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MEMORANDUM

To:  Office of Mineral Resources
Ce.:  State Mineral and Energy Board

From: Cynthia Nicholson and Peck Hayne
Gordon, Arata, McCollam, Duplantiz & Eagan, LLC

Tommy Smart
Onebane Law Firm

Date: April 6, 2016
Re:  Comments to Articles 4(D) and 10(A) of OMR’s 3/16 draft of proposed State Lease form |

In response to Resolution No, 16-03-008 adopted by the Stats Mineral and Energy Board
{tbe “Board") on March 9, 2016, we submit the following comments to the draft of the proposed
State Lease form posted by Staff of the Office of Mineral Resources (“OMR”) on the Board’s
website on March 16, 2016 (the “3/76 Draf").!

When it posted the 3/16 Draft on the Board’s website, Staff recognized the importance
that leasing of State lands has for our State and thus the importance of the State Lease form

actually used for leasing State lands:

We sincerely hope that this New Lease Form will better serve and encourage
prospective leaseholders fo take advantage of the opportunity to lease state
acreage for mineral exploration and production within our great state of
Louisiana. :

As mineral leasing has long been a crucial source of funding and jobs for our State, we fully
agree that it is critical that this new lease form actually “better serve and encourage” prospective
lessees. In other words, any new lease form must not only protect the State, it must also
encourage parties to want to lease State acreage, A new lease form that favors the State on every
point is ultimately self-defeating if it is so onerous that it discourages parties from taking new
leases.

The 3/16 Draft is a vast improvement—for both our State and industry~—from the initial
draft proposed over a year ago. The three of us are very appreciative of the time, effort and
support that Staff has shown in working with us on this important task for our State. The Staff
has incorporated many of the clarifications, additions and changes that we have requested.

t While the three of us generslly provide legal advice to and represent different parties in the ofl and gas
dustry in Louvisiana (including before the Board and OMR) and thus while our perspeotives generally are aligned
with many industry participants {including lergs and small oil companies; broker and land service companies; and
lenders and investors), we submit these comments belaw anly a3 concerned Louisiana citlzens, g3 the three of us
vennot speak for all industry participants, Thus, other industry participants and other interested parties may also
have other comments or concerns about the 3/16 Dratt,
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Nonetheless, as indicated below, we believe that there remain two provisions in the 3/16
Draft that should be changed in order to accomplish this stated goal to “better serve and
encourage” the further leasing of State lands for mineral exploration and production. As
explained below, we believe that Article 4(D) as first added by Staff in its 3/16 Draft and Staff's
refusal to include a sentence in Article 10(B) would be a major deterrent to this stated goal and
are otherwise unfair and inappropriate, '

Although the 3/16 Draft would impose many other, new obligations and requirements for
leaseholders, we believe that those new obligations and requirements would be acceptsble if our
two requested changes discussed below are mads; however, without our two requested changes
below, we fear that the 3/16 Draft as currently drafted would result in far more harm to the State
in lost leasing opportunity and revenes than any good to the State,

1. e ent provis cle

We urge that the following paragraph, which Staff firgt proposed in thi 3/16 Draft, (the
“New Provision™) be deleted from Article 4(D) on page 9 and that the following, previously
agreed-to paragraph (the “Original Provision”) be re-inserted in its place:

NEW PROVISION;

An Assignment by Lessee, notwithstanding approval by Lessor, and regerdless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, and in accordance with the applicable provisions of The Mineral Code
of the State of Louisiana, does not release nor relieve the assignor(s) from
satisfying and complying with the terms, conditions, duties, responsibilities and/or
obligations required by this Lease,

ORIGINAL PROVISION:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of
any understanding, agreement, language or reference set forth in the Agsignment
instrument, does not release nor relieve the assigning/transferring Lessee from
satisfying and complying with any of its obligations accrued prior to Lessor
approval date of such Assignment arising under the terms, conditions, duties,
responsibilities and/or obligations required by this Lease, The assigning Lessee
shall not be responsible for any obligations its approved assignee/transferee
accrues after the approval date of the Assignment in favor of such party.

The exact language of the Original Provision is in the draft that Staff recommended the Board
adopt at its February 10th meeting (and also in the earlier draft that Stasf similarly recommended
the Board adopt at its Janmary 13th meeting). In fact, this exact language of the Original
Provisions was in the StafPs drafis of January 10th, January 12th, January 15th, January 28th
and February 5th; this February Sth draft was also posted on the Board®s website available for
any interested party to review. Not until its February 17th drafi (that is, after the February Board
meeting) did Staff propose deleting the second sentence of the Otiginal Provision and not until
its March 7th draft (two days before the Board’s March Sth meeting) did Staff delete the entire

¥
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entirely delcted all of the Original Provision (even the first sentence, which favors the Staff's
interests) and instead substituted the New Provision in its place,

We note that neither the Original Provision nor the New Provision is in the State’s
current or prior lease forms. Consistent with the goal of providing more clarity to all parties, we
believe that an express provision on what obligations an assigning party is or is not responsible

This niew lease form imposes many more obligations—including particularly for penalties
and liquidated damages—ithat were not in prior lease forms, Further, the new lease form also
contains many significant provisions that greatly protect the State but were not in any earlier
lease form, For example the proposed lease form provides as follows:

. Article 16 contains detailed provisions for the lessee to mainmin lisbility
insurance naming the State as an additional insured, and also imposes demages of
$100/day for not complying with these provisions,

» Article 15 contains detailed provisions for the lesses to provide finther financial
security for plugging and abandonment and associated site Testoration.

In short, the proposed new lease form has numerous new provisions to protect the State with-
respect to assignees and also provides for numerous new penalties and hquated damages in the
event of & breach. A lease broker who helps obtain g new lease (or another original lessee)
should not have to worry ebout penalties or other Lisbilitis that any assignee {much less one
distantly down the chain-of-title such as 20 years later) may incur for new wells drifled or
facilities installed and new production obtained yeazs after the Board approved their assignment,

Indemnification provisions are some of the most significant provisions in a lease for both
a lessor and a Iessee. The 3/16 Draft contains both an environmental damage indemnification
{Article 14(B)) and a general indemnification (Article 21). In both of these provisions, the
Lessee must provide such indemmification not only for its own actions but also those of its
officers, employees, agents, representatives, comirastors, subcontractors, licensees and invitees,
When Staff raised concerns regarding the obligations of the assignees, the parties agreed to
include in both of these sections a provision that the Lessee shall also indermnify the Lessor for
any acts of its assignees provided that the assignment in favor of such assignee has not yet been
approved by the Board. The parties agreed to these modifications and limitations on the
indemnify becanse they had already agreed that a Lesses would not be responsible for any new
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wells drilled or structures installed by its assignee after the assignment wag approved by the
Board nor have any responsible for the assignee’s breach of its obligations under the lease, In
accordance with the parties’ agreement, the Original Provision clearly provides that the Lessee
retains responsibility for all of its accrued obligations after the Board’s approval of its
assignment. However, the New Provision does not even clearly recognize this obligation and
instead refers to satisfaction of lease terms and duties,

Bignificantly, we believe that including the New Provision instead of the Original
Provision (or not including any provision at all) will make leasing from the State far less
marketable and commercial and thus will ultimately disserve both the State and the industry, As
‘we all know, the majors have all but given up on holding State leases; by omitting the Original
Provision (and, even more, by including the New Provigion), the State can almost guarantee that
the majors will continue to avoid developing State acreage, Particularly for times like now when
it is very difficult to entice companies to drill ol and gas wells anywhere in Louisiana, we
believe that the Board should not be using & lease form that would discourage oil companies
from wanting to operate in Louisiana as opposed 1o spending their money and efforts elsewhere,
If an assignor would be liable for new/future operations of an assignee (in which it had no
participation) and any penalties or liquidated damages that an assignee may incur, assignory will
overall be less willing to assign leasehold interests and instead will be more inclined simply to let
leases lapse (thus bringing in no revenue to the State).

Moreover, we note that the concept set forth in the Original Provision would not be
unique to State leases. The federal regulations for offshore oil and gas leases have long provided
that an assignor of a federal offshore lease is responsible only for lease obligations that accrued
before the time of the assignment and is not responsible for any lease obligations that accrue only
after the assignment, See 30 CF.R, § 356.62(d)~(e) (formerly codified at 30 CF R, § 256.62(d)-

@)

In the 3/16 Draft, the New Provision was included for the first time. This provision
provides that, notwithstanding the State’s eppraval of an assignment, the assignor is not released

remains responsible for each and every subsequent lessee’s failure to comply with its obligations.
For example, if an approved lessee fails to maintain the required insurance, under this provision
it appears that a broker who was the original lessee twenty years earlier would be responsible for
the liquidated damages owed due to such failure wnder Asticle 16(f). This result is clearly
inconsistent with the parties® intent as this lease draft has been negotiated under the past several
months,

- As we appreciate the provisions of the Mineral Code relating to assignments, we belicve
that the law is unclear on exactly what obligations an assignor would or would not be responsible
for, While Mineral Code article provides that “[aln assignor or sublessor is not relicved of his
obligations or liabilities under a mineral lease unless the lessor has discharged him expressly and
in writing,” it does not specify whether these obligations and liabilities include ones that do not
accrue unti after the assignment. We believe that the Original Provision directly addresses what
the law does not expressly and clearly provide, and thus avoids potential disputes between the
partics: the first sentence of the Original Provision favors the State by clearly articulating what
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the assigning party remains responsible for, and conversely the second sentence articulates what
the assigning party is not responsible for, Under the Original Provision, it is clear that the
assigning party will remain responsible, for example, for abandoning any wells or facilities it
built and for payment of royalties on all production that it produced and conversely that the
‘assigning party will not be responsible for a new well that-an assignee might later drill,

A AUDIT: Aswehaveprevioualydismssaddmingthenegoﬁaﬁunofﬂﬁsww
Ieasefo:rm,ﬂzestaﬁ‘h,asinsistedﬂmtthelaaseformpmvidasthatal.enseeshallmaintainmyand

bereunder” forever, This requirement is totally i istent with standard industry record
retention policies and problematical for a number of reasons. We have urged that the Staff agree
to limit the requirement ¢o a certain number of years, such as six years-being the relevant federal
requirement. However, the Staff has refused to consider this request,

We have also urged that the following sentence be added 2t the end of article 10(A) on
page 20:

Nonetheless, upon conclusion of an aodit for a particular period of time, Lessee
sball no longer be obligated hereunder to keep any books or records for such

Withiout such a sentence, a lesses will be tequired to keep its Iease records forever, even after the
Stite had conducted a full audit of the lessee’s peyments during the lease term, We believe that,
oncé-an audit is concluded, there is no more need for a lessee to keep its voluminous records for
that period; 2 requirement that a lessee must keep all jts lease records forever until the end of
time is just unreasonable and unnecessary and doesn’t protect the State in any way, We have also
been advised by staff that their policy is not to require that the records be retained after an audit,
However, they have refused to add the above requested language.

[End of Memorandum]
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Allen Energy Group

712 Mitam Street, #1071
Shravepart, 1A 71101
3182278191

April 8, 2016

State Energy uand Mineral Board
Lasalle RBuilding, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Propused State Lease Form Articles 4(D] and 10(A) of OMR’s 3/16
Draft

Dear Board Members:

This isin response to the Board’s Resolution # 1 6-03-008, soliciting industry comment regarding
the Proposed New Lease Form. Allen Energy Group strongly supports the recommendations
contained in the attached Memorandum, dated April 6, 20186, from Cynthia Nicholson and Peek
Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the Onebane Law Firm,
regarding post assignment liahility and audit records retention, With respect to audit records
retention, Allen Energy Group also requests that the Roard set a time period {e.g., 5 or 6 years)
for retention of records.

Both of these issues are very important to us and others in our industry,
Sincerely,

-

f

ALLEN ENERGY GROUP, L.1.C

i Tt

BY:

Tanya J. Allen |

% Pitached Memorcado




All Aboard Development Corporation, LLC
001 Poydras Street, Suite 1726
New Orleans, LA 70130
PUCKE: (304) 5231243 % FAX. (504) 573 104
jack@overboardholdings.cam

April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re- Proposed State Lease Furm Anlicles 4(D) and 10(A) of OMR’s 3/16
Draft

Dear Board Mombers:

This is in response (o the Board’s Resolution # 16-03-008, soliciting industry comement regarding
the Proposed New Lease Form, All Aboard Development Corporation strongly supports the
recommendations contained in the atiached Moemorandum, dated April 6, 2016, from Cynthia
Nicholson and Peck Hayne, wilh the Gordon Arata Law Firm, and Tommy Smart with the
Onebane Law Firm, regarding post assignment lability and audit records retention, With respect
to audit records retention, All Aboard Development Cotporation also requests that the Board set
atime period (e.g., 5 or 6 years) for retention of records.

Both of these issues are very mmportant to us and nthers in our industry.

Sincerel

L "Jack” Laborde
President

IPL/ce
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ALLEN & Kirnmss Lo

INDEPENDENT PROFESSIONAL LANDMEN 4 ABSTRACTERS

REPLY TO LAFAYETTE QEfiCE

April 8, so16

State Energy and Minega] Board
Lasalie Building, 8th }aor

617 N, Third Street

Baton Rouge, 1A 70802

Attention: The Board Re: Propased State Lease Form Articles 4(1) and 10{A) of OMR’s 3116 Draft
Dear Board Memboys:

This is in responge tg the Board’s Resolution # 16 03-008, soliciting ind BSLEY comment regurding the
Proposed New Legsc Form. Allen & Kitinge, Ltd, strongly supports the feeommendations contained iy the
attached Memaora ndum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordan
Atil Law Tirn, and Tommy Snurt with the Onchane Law Tjrem, regacding post assignmen) Liabitity and
audit records retention, Witl: respect to sndit reeords retention, Allen & Kitmse, 1td, also requests that
the Board set a time period {eg.50r6 years} for retention of reconds,

Both of these issues are Very important to us angd others in onr industry,

POSY OFFICE BOX 52187 8864 SOUTH MONACG CouRT
208 FIFTH 8THERT CENTENNIAL, COLORANG 80111
LAFAYETTE, LOVISIANA 7005 TELEPHONE [303) 771.1258
TELEPHONE {337) 232.2004 FACSMILE (305} 779.5a08
FACSIMILE (337) 237.1:895
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State linergy and Mineral Board
Lasallc Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed Statc Lease Form
Articles (D) and 10(A) of OMR’s 3/16 Drafy

Dear Board Members:

This is in response 10 the Board’s Resolution # 16-03-008, soliciting industry com.
ment regarding the Proposed New Lease Form,

Alpha Petrolcum and all partners strongly support the recommendations contained
in the attached Memgrandum, dated April 6, 2016, from Cynthia Nicholson and Peck
Itayne, with the Gordon Arata |aw Firm, and "Yommy Smart with the Ounebane Law
Firm, regarding post assignment liability and audit records retention.

With respect to audit records retention, Alpha Petroleum alsg requests that the Board
set a rime period (e.g., 5 or 6 years} for retention of records.

Both of these issues are very important to us and others in our industry.

Sincerely,

P / éw_%

Wayne J. Moscley
Alpha Petroleum

P. O. Box 5368
Shrevepory, LA 71135

WM/ cm
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- OBIE O'BRIEN
Vice President - Government Affairs /
Corporate Outreach

April 11,2016

State Mineral and Energy Board
LaSalle Building, 8th Floor

617 North Third Street

Baton Rouge, LA 70802

Dear Ladies and Gentlemen:

By memorandum dated December 17, 2015 and letter dated March 8, 2015, Apache
Corporation previously provided comments to the proposed lease form being considered by the
Louisiana State Mineral and Energy Board. As expressed in our March letter, Apache
appreciates the diligence with which the Mineral Board has considered comments from industry
and attempted to address certain of those comments in subsequent drafts of the proposed lease
form. However, despite the Mineral Board’s efforts to address these comments — and
particularly the most significant to Apache — we are again obligated to raise this concern to the

Mineral Board.

As we have stated previously, the most significant remaining issue that has not been
resolved in the Mineral Board’s latest lease form involves assignor liability, Apache remains
concerned about operating under the Mineral Board’s proposed leases form, as doing so could
open Apache up to untold liability that may be created by its successors in title. When Apache
acquires and operates a lease, we are able to evaluate the obligations that may have been created
by our predecessors and which may be created by our own operations. However, if Apache
assigns a lease to a successor, Apache no longer has any means of evaluating, managing, or
assessing obligations that may be created and — under the Mineral Board’s proposal — for which
Apache may be responsible. This could severely limit Apache’s desire to operate on Mineral

Board leases,

To alleviate this concern, Apache again urges that the Board review the proposed form to
include the following provision:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, does not release nor relieve the assigning/transferring Lessee from
satisfying and complying with any of its obligations accrued prior to Lessor’s
approval date of such Assignment arising under the terms, conditions, duties,
responsibilities and/or obligations required by this Lease. The assigning Lessee
shall not be responsible for any obligations its approved assignee/transferee
accrues after the approval date of the Assignment in favor of such party.,

APACHE CORPORATION 2000 POST 04K BLYD  SUITE 100 HOUSTON, TX 77658-4400  TEL (713)285-6150




State Mineral and Energy Board
April 11,2016
Page 2

As we pointed out in our March letter, this is the same provision that the Office of Mineral
Resources (OMR) Staff recommended for adoption at the Mineral Board meetings in January
and February and that was included in the draft posted on the DNR’s website in F ebruary.

Again, we appreciate your consideration of these comments and are hopeful that the
Mineral Board will adequately address this significant issue.

Sincerely,

Apaghe Corporaticn

Lt

ice President Governmental Affairs




P.O. Box 62745
Lafayotte, LA 70805
Office: (337 283-920¢
Fax: (337 233-5785

Apiil 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Leasc Form Articles 4(D} and 10{A) of OMR’s 3/16 Dmft

Dear Bourd Members:

This is in response 10 the Board’s Resolution # 16-03-008, soliciting industry comment regarding the
Proposed New Leasce Form, Badger Encrgy, L.L.C. strongly supports the recommendations contained in
the attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the
Gordon Arata Law Firm, and Tommy Sroart with the Onsbane Law Firm, regarding post assignment
liability and andit records retention. With respect to audit records retention, Badger Energy, L.L.C. also
requests that the Board set a time period (e.g., 5 or 6 years) for retention of records,

Both of these issues are very important to us and others in our industry,

Sincerely,
%ER ENERGY:4.L.C.
Russel T. Peyton :
Land Manager

g A trached Meme ronduosn




Baton Rouge Association of Professional Landmen
P.O. Box 82856
Baton Rouge, La, 70884

Aprit 11, 2016

State Energy and Mineral Board
Lasalle Building, 8" Floor

617 N. Third Street

Baton Rouge, La. 70802

Attention: The Board

Dear Board Members:

We are writing in regards to the attached Memorandum concerning the proposed changes to
the Oil, Gas and Mineral Lease Form that is used by the State of Louisiana. The BRAPL Board has
reviewed the attached Memorandum and is in unanimous support of the recommendations set forth in
said Memorandum. We strongly urge you to consider the recommendations in the Memorandum,

Respectfully y%

Wifliam F. Smith
President
Baton Rouge Association of Professional Landmen

{00052509.00CX }
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Bayou State Oil Corporation

ESTABLISHED 1926

F O BOX 7886
SHREVEPORT, LA. 71137.7886

PH 318/222-0737  FAX 31812220730

4-7-2016

State Energy and Mineral Board
Losalle Building, 8th Floor

B17 N. Third Street

Balon Rouge, LA 70802

Attention; The Board

Re: Proposed State Lease Form Articles 4{D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Bayou State Oil Corporation strongly supports
the recommendations contained in the attached Memorandum, dated April 6, 2016,
from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy
Smart with the Onebane Law Firm, regarding post assignment liability and audit records
retention. With respect to audit records relention, Bayou State Of Corporation also
requests that the Board set a time period {e.g., 5 or 6 yearsj for retention of records.

Both of these issucs are very important to us and others in our industry.
Sincerely,

(—5iE

C. Ellis Bf .
President




BEHLARD & COMPANY, INC.,

A PROFESSIONAL LAND COMPANY

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N, Third Street

Baton Rouge, LA 70802

Altention: The Board Re: Proposed State Leuse Form Articles 4(D) and 10{A) of OMR’s 3716 Diraft

Desr Board Members:

This is in response to the Board's Resohution 4 16-03-008, soliciling industey cormment regarding the
Proposed New Lease Form, 1 strongly support the recommendsations wintained in the attashed
Mremnrandom, dated April 6, 2016, from Cynthia Nicholson and Peck ayne, with the Gordon Arata Law
Firm, and Tommy Smart with the Onebane Law Firm, regatding post assignment Hability and audit

records retention. With respect to audit recovda retention, I also request that the Board set a time period
(e.g.. 5 ur 6 years) for vetention of records.

Buth of thege issues are very important to us and others in our industry,
Sincerely,

(MﬂJ ) ?‘: ;:/f'; : :

Jared P, Bellard, CPL

Presidont

128 Bemanade Bivd.. Sufe 107 - Lalayette, Lawdstana 705523
PO Box 82007 « Lalayelle, Louisiana 70505
Oftice 3373342666 - Bax 337.234.0305 » Jhellandiembelardenmpany.cum
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v B ET ﬁ betalandservices.com
S LAND SERVICES P 337.371.3601
F: 337.371.3650
101 W. Farrgl Ad,, Bldg. 2
Lafayelte, LA 70508 .

PO, Box 51241
Lafayette, LA 70505

April 7, 2015

2:‘::; i
Ms. Suzanne Hyatt _:
Office of Mineral Resources 32,;
P. 0. Box 2827 —
Baton Rouge, LA 70821-2827 o
)
Re:  Proposed New Lease Form %
£
(5]

Dear Ms. Hyatt:

In response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form, we again respectively request that the following
language be included in Article 4 of the Proposed New Lease Form:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of any
understanding, agreement, language or reference set forth in the Assignment instrument,
does not release nor relieve the assigning/transferring Lessee from satisfying and
complying with any of its obligations accrued prior to Lessor approval date of such
Assignment arising under the terms, conditions, duties, responsibilities and/or obligations
required by this Lease. The assigning Lessee shall not be responsible for any obligations
its approved assignee/transferee accrues after the approval date of the Assignment in
favor of such party.

We understand that this language was in the versions of the lease form that the Staff
recommended for adoption at the Mineral Board’s meeting of February 10th and of January
2016. We also understand that this language was included in numerous prior drafts. For some
unknown reason, it was deleted prior to the March Board meeting.

We respectfully oppose the following provision that was added to the Proposed New
Lease Form after the March meeting as Article 4(D):

(D) An Assignment by Lessee, notwithstanding approval by Lessor, and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, and in accordance with the applicable provisions of The Mineral Code of the
State of Louisiana, does not release nor relieve the assignor(s) from satisfying and
complying with the terms, conditions, duties, responsibilities and/or obligations required

by this Lease.

Beta Land Services is an independent lease broker. As you know, a significant
percentage of the leases granted by the State are originally issued to lease brokers who never
undertake any operations on the lease. This service is an essential tool for assembling and
marketing of o1l and gas interests; because the development of an oil and gas prospect can render
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Ms. Suzanne Hyatt
Page 2
Proposed New Lease Form

a particular area very valuable very quickly. Oil companies frequently need to maintain their
anonymity while lease acreage is being obtained. Iease brokers, like Beta, provide a critical role
in the leasing of State acreage, which then leads fo development which benefits the State. But
that role would be severely jeopardized if the State could turn to an original lessee/lease hroker
(who never drills a single well) to satisfy future post assignment lease obligations (e.g., payment
of royalties, plugging wells, penalties, liquidated damages). Under the language we request
above, if a lease broker like Beta bid upon and acquired a State lease and then assigned the lease
to a client, if we did not undertake operations or otherwise accrue obligations, we would not be
responsible for post assignment obligations. To the contrary, under the Staff’s new proposed
Article 4(D), Beta arguably would remain responsible for satisfying and complying with all of
the terms, conditions, duties, responsibilities and/or obligations post assignment for the life of the
lease, even though it never undertook any operations.

We again urge the Board to include the above language in the Proposed New Lease Form
and not to use the provision inserted after the March meeting.

Sincerely,

S

Bryan J. Hanks, CEQ/President

Precise. Responsive. Experts.




bhpoilliton

1380 Post Oak Blvd,
Houston, Texas 77056-3030
bhpbilliton.com

Aprit 11, 2015

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articies 4(D) and 10({A) of OMR’s 3/18
Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soficiting industry comment regarding
the Proposed New Lease Form. BHP Billiton strongly supports the recommendations contained
in the attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne,
with the Gordon Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post
assignment liability and audit records retention. With respect to audit records retention, BHP
Billiton aiso requests that the Board set a time period (e.g., 5 or 8 years) for retention of records.

Both of these issues are very important to us and others in our industry

Regards,

Jx[ Keenan

Vice President Land
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Biloxi Marsh Lands Corporation
One Galleria Bivd,, Suite 902

Metairie, Louisiana 70001
Phone: (504) 837-4337
Fax: (504) 837.1889

April 8, 2016

State Energy and Minera! Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4D} and 10(A) of OMR’s
3/16 Draft

Dear Board Members:

This is in response to the Board's Resolution # 1 8-03-008, soliciting industry comment
regarding the Proposed New Lease Form. As a landowner of nearly 90,000 acres, Biloxi Marsh
Lands Corporation strongly supports the recommendations contained in the attached
Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon
Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment
liability and audit records retention. With respect to audit records retention, Biloxi Marsh Lands

Corpgration also requests that the Board set a time period (e.g., 50or 6 years) for retention of

Both of these issues are very important to us as a major landowner and other
ters as well as members of the oil and gas industry.

William B. Rudolf

President and Chief Executive Officer
Metairie, Louisiana

Email: wrbiloxi@gmail.com !

+ Abbached Meme tindum




£, Box 5304k

Lafayeire. Lentrsana “H505 154
Tehopliane: 337 3313.7197

Fuv: 337 23156943
ww.bevsenbfue com

stale Eacrey and Minerad Booansd
LaSalie Buildiny, 3th Floor

- N O Third Stregt

Bazon Rouge, LA To802

Wiention: The Board Be: Proapozed State Loase Form Articles S and so{A) of OMRS 176 Draft
Brear Boord Mombers:

Thes ixom respense 1w the Board's Resolution = r04-008, solivting mdnstiy enmment regarchng the
Proposed New Lease Form, Bovsenblue Celtoe Interaabonal. Inc, strongly sugports (e revonmendations
cotguned in the nttachod Memurandum, dated Aprit o, 2016, from Cynthia Nicholsen and Peek Havne,
with the Gordon Arta Law Firm. and Toramy Saiart with te Onobane Law Fia, regarding st
assignment Hability cnd audit recerds retention. With respect o andit veeards rerentinn. Bovsenblac
Celtee Interaational, Ine. also reqliests that the Board set ¢ time period feg, 5 0T & yeurs) for retentinn oF
rerords,

Lotk of these esnns e v e imprrtant o us and others in our indusiy

oA

Sincerel ; P
b A i ?_, Y w
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CARUTHERS PRODUCING COMPANY, INC.

400 TRAVIS STREET, SUITE 1510
SHREVEPORT, LOUISIANA 71101-3182
TELE: (318) 282-0285
FAX: {318) 221 -608H9

April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton: Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4{D} and 10(A)
of OMR’s 3/16 Draft '

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry
comment regarding the Proposed New Lease Form, Caruthers Produein g
Company strongly supports the recommendations contained in the attached
Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne,
wilh the Gordon Arata Law Firm, and Tom ny Smart with the Onebanc Law
Firm, regarding post assignment liability and audit records retention, With
respect to audil records retention, Caruthers Producing Company also
requests that the Board set a time period (e.g., 5 or 6 vears) for retention of
records.

Both of these issucs are very important to us and others in our industry.
Sincerely,

CARUTHERS DUCING CO., INC.

Witt Caruthers, President

X Attaded Meimo randa »




CASTEX ENERGY, INC, 333 Ciay Street » Suite 2000 » Houston, TX 77002 e 281.447.8601 o FAX: 2B1.447.1009
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April 7, 2016

Louisiana State Mineral and Energy Board
LaSalle Building, 8th Floor

617 North Third Street

Baton Rouge, LA 70802

Re: Proposed State Lease Form Articles 4(D) and
10(A) of OMR’s 3/16 Draft

Dear Board Members:

Please have this letter serve as a response by Castex Energy, Inc. to the Board’s Resolution #16-
03-008 soliciting comment regarding the Proposed Lease Form. We have reviewed the attached
Memorandum, dated April 6, 2016 (the “Memorandum), and strongly support all
recommendations contained within the Memorandum. In addition to the issues discussed in the
Memorandum, Castex Energy, Inc. also urges the Board to set a reasonable time limit for
retaining records. Particularly, state records retention should at least be in line with records
retention requirements for federal offshore leases. Consistency on records retention will be in

the interest of all parties.

We therefore urge the Board to adopt language similar to the language contained in 30
CFR 212.51(b), which provides:

Period for keeping records. Lessees, operators, revenue payors, or other persons
required to keep records under this section shall maintain and preserve them for 6
years from the day on which the relevant transaction recorded occurred unless the
Secretary notifies the record holder of an audit or investigation involving the
records and that they must be maintained for a longer period. When an audit or
investigation is underway, records shail be maintained until the recordholder is
released in writing from the obligation to maintain the records. Lessees, operators,
revenue payors, or other persons shall maintain the records generated during the
period for which they have paying or operating responsibility on the lease for a
period of 6 years.

x Attadhet Mo orandu s




Louisiana State Mineral and Energy Board
April 7, 2016 ,
Page 2

It would be in the State’s best, long-term interest to include the proposals submitted in
the Memorandum and the proposed language for records retention in its new lease form.

Sincerely,

Castex Energy, Inc.

/s/ Jonathan Wilson (Land Manager)
/s/ William O’Neal (Sr. Landman)
/s/ Ashley S. Green (Counsel/Corp.Secretary)

cc.:  Stacey Talley, OMR
Suzanne Hyatt, OMR
Cynthia A. Nicholson




“Your Total Marine Service Provider”

April 8, 2016

State Enerzy and Mineral Board
Lusalle Building, 8th Yoor

617 N. Third Street

laton Rouge, LA 20802

Attention: The Board Re: Proposed State Lease Form Articles 4() and 10(a) of OMR's 3/16 Draft

Dear Board Members;

This 15 in response to the Board's Resolution & 16-03-008, soliciting industry commtont regarding the Proposed
New Lease Form, Michacl Patterson stremgly supports the recommendations contained in the attached
Memorandum, dated April 6, 2016, from Cymthia Nicholson and Peck Hayne, with the Cordon Arata Law Firm,
and Tommy Smart with the Oucbane Law Firm, regarding post assignment liab ifity and audit records retention.
With respect to audit records retention, Michael Patterson also requests that the Board sel a tine period (e.g., 5
or 6 years; for retenlion of records.

Boih ol these jssues are very important Lo us and others in aur industry.

Sincerely,

Conlral Boat Rentals, Ine.

Michael Patterson
President

e

P.0. Box 2645 Morgan City, Louisiana 70381 FPhone (985} 384-8200 Fax (985) 384-8455

Website: www.centralboat.com E-mail: office@centraiboat.com




Carl R. Rewerts Chevron U.S.A. Inc.

Land Manager 100 Northpark Blvd.
Chevron Covington, Louisiana 70433
& i Tel 985 773 6356
. Fax 985 7713 71110
CarlRewerts @chevron.com

April 8, 2016
Via FedEx

State Mineral and Energy Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802
Attention: The Board

RE: Memorandum Commenting on Proposed State Lease Form

Dear Members of the Board:

I appreciate your recognition of the importance of the State Lease form to the State’s oil and gas
industry, as illustrated in your Resolution No. 16-03-008. In response to this Resolution, Cynthia
Nicholson and Peck Hayne of Gordon, Arata, McCollam, Duplantis & Eagan, LL.C, and Tommy
Smart of Onebane Law Firm have submitted a Memorandum dated April 6, 2016, to the Office
of Mineral Resources (“OMR?”), attached hereto, regarding the OMR’s March 16, 2016, draft of
the proposed State Lease form. The attorneys provide well-informed commentary on the
proposed State Lease form and demonstrate an understanding and application of such to both our

State and industry.

Therefore, I respectfully request the Board’s careful consideration of the recommendations in the
Memorandum. These efforts — of both our State and industry — are a critical step toward ensuring
our State’s position in the oil and gas industry and will lay a firm foundation for future growth.

Sincerely,

Carl R.'Rewerts
Land Management Officer

Encl. (5)

¢ AHached Memorantunm




Suzanne Hxatt

From: Stacey Talley

Sent: Friday, April 15, 2016 12:06 PM

To: Suzanne Hyatt

Cc: David Boulet

Subject: FW: Emergency Financial Security Order
Suzanne,

Please add the following email to the packet of comments. Thanks,

Stacey

From: Cynthia Nicholson [mailto:CNicholson@gordonarata.com]

Sent: Friday, April 15, 2016 12:01 PM

To: Stacey Talley; David Boulet

Cc: Peck Hayne; Thomas G. Smart

Subject: FW: Emergency Financial Security Order

Stacey and David

As we are sure you are aware, the Department of Conservation just adopted the attached emergency rule to
assist our industry during these difficult times.

We urge you to make sure that the Board is aware of these changes being made by Conservation to assist
industry and understands how important it is for the Board to also send a signal to the oil and gas industry that they
understand these difficult times and are willing to work with industry to weather the storm and make Louisiana a
significant producer of oil and gas again. This proposed lease form imposes several new burdens on lessees and
additional burdens on the Board and Staff, which given today’s climate will be very difficult for both the companies and

for you to handle.

Thank you
Cynthia

GORDON
ARATA 1l

Cynthia A. Nicholson

Gordon, Arata, McCollam, Duplantis & Eagan, LLG
201 8t. Charles Ave., Suite 4000

New Orleans, LA 70170

Phone: (504) 569-1658

Fax: (504) 582-1121

chicholson@gordenarata. com




DECLARATION OF EMERGENCY
Department of Natural Resources
Office of Conservation
General Operations - Statewide Order No. 29-B
General Provisions
Financial Security (LAC 43:XIX.104)

In accordance with the emergency provisions of the Administrative Procedure Act, R.S.
49:953(B), and the authority of the Commissioner of Conservation pursuant to La. R.S. 30:1, et
seq., the following emergency rule is necessary to protect the public health, safety and welfare of
the people of the State of Louisiana.

An audit issued by the Louisiana Legislative Auditor on May 28, 2014, included
recommendations that the Office of Conservation (“Conservation™) “should consider revising its
current regulations and require that all operators provide financial security or some type of
financial assurance on newly permitted wells or wells with amended permits,” and that
Conservation “should consider revising its current regulations to increase the amount for
financial security to be more reflective of the costs to properly plug and remediate orphaned well
sites. In addition, financial security amounts should be periodically reviewed and adjusted to
ensure they are reflective of the costs to plug and remediate orphan well sites.” In agreeing with
the same, Conservation promulgated regulations (published in LR 41:952 in May 2015) to

accomplish this goal.

The Legislative Auditor’s report also stated that “Effective regulation is ... important in
preventing operators from abandoning their wells. If operators abandon their wells or cannot
maintain their wells in compliance with regulations, [Conservation] will orphan all of the
operators’ wells...” where orphaned wells are defined as “abandoned oil and gas wells for which
no responsible operator can be located or such operator has failed to maintain the well site in

accordance with state regulations,”

The price of oil has dropped to historically low levels and most operators are unable to afford the
increased financial security amounts promulgated in LR 41:952, Additionally, recent extensive
flooding has precluded operators from producing their wells and may require the use of
remaining assets to restore production. As the auditor’s report discussed “effective regulation”, if
these new rules continue to be enforced they will likely result in Conservation orphaning the
wells of these small operators, ultimately putting them out of business and thereby make the
environmental concerns created by orphaned wells more severe. This Emergency Rule suspends
the effect of these new rules until Conservation can review the matter further and amend the rule

to account for these unintended consequences.

In support of these reasons, Conservation has considered the testimony of stripper operators
before the House Natural Resources and Environment Committee, statements submitted and
made at several public meetings and rulemaking hearings held with regard to the rules,
statements submitted by Senators Barrow Peacock and Neil Riser on behalf of their constituents,
and Representatives Stuart Bishop, Charles “Bubba” Chaney, Richard Burford, James “Jim”
Morris, Mike Johnson, Terry Brown, and former Representative Henry Burns on behalf of their
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constituents, as well as various other petitions noting the objections of approximately 760
individuals and 96 oil and gas operators.

Conservation finds that this action at this time is necessary fo protect the public health, safety
and welfare of the people of the State of Louisiana, but that this action is truly only the first step
in working toward a more lasting solution to achieve the goals raised in the legislative auditor’s

report,

This Rule shall have the force and effect of law effective April 13, 2016 and will remain in effect
for 120 days, unless renewed by the Commissioner of Conservation, withdrawn by the
Commissioner of Conservation, or until permanent rules are promulgated in accordance with

law.

Title 43
NATURAL RESOURCES
Part XIX. Office of Conservation — General Operations

Subpart 1. Statewide Order No. 29-B
Chapter 1. General Provisions
§104. Financial security

A. Unless otherwise provided by the statutes, rules and regulations of the Office of
Conservation, financial security shall be required by the operator of record (operator) pursuant to
this Section for each applicable well as further set forth herein in order to ensure that such well is
plugged and abandoned and associated site restoration is accomplished. A compliance order
and/or civil penalty which has been timely satisfied shall not cause an operator to be considered a

non-compliant operator for the purpose of this Section.

1. Permit to Drill
a. On or after July 1, 2000, the applicant for a permit to drill must provide financial security
for such well in accordance with the following.

1. An operator who has exhibited a record of compliance with the statutes, rules, and

regulations of the Office of Conservation for a period of 48 months immediately preceding the
permit date of the well and who has no outstanding violations shall be exempt from providing
financial security under this Section,

ii. An operator who has not been a registered operator of record for a period of 48
months immediately preceding the permit date of the well in question shall comply with the
following.

(a).  An operator who has not previously been an operator of a well (drilling, drilled or
completed) shall provide financial security in a form acceptable to the commissioner prior to
issuance of a permit to drill.

(b).  An operator who has previously been an operator of a well (drilling, drilled or completed)
for less than the prescribed 48 months but has otherwise exhibited a record of compliance with
the statutes, rules and regulations of the Office of Conservation and who has no outstanding
violations shall provide financiat security in a form acceptable to the commissioner within 30
days of completion date as reported on Form Comp or Form WH-1.
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iii. An operator who has not exhibited a record of compliance with the statutes, rules,
and regulations of the Office of Conservation for a period of 48 months immediately preceding
the permit date of the well shall provide financial security in a form acceptable to the
commissioner prior to issuance of permit to drill.

2. Amended Permit to Drill/Change of Operator

a. Any application to amend a permit to drill for change of operator must be accompanied
by financial security in accordance with the following.
i An operator who has previously been an operator of a well for a period of at least

48 months immediately preceding the amended permit to drill date, who has exhibited a record
of compliance with the statutes, rules and regulations of the Office of Conservation and who has
no outstanding violations shall be exempt from providing financial security under this Section.
ii, Any operator who does not meet the criteria specified in §104.A.2.a.i above shall
provide financial security in a form acceptable to the commissioner prior to issuance of an
amended permit to drill.
3. Financial security in a form acceptable to the commissioner shall be provided prior to
issuance of a permit to drill or amended permit to drill to any operator which includes a primary
officer therein who is or was a primary officer of an operator assigned an orphan status,
4, The financial security requirements provided herein shall apply to Class V wells as
defined in LAC 43:XVIL103 for which an application for a permit to drill or amended permit to
drill is submitted on and after July 1, 2000, at the discretion of the commissioner.

