Board for Lease
July 30, 2018

MINUTES

Special Called Telephone Meeting of Board for Lease of University Lands
Monday, July 30, 2018
University of Texas System Building, 2nd Floor Board Room
210 W. 7t Street
Austin, Texas

Board for Lease Also Present:

U.T. System
Present: Houser, Mark
Chairman: Clark, Carrie
George P. Bush (Commissioner, General Land Office) Rabon, Karen

Owen, Brian
Members:
Regent Ernest Aliseda (The University of Texas System) General Land Office
Regent Kevin Eltife (The University of Texas System) Havens, Mark

Regent Charles Schwartz (The Texas A&M University System)

Secretary:
Karen Rabon

A special called meeting of the Board for Lease of University Lands (the Board) was held
via telephone conference call on Monday, July 30, 2018, at The University of Texas System
Building, 2nd Floor Board Room, 210 West 7" Street, Austin, Texas.

Chairman George P. Bush, University of Texas System Regents Ernest Aliseda and Kevin
Eltife, and Texas A&M University System Regent Charles Schwartz were present on the
telephone conference call. Chairman Bush called the meeting to order at 2:00 p.m. Austin
Local Time.

1.

Approval of the Minutes of the June 29, 2017 special called meeting

On motion by Regent Schwartz, seconded by Chairman Bush, the Board approved
the Minutes of the June 29, 2017 meeting of the Board.

Discussion and appropriate action regarding authorization to conduct a sealed bid
Lease Sale of University Lands leases located in Andrews, Winkler, Ward, Crane,
Upton, Culberson, Crocket, Terrell, and Cooke Counties, Texas, to be held via the
internet on September 19, 2018, including approval of lease form

Mr. Houser recommended that the Board conduct an Oil and Gas Lease Sale of
University Lands leases located in Andrews, Winkler, Ward, Crane, Upton,
Culberson, Crocket, Terrell, and Cooke Counties, Texas, to be held via the internet




on September 19, 2018. The proposed acreage and lease terms were before the
Board as outlined in the attached Notice of Sale, Lease Form 49 for Sale 129, and
Lease Sale 129 Acreage Map on the following pages.

Chairman Bush asked for comments or questions. There being none, he called for
a motion to approve the recommended lease sale and to approve the terms of the
updated lease form. Regent Eltife moved approval, Regent Aliseda seconded, and
the motion carried unanimously.

Discussion and appropriate action reqgarding review of current delegations of
authority and potential changes or expansion of delegated authority to U. T. System
Office of University Lands

Chairman Bush called on Carrie Clark to present this item. Ms. Clark noted that this
is an information item regarding current delegations. She explained a thorough
legal review had been done to ensure business is being conducted within the
authorities specifically outlined in the current delegations. Ms. Clark indicated
current delegations appear to be sufficient and she did not recommend any
changes. There were no questions and Chairman Bush confirmed no action was
needed on this item.

Update and discussion on protection from drainage under Section 66.75 of the
Texas Education Code

Ms. Clark informed the Board of a process recently initiated to assert claims under
Section 66.75 of the Texas Education Code for protection from drainage on wells
that are potentially draining from under Permanent University Fund leases. She
described a nearly identical corresponding statute in the Natural Resources Code
that provides protection for other State land where leases are administered General
Land Office. As the Office of University Lands has not historically engaged in
asserting these types of claims, Ms. Clark wanted to alert the Board of the new
practice. She described the methodology being used by the Office of University
Lands and noted that drainage was not as much of an issue with vertical
production, but it has become more of an issue with new technology allowing for
the drilling of horizontal wells. Chairman Bush called for questions, and there were
none. He noted the item was informational only and no action was taken on this
item.

RECESS TO EXECUTIVE SESSION.— At 2:09 p.m. the Board recessed to Executive
Session, pursuant to Texas Government Code Sections 551.071 and 551.072 to consider
the matters listed on the Executive Session agenda.

RECONVENE THE BOARD IN OPEN SESSION.—Chairman Bush reconvened the
Board in Open Session at 2:40 p.m. Austin Local Time.

Consultation with Attorney Regarding Legal Matters or Pending and/or
Contemplated Litigation or Settlement Offers — Section 551.071
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Discussion and appropriate action reqarding legal issues related to potential lease
terminations for failure to produce in commercial quantities, including potential
request for approval to send notice of forfeiture proceedings

No action was taken on this item.

2. Deliberations Regarding the Purchase, Exchange, Lease, Sale, or Value of Real
Property — Section 551.072

Discussion and appropriate action regarding potential lease terminations for failure
to produce in commercial quantities, including potential request for approval to
send notice of forfeiture proceedings

No action was taken on this item.

Chairman Bush stated no action was needed on items discussed in Executive Session.
There being no other items on the agenda, the meeting was adjourned at 2:40 p.m.

/sl
Karen Rabon, Secretary
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BOARD FOR LEASE OF UNIVERSITY LANDS
OIL AND GAS LEASE SALE NO. 129
BID CLOSING —-10:00 AM, SEPTEMBER 19, 2018

NOTICE OF SALE

UNIVERSITY LANDS
OIL AND GAS LEASE SALE

ONLINE BIDDING: www.energynet.com
Bids accepted beginning Monday, August 20, 2018
(Interested Parties must be registered with EnergyNet in order to place bids.)

Bid acceptance ends at 10:00 AM on Wednesday, September 19, 2018

Leases awarded upon approval of high bid
by Board for Lease of University Lands

Board for Lease of University Lands

George P. Bush, Chairman
Charles W. Schwartz
Kevin Eltife
Ernest Aliseda

Visit our Web Site: http://www.utlands.utsystem.edu
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BOARD FOR LEASE OF UNIVERSITY LANDS
OIL AND GAS LEASE SALE NO. 129
SEALED BID SALE
BID CLOSING -10:00 AM, SEPTEMBER 19, 2018

Leases awarded upon approval of high bid by Board for Lease of University Lands

LEASE TERMS

Minimum Bonus Consideration: Varies depending upon area (see Tract List)
Prepaid Delay Rentals: $25/acre, paid at the time bonus consideration and special fee are paid

Special Fee: Each bid is subject to the payment of a special fee equal to one and one-half percent
(1.5%) of the total bonus, as described in the Texas Education Code, Section 66.66.

Primary Term: 3 years

Royalty Rate: Varies depending upon area (see Tract List)

Lease Provisions: All tracts will be subject to terms and conditions stated in Lease Form 48
General Information: Lease Form 48, the Notice of Sale, and Tract List is available from University

Lands office, 704 W. Dengar, Midland, Texas, or on our website at: www.utlands.utsystem.edu or
EnergyNet at www.energynet.com.

FOR ADDITIONAL INFORMATION REGARDING SALE, CONTACT:
Land Department
Telephone: 432/684-4404

THE BOARD FOR LEASE RESERVES THE RIGHT TO WAIVE ANY
IRREGULARITIES AND THE RIGHT TO REJECT ANY OR ALL BIDS.
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