sr~,~~~ -~ ' '' · ! •· .· ·· [nte,estRate'1 
Tract ' : , Additional 1 :. •, • • 'F"rom1 - "j 1 

RRC Gas/011 Participation ,I. . ~oy~lty . I ~~m~~e ;for 1-a.dltio'~al :A~dlll o~al '. " 
Number Volume Rale I Price _ ,,BTU ,. 1 Gross Value .Royalty.Due , Royalty,Paldj Oue....., __ .J J>i!Y?.l:~.R2Y&tvL_...;__r;/ _R ,BQ)ialty~ ~ 

08-288555 393 1 $1.12 1.005 $441.61 $55.20 $0,00 $55.20 594 6.50% $25.00 $5.26 $B5.46 

OB-27B911 837 1 $1.30 1.003 $1,093.58 $136.70 SO.OD $136.70 563 5.75% $0.00 S10.85 $147.55 

OB-28160B 468 1 $1.30 1.003 $611.79 $76.47 SO.DO $76.47 563 5.75% $0.00 $6.07 $82.54 

08-288555 37,063 1 $1.30 1.003 $48,435.57 $6,054.45 S0.00 $6,054.45 563 5.75% $605.45 $480.71 $7,140.61 

08-278911 545 1 $1,31 1,003 $714,78 $89.35 SO.DO $B9.35 532 5.75% S0.00 $6.66 $96.01 

08-288555 22,653 1 $1 .31 1,003 $29,721.14 $3,715.14 SO.DO S3,715.14 532 5.75% S371.51 $276.83 $4,363.48 

08-268555 2,437 1 $0.46 1.005 $1,130.38 $141.30 SO.CO $141.30 472 5.75% $25.00 S9.19 $175.49 

08-288555 2,757 1 S0.40 1.005 $1,121.97 $140.25 so.co S140.25 442 5.75% S25.00 $8.46 $173.71 

08-288555 3,043 1 $0.25 1.006 S763.12 S95.39 so.co $95.39 411 5.75% $25.00 S5.29 S125.68 

08-288555 433 1 $1,50 1.002 $650.33 $81.29 so.co $81.29 381 5.75% $25.00 $4.12 $110.41 

08-288555 391 1 $1.37 1.002 $536.64 $67.08 S0.00 $67.08 350 5.75% $25.00 $3,08 $95.16 

08-2B8555 616 1 $1.29 1.007 $B00.52 S100.07 $0,00 $100.07 289 5.75% $25.DO $3,63 $128.70 
~ -•· -· -- -;- - - . 

•• - ... ~ '.--·.-:-· ·-•"" ·--7""''"''""'.,.=IT•7="'~ ~~ 
i 

' \1 11 • c- . f ) - ""'~ •"'t ~ ;J,,,;. , .. :,.{,: 

71,635 , . - . . . . I sas,02.1.~2 , __ $10,1_s2,s9, ~-~~_so,0.9, L$1Q,Z.~2,§9.~ ~~...t<tJ~s 1}1~9_sJ .SB.2.M6, 

BILLING ON UNDER REPORTED VOLUMES FOR RRC 1D1/S: UNIT 7397 08-278911, UNIT 8085 08-281608 & UNIT 9349 OB-288555 
NOTE THIS MINERAL FILE IS BEING BILLED ON UNDER REPORTED VOLUMES FOR UNIT 9349.(UNIT EFFECTIVE 6-S-18. OPERATOR HAS NOT BEEN REPORTING MF11GS49 & MF116636) 
VOLUMES· REPRESENTS THE VOLUMES REPORTED TO THE RRC VERSUS VOLUMES REPORTED TO THE GLO. 
PRICES MN□ BTU FACTORS DETERMINED BY USING THE AVERAGE PRICE AND BTU FACTORS REPORTED ON THE GL02S. 
PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENALTY AND INTEREST ASSESSMENT: 
http·/Jwww.glo.texas.gov/energy-business/o)l•aastrrac/forms/penalty-lnterest-assessment-rules.pdf 

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, SEND AN EMAIL TO accounl.servlces@glo.texas.gov 
NOTING YOUR COMPANY NAME, CUSTOMER ID, INVOICE NUMBER, REMITTANCE DATE AND AMOUNT OF PAYMENT. 

PATTY BURG 
Patty.Burg@bpx.com 

1 of 1 
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Texas General Land Office 
Reconciliation Billing PO Box 12873 

Au stin, TX 78 711-2873 
(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: 

Billing Due Date: 
Customer Number: 

7/16/2021 
8/15/2021 
C000046383 

$2,717.38 

Penalty and interest have been calculated thru 7/31/2021. Payment remitted after 7/31/2021 wil l 
result in additional penalty and interest charges. 

Jacquet,David (512) 463-5262 or david.jacquet@glo.texas.gov 

NOTICE 

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

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

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

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

-- - ---------- -- --(- ------------ -- ------------ -------- ---- ------- -------- -------- ------- -- --- --- -

Detach and return with payment 

Reconciliation Billing 

BPX Operating Company 

Billing Date: 7/ 16/2021 

Billing Due Date: 8/15/2021 

Customer Number: C000046383 

21100901 MF116549 

Total Due 

Amt. Paid 

$0.00 

$0.00 

$2,272.85 

$2,272.85 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

$277.35 $167.18 

$277.35 $167.18 

$2,717.38 

$ 2,717.38 



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

(1) 

Se 19 

Se 19 

Ocl-19 

Ocl-19 

Nov-19 

Nov-19 

Dec-19 

Jan-20 

Fel>-20 

Ma -20 

Ju!l-20 

COMMENTS: 

COLUMN (3) 
COLUMNS (5) & (6) 

C000046383 

MF116549 
BPX OPERATING COMPANY 
SEP 2019 Through AUG 2020 

(2) (3) 

08-281608 

08-288555 

08-281608 

08-288555 

08-281608 

08-288555 

08-288555 

08-288555 

08-288555 

6 

89 

6 

23 

4 

24 

7 

30 

16 

08-288555 286 

08-288555 98 

(4) (5) 

$51.86 

$51.86 

$50.35 

$50.35 

$53.90 

$53.90 

$57.08 

$54.68 

$47.81 

$14.69 

$34.81 

(6) 

Category Oil 
Audilor/AE: DJACQUET 

BIiiing Dale: 7/5/2021 
P&I Calculation Date: 7/31/2021 

Royalty Rate: 12.50% 

(7) (8) (9) 

$286.57 $35.82 $0.00 

$4.598.37 $574.80 $0.00 

$282.66 $35.33 $0.00 

$1 .151.57 $143.95 $0.00 

$208.42 $26.05 $0.00 

$1,269.64 $158.71 S0.00 

$395.20 $49.40 $0.00 

$1,623.25 $202.91 $0.00 

$777.86 $97.23 $0.00 

$4,194.19 $524.27 $0.00 

$3,395.03 $424.38 $0.00 

BILLING ON UNDER REPORTED VOLUMES FOR UNIT 8085 RRC ID/ls 08-281608 & UNIT 9349 RRC ID# 08-28855. 

(10) (11) (12) (13) (14) 

$35.82 634 6.50% $0.00 S3.67 

$574.80 634 6.50% $57.48 S58.86 

$35.33 604 6.50% $0.00 $3.43 

$143.95 604 6.50% $25.00 $13.97 

$26.05 573 5.75% $0.00 $2.11 

$158.71 573 5.75% $25.00 $12,85 

$49.40 542 5.75% $25.00 $3.76 

$202.91 513 5.75% $25.00 $14.51 

$97.23 482 5.75% $25.00 S6.48 

$524.27 391 5.75¾ $52.43 $27.42 

$424.38 360 5.75% $42.44 $20.12 

NOTE THIS MINERAL FILE IS BEING BILLED ON UNDER REPORTED VOLUMES FDR UNIT 9349,(UNIT EFFECTIVE 6-5-18. OPERATOR HAS NOT BEEN REPOR11NG MF116549 & MF116838) 
UNDER REPORTED VOLUMES - REPRESENTS THE VOLUMES REPORTED TO THE GLO VERSUS VOLUMES REPORTED TO THE RRC. 
THE PRICES -BASED OFF THE AVERAGE PRICE REPORTED TO THE GLO ON THE GL01 REPORTS. 

COLUMNS (12),(13),(14) PLEASE GO TO THIS WEB SITE FOR EXPLANATION OF PENAL TY AND INTEREST ASSESSMENT: 
http://www.qto.texas.gov/energy-business/oil-gas/rrac/forms/penally-1ntere~t-assessment-rules.pdf 

NOTE 1: 

ATTN: 
SENT VIA E-MAIL: 

PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM REGULAR ROYAL TY PAYMENTS. THE PREFERED METHOD OF PAYMENT IS BY CHECK 
ACCOMPANIED WITH THE BOTTOM HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, SEND AN EMAIL TO account.services@glo.texas.gov 
NOTING YOUR COMPANY NAME, CUSTOMER ID, INVOICE NUMBER, REMITTANCE DATE AND AMOUNT OF PAYMENT. 

PATTY BURG 
Pally.Burg@bpx.com 

{15) 

$39.49 

$691 .14 

$38.76 

$182.92 

$28.16 

$196.56 

$78.16 

$242.42 

$128.71 

$604.12 

$486.94 
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