B. Compliance with this financial security requirement shall be provided by any of the
following or a combination thereof
1. certificate of deposit issued in sole favor of the Office of Conservation in a form

prescribed by the commissioner from a financial institution acceptable to the commissioner. A
certificate of deposit may not be withdrawn, canceled, rolled over or amended in any manner

without the approval of the commissioner; or
2. a performance bond in sole favor of the Office of Conservation in a form prescribed by

the commissioner issued by an appropriate institution authorized to do business in the state of
Louisiana; or

3. letter of credit in sole favor of the Office of Conservation in a form prescribed by the
commissioner issued by a financial institution acceptable to the commissioner.

C. Financial Security Amount

L. Land Location
a. Individual well financial security shall be provided in accordance with the following.

<3000 "$2 per foot
3001-10000' $5 per foot
(> 10001 $4 per foot
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b. Blanket financial security shall be provided in accordance with the following,

< 10 18 25,000
11-99 $125,000
> 100 $250,000
2. Water Location—Inland Lakes and Bays—any water location in the coastal zone area as
defined in R.S. 49:214.27 except in a field designated as offshore by the commissioner.
a. Individual well financial security shall be provided in the amount of §8 per foot of well
depth.
b. Blanket financial security shall be provided in accordance with the following.
<10 $ 250,000
11-99 $1,250,000
> 100 $2,500,000
3. Water Location—Offshore—any water location in a field designated as offshore by the
commissioner,
a. Individual well financial security shall be provided in the amount of $12 per foot of well
depth.
b. Blanket financial security shall be provided in accordance with the following.
¥
< 10 $ 500,000
11-99 $2,500,000
> 100 $5,000,000
4, An operator of land location wells and water Jocation wells who elects to provide blanket
financial security shall be subject to an amount determined by the water location requirements.
5. The amount of the financial security as specified above may be increased at the discretion
of the commissioner,
D. A change of name by a compliant operator of record through acquisition, merger, or

otherwise does not preclude said successor operator from meeting the requirements for
exemption from financial security under this Section.

E. The commissioner retains the right to utilize the financial security provided for a well in
responding to an emergency applicable to said well in accordance with R.S. 30:6.1.
F. Financial security shall remain in effect until release thereof is granted by the

commissioner pursuant to written request by the operator. Such release shall only be granted
after plugging and abandonment and associated site restoration is completed and inspection
thereof indicates compliance with applicable regulations or upon transfer of such well to an
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exempt operator. In the event provider of financial security becomes insolvent, operator shall
provide substitute form of financial security within 30 days of notification thereof,

G Plugging and abandonment of a well, associated site restoration, and release of financial
security constitutes a rebuttable presumption of proper closure but does not relieve the operator
from further claim by the commissioner should it be determined that further remedial action is
required.

H. In the event that an operator has previously provided financial security pursuant to LAC
43:X1X.104, such operator shall provide increased financial security, if required to remain in
compliance with this Section, within 30 days after notice from the commissioner.

AUTHORITY NOTE: Promulgated in accordance with R. S. 30:4, et seq.
HISTORICAL NOTE: Promulgated by the Department of Natura! Resources, Office of
Conservation LR 26:1306 (June 2000), amended LR 27:1917 (November 2001), LR 41:952
(May 2015), amended LR?7?:..

Signed at Baton Rouge, Louisiana, this 14® day of April, 2016.

Richard P, Ieyoub
Commissioner of Conservati
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OFFICES OF

CYPRESS ENERGY CORPORATION
F.O,. Box 66769
BATON ROUGE, LOUISIANA Y0806
COYRIK: J. LANDRY, I, CPL; 225-343-1311 N. PETER DAvVIS, CPL

April 11,2016

Ms. Suzanne Hyatt

Office of Mineral Resources
P. 0. Box 2827

Baton Rouge, LA 70821-2827

-Re:  Proposed New Lease Form

Dear Ms. Hyatt:

In response to the Board’s soliciting of industry comment regarding the Proposed New
Lease Form in Resolution # 16-03-008, we would like to offer comments on the assignment and
audit records retention. Both of these are important and have the potential to greatly affect the
companies doing business on State lands, We appreciate the Board’s consideration of our

cormmeitts.
Assignment
We strongly support the adding of the following language to Article 4 of the Proposed
New Lease Form:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of any
understanding, agreement, language or reference set forth in the Assignment instrument,
does not release nor relieve the assigning/transferring Lessee from satisfying and
complying with any of its obligations accrued prior to Lessor approval date of such
Assignment arising under the terms, conditions, duties, responsibilities and/or obligations
required by this Lease. The assigning Lessee shall not be responsible for any obligations
its approved assignee/transferee accrues after the approval date of the Assignment in favor

of such party.

We understand that this language was in the versions of the lease form that the Staff recommended
for adoption at the Mineral Board’s meeting of February 10th and of January 2016. We also
understand that this language was included in numerous prior drafts. For some unknown reason,

it was deleted prior to the March Board meeting.

We strongly oppose the following provision that was added to the Proposed New Lease
Form after the March meeting as Article 4(D):

(D) An Assignment by Lessee, notwithstanding approval by Lessor, and regardless of
any understanding, agreement, language or reference set forth in the Assignment

FAX 225-343-2841
OYPRESS(@ OYPRESSLA.COM




instrument, and in accordance with the applicable provisions of The Mineral Code of the
State of Louisiana, does not release nor relieve the assignor(s) from satisfying and
complying with the terms, conditions, duties, responsibilities and/or obligations required
by this Lease.

Cypress Energy Corporation is an independent lease broker. As you know, a significant
percentage of the leases granted by the State are originally issued to lease brokers who never
undertake any operations on the lease. This service is an essential tool for assembling and
marketing of oil and gas interests; becanse the development of an oil and gas prospect can render
a particular area very valuable very quickly. Oil companies frequently need to maintain thejr
anonymity while lease acreage is being obtained. Lease brokers, like Cypress Energy Corporation,
provide a critical role in the leasing of State acreage, which then leads to development which
benefits the State. But that role would be severel y jeopardized if the State could turn to an original
lessee/lease broker (who never drills a single well) to satisfy future post assignment lease
obligations (e.g., payment of royalties, plugging wells, penalties, liquidated damages). Under the
language we request above, if a lease broker like Cypress Energy Corporation bid upon and
acquired a State lease and then assigned the lease to a client, if we did not undertake operations or
otherwise accrue obligations, we would not be responsible for post assignment obligations. To the
confrary, undet the Staff’s new proposed Article 4D), Cypress Energy Corporation arguably
would remain responsible for satisfying and complying with all of the terms, conditions, duties,
responsibilities and/or obligations post assignment for the life of the lease, even though it never
undertook any operations. We again urge the Board to include the above language in the Proposed

»

New Lease Form and not to use the provision inserted after the March meeting,

With respect to audit records retention, Cypress Energy Corporation also requests that the
Board set a time period (e.g., S or 6 years) for retention of records.

Sincerely,

GY CORPORATION
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D aviz Land & Exploration, Inc.
W4 Larry ¥. Davis, GPL % Phone: 601-565-9775

April 11, 2016

State Energy and Mineral Board
Lasalle Building, 8t Floor

617 N. Third Street

Baton Rouge, LA 70802
Attention: The Board

Dear Board Members:

I have been following with great interest the proposed changes to the
Louisiana State Lease form and have reviewed the recommendations by Ms.
Cynthia Nicholson and her colleagues and consider their suggestions to be
point on and in the best interest of the State as Lessor and the many
Lessee’s who do business in the Great State of Louisiana,

It is my suggestion and request that you consider fully the recommendations
as outiined by Ms. Nicholson, et al a copy of which Is attached to this letter.

With kindest regards, | am sincerely.

Davis Land & Exploration, Inc.

By: Lamy H. Davis, Sx.




Denbury6

April 11, 2016

State Energy and Minera! Board
Lasalle Building, 8" Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members:

This in response to the Board’s Resolution # 16-03-008 soliciting industry comment regarding the
Proposed New Lease Form. Denbury Onshore, LLC strongly supports the recommendations contained in
the Memorandum dated Aprit 6, 2016 from Cynthia Nicholson and Peck Hayne with the Gordon Arata
law firm and Tommy Smart with the Onebane law firm, regarding post assignment liability and audit
records retention. With respect to audit records retention, Denbury also requests that the Board set a

time period {(e.g. 5 or 6 years for retention of records.

Thank you for your consideration of these important issues.

Sincerely,

J. Greg Echnacke
Executlve Director

¥ pached }Aﬁw\t} regm A2\

 Subsldiaries Denbury Onshare, LLC * Denbury Green Pipeling-Texas, LLT » Denbury Gulf Coast Pipefines, LLE + Greencore Plpeline Company LLC

Denbury Resources Inc, 5320 Legacy Drive - Plano, Texas 75024 » Tel: 972,673.200G - denbury.com




DGC Energy DGC Enerdy LLC
&

202897 Brunning Road
Covington, LA 70435

Office of Mineral Resources
Louisiana State Mineral and Energy Board

Baton Rouge, Louisiana
April 8, 2016

Gentlemen,

We strongly support the recommendations proposed in the attached memorandum from
Cynthia Nicholson and Peck Hayne of Gordon, Arata, McCollam, Duplantis & Eagan,
LLC and Tommy Smart of Onebane Law Firm dated April 6, 2016 be adopted into the
proposed state lease form. It is difficult enough with existing leases to do business in our
state and, especially in hard economic times for the industry, it would be a mistake to
include any terms that discourage investment.

Yours truly, -

sy /Y }é‘ﬂ_
Cheryl R. Collarini
Manager and Owner
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E&B NATURAL RESOURCES MANAGEMENT CORPORATION

1984 North Highway 190
Covington, LA 70433
983-246-7700 office
985-246-7701 fax
Maerch 8, 2016
State Mineral and Energy Board
of the State of Louisiana
617 North Third Street -
LaSalle Building, 8th Floor

Baton Rouge, LA 70802

Ladies and Gentlemen:

E&B Natural Resources Managemont Corporation (E&B) urges the State Mineral Board
to include the following provision in the State lease form that it is currently considering for

adoption:

An Assignment by Lesses, notwithstanding approval by Lessor and
regardless of any understanding, agreement, language or reference set forth in the
Assignment instrument, does not release nor relieve the assigning/transferring
Lessee from satisfying and complying with any of its obligations accrued prior to
Lessor approval date of such Assignment arising under the terms, condifions,
duties, responsibilities and/or obligations required by this Lease. The assigning
Lessee shall not be responsible for emy obligations s approved
assignee/transferee accrues afier the approval date of the Assignment in favor of

such party,

The State Mineral Board’s Staff has included this same provision in the lease forms i was
recommended be adopted gt the last two State Mineral Board meetings in January and Febrnary,
We understand that this same provision was alse included in the Staff's drafls of January 10,
Jenuery 12, January 15, January 28 and February 5. Not until yesterday did the Staff delete this
previously-agreed to provision from its proposed draft, Its new draft is sl not posted on the
Mineral Board’s website,
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March 8, 2016

WasuggestthatboththeStzteworﬂdbewaybet_teraﬁ'inthelongnmvﬁthsucha
provision i its new lease and that omitting such & provision would be short-sighted, il
compenies are way more willing to invest time and moxey in a lease if they know beforshand
that they would be able to market and sell the lease down the line. In other words, the more
marketable a lease is, the more likely it is to be developed and thus the mote royalties and other
revenues the lessor (here the State) will likely be paid. Thus, the new lesse form should
encourage oil companies to spend their time and money on State lands rafher than elsewhere. In
short, this provision above encourages investment in Stete lands and in Louisians,

The need for such a provision is particularty important because the new lease form
includes many provisions that were not in the earlier forms and impose new burdens on lessees
State (such as for insurance, financial security, and penalties). Companies will be far more
willing to obtain leases with these new/additional burdens if they cari be assured that they won’t
be résponsible for breaches by their assignees for new operations. E&B has no problem with the
first sentence of the proposed provision: if E&B drills a well, it should remain responsible for
seeing that the well is properly P&A’d if an assignee does not do so. In this regard, we note that
the new Jease form gives the State Mineral Board added grounds for approving or disapproving
an assignment if a proposed assignee lacks financial or technical capabilities; so the new form
protects the State in many ways that the old lease forms did not.

Sincerely,

E&B Natural Resources

G. R. “Bud” Tippens
¢c.:  Suzanne Hyatt

Stacey Talley
Cynthia A, Nicholson




ENVIRORMENTAL SERVICES
]

148-A Easy Streel, Lalayette. {ouisiana 70508
Fost Office Box 80728, Lafayeite, Louisiana 705986-0728
Phone: (337) 264-9810 Fax: (337} PB4-98158

April 8, 2016

State Energy and Minerai Board
Lasalle Building, 8th Floor

617 N. Third Streer

Baton Rouge, 1.A 70802

Attention: The Board Re: Proposed State Lease Form Articles 4D) and 10{A) of OMR’s 3/16
Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form, EDI Environmental Services, Inc, (EDD) strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from Cynthia
Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the

Both of these issues are very important to us and others in onr i ndustry.

Sincerely,
EDY Envireonmental Services, Inc,

A

Clayton Courville
President

Copyright © 2016 LOGA, All rights reserved.
You are a member or affiliated with LOGA

¥ AHadhed Mene rdipa




5465 CARGHDELET STReET

NEw ORLEANS, LOUISIANA 7QI30-3588

EowarD B, PorrgvenT, |l

DIRECT DIALH 15044) 5880885

DIREST Fax: (804) 5060680

E-Mdil: spciteveri@storeplgman.com

April 7, 2016

Statc Energy and Mineral Roard

l.asalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of

OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Bowd’s Resolution # 16-03-008,
soliciting industry comment regarding the Proposed New Lease Form. T strongly
support the reccommendations contained in the attached Memorandum, dated April
6, 2016, from Cynrhia Nicholson and Peck Hayne, with the Gordon Arata Law
Firm, and Tommy Smart with the Onebanie Law Firm, regarding post assignment
liability and audit records retention. With respect to audit records retention, T also
request that the Board set a lime period (e.g,, 5 or 6 years) for retention of records.

Both of these issues arc very important to us and others in our

indusiry.
Sincetely, “
‘” i’_—_ ::: . o ‘,_,,_.4«-»“"".‘}.”".-‘ » "P-
e, ‘:;- - & R
Ldward B, Poitevent, 1T
EBP 1 ak
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1 SANCTUARY BLVD
STE 300

MANDEVILLE, LA 70471

April 8. 2010

state Enerey and Mineral Board
Lasalle Building, 8th Floor

617 N, Third Streep

Baton Rouge, 1A 0802

Attention: The Bourd Re: Proposed State Lease Form Articles I and (A of OMR's
3716 Dratt

Dear Board Members:

This is in response to the Board's Resolution & 16-03-008, soliciting industiv comment
regarding the Proposed New Lease Ferny Energy Properties Ine, strongly supporls Lhe
recommendations contained 1 the attached Memorandun, dated April 6. 2016, from
Cynthia Nicholson amd Pock Havne. witl: the Gordon Arata Law ¥ rny, and Tommy
Smart with the Onebune Law Firn, regareding posi assigiment lability and audit
records retention. With respect o audit recards retontion, Energs Properties. Ine. alse
requests that the Board set 4 time peviod tng,, 5 01 6 vears) for retention of records,

Both of these issites wre YOIy itportant s und others in our industry.

Sincerely,

C. Wilev Ginn

¥ Attache Mein orspndiar

(504} 835-4546
(985) 233-8404




(@rgyxx;

1021 Main {One City Centye)

Suite 2626

Houston, Texas 7rong

Tel 13-351.5000 Fax 719, 3513300
www,energyxxi.com

April 11, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N, Third Street

Baton Rouge, LA 70802
Attention: The Board

Re: Proposed State Lease Form Articles a4(D) and 10{4) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Energy XX1 strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from
Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart
with the Onebane Law Firm, regarding post asgignment lability and audit records
retention. With respect to audit records retention, Energy XXI also requests that the
Board set a time period {e.g., 5 or 6 years) for retention of records,

Both of these issues are very important to us and others in our industry.
Sincerely,

AL S

Ben Marchive II
Vice President, Land

% Bibached Memerandu




ENERVEST

State Energyand Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D} and 10{A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding the Proposed New
Lease Form. EnerVest Operating strongly supports the recommendations contained in the attached Memorandum,
dated April 6, 2018, from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with
the Onebane Law Firm, regarding post assignment liability and audit records retention. With respect to audit records
retention, EnerVest Operating also requests that the Board set a time period (e.g., 5 or 6 years) for retention of records.-

Both of these issuas are very important to us and others in our industry,

Sincerely,

=

Ronald P. Whitmire
Vice President & Chief Administrative Officer

% A'H'Q d\’v( ,J\t b rar\,ﬁqﬁz\
EnERVEST, LTD.

1001 FANNIN STREET, SUITE 800 « HOUSTON, TEXAS 77002-6707 » 713.659.3500 « Fax 713.650.3556 « wwW,ENERVEST.NET
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ENERGY VENTURES Houston, Texas 77002
Main: 713-335-7000

WWW.enven.com

April 11, 2016

Louisiana State Mineral and Energy Board
Lasalle Building, 8" Floor

617 N. Third Street

Baton Rouge, LA 70802

Atin: The Board

Re:  Ratification of Memorandum
Comments to Articles 4(D) and 10(A) of OMR’s 3/16 draft of proposed State Lease Form

Dear Board Members:

In response to Resolution No. 16-03-008 adopted by the State Mineral and Energy Board on March
9, 2016 and the draft of the proposed State Lease form posted to the Department of Natural
Resources’ website on March 16, 2016, EnVen Energy Ventures, LLC hereby fully supports and
ratifies the recommendations set forth in the attached Memorandum dated April 6, 2016 from
Atrorneys Cynthia Nicholson, Peck Hayne, and Tommy Smart. We ask that you consider adopting
the recommendations of said Memorandum to encourage future leasing and development of state
lands for mineral exploration and production.

We appreciate your time and consideration.

Best regards,
EnVen Energy Ventures, LLC

i T

Nick Gibbens
Vice President — Land & Business Development

Encl.

¥ Adbachad Mems andua-




[EIDWOOD FNERGY

April 11, 2016

State Enevgy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Strest

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members;

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding the
Proposed New Lease Forimn. Fieldwood Energy, LLC strongly supports the recommendations contained in
the attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the
Gordon Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment
liability and andit records retention, With respect to audit records retention, Fieldwood Energy, LLC also
requests that the Board set a time period {e.g., 5 or 6 years) for retention of records,

Both of these issues are very important to us and others in our industry.

Sincerely,
- —e
= / 7
Shannon Savoy
Vice President — Produetion

¥ Artuchet Maimoanditin

Fieldwood Energy LLC + 2014 W Pinhook Rd., Suitc 800 + Lafayette, LA 70508
(337) 354-8000 main = (337) 354-8052 furx




FREEPORT-RICMIORAN
OIL 8. GAS

Freaport-MeMoRen Ol & Gas Talephone: 713-578.8000
17 Toxas Avenue, Suilta 2100
Houaton, TX 77002

April 8, 2016

Ms. Suzanne Hyatt

Office of Mineral Resources
P, 0. Box 2827

Baton Rouge, LA 708212827

Re:  Proposed New State Lease Form

Dear Ms, Hyan:

This letter is in follow-up to our letter of March 8, 2016 submitted before the State Mineral and
Energy Board (“Board”) March meeting and is submitted in response to the Board's Resolution # 16-
03-008, soliciting industry comment on four remaining issues regarding the Proposed New Lease
Form. Bince the March Board meeting, a revised version of the Proposed New Lease Form hus been
posted. We are commenting on two of these issues, assignment and audit records retention. Before
commenting, we wish to reiterate that we very much appreciate the Office of Mineral Resources
("OMR”) considering the comments of Freeport-McMoRan Oil & Gas (“FM O&G”) throughout this
process. Our comments have been submitied in the spirit of cooperation, towards producing a balanced
lease form, protecting the State’s interests in a framework workable for industry,

By way of background, our prior letter addressed the striking from the Proposed New Lease
Form immediately prior 1o the March Board of the following assignment provision (the “Original

Assignment Provision”):

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of any
understanding, agreement, language or reference set forth in the Assignment instrument,
rele or_relieve the assigning/irangferring Lessee from satisfring and

complying with any of its it ¥ of such
Assignment arising under the terms, conditions, duties, responsibilities and/or obligations

required by this Lease. The assigning Lessee shall not be responsible for any obligations

lts approved assignee/transferee accrues afler_the approval date of the Assignment in
favor of such party, (emphasis added)

This Original Assignment Provision had been included in the versions of the Proposed New Lease

Form recommended by Staff at the February 10th and January 2016 Board meetings, and had
been present in a number of prior drafis, It was redacted shortly before the March meeting.

Under the Original Assignment Provision, it was clear that an assignor remained responsible

for obligations which accrued prior to assignment approval {e.g., it remained responsible for wells it
drilled during its ownership and walch), but was not responsible for obligations accruing afier

34148543




assignment approval (e.g., it was not responsible for wells dritled by assignees over which it bad no
control). Striking this provision removed that clarity, leaving an assignor open 1o a claim for
potential future liability of its assignees and other successors in title, From the lessec/assignor’s
standpoint, this was even more problematical given the more onerous nature of the Proposed New

Lease Form, when compared to the current State lease form.

When the revised Proposed Lease Form was posted afler the March meeting, the
following provision had been inserted as Article 4(D)) (“New Assignment Provision™):

(D) An Assignment by Lessee, notwithstanding approval by Lessor, and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, and in accordance with the applicable provisions of The Mineral Code of the
State of Louisiana, does not release nor relieve the assignon(s) from satisfving and
complying with the terms, conditions, duties, responsibilities and/or obligations required

by this Lease.

While this provision is unclear as written, it appears as though it may have been iniended to
expressly provide that the assignor remains responsible even for oblipations accruing after the

approvat of the assignment,

We reiterate that it is important to use the language contained in the Original Assignment
Provision. While that language is not in the lease form currently being used by the State, the
Proposed Lease Form contains many new provisions not in the current form, which provide the
State with additional protection and place greater burdens on lessees, including insurance
requirements (Article 16}, financial security requirements (Anticle 15), the ability of the Board to
disapprove an assignment if the proposed assignee lacks sufficient financial or technical
capabilities (Article 4(D)), and numerous additional penalty and liquidated damages provisions.
Because of the many new administrative provisions contained in the Proposed Lease Form, it is
much more important to draw a clear line between an assignor and an assignee with respect to

responsibility for obligations,

We also suggest that this language is in the State’s best interests ns well. With the New
Assignment Provision, companies will be much less inclined to take new leases from the State
and any leases that are obtained will be much less marketable, This is because compantes will ba
concerned about their potential liability, not for their own operations and activities, but for future
operations and sctivity by their assignees and successors in title, If fewer leases are taken or if
companies elect to abandon operations prematurely rather than assigning, then thers will be less
bonus, rentals and royalties accruing to the State’s benefit and there will be less overall economic
activity which would otherwise benefit the State. We also note that this new form is being
implemented at & time where overall oil and gas activity is virtually nonexistent and given our
State’s litigation issues (e.g., legacy lawsuits) many companies are already reluctant to do

business in Louisiana.

We also note that the Original Assignment Provision is consistent with the effect of an

assignment of a federal offshore leass, where an assignor of a federal offshore lease is
responsible only for lease obligations that accrued before the time of the assignment and is not

3414854.1




responsible for any Jease obligations that accrue afier the assignment, See 30 C.F.R.
§ 556.62(d)-(e). The New Assignment Provision would impose greater liability on State lessees
than federal lessees, putting the State at a competitive disadvantage.

We respectfully request that the Board include the Original Assignment Provision in the

new State Lease form,
Audit Records Comment

Under the Proposed Lease Form, = lessee is required to maintsin any and all records
relative to the calculation and payment of royalties and other sums due by the lessee forever.
This requirement is totally inconsistent with standard industry record retention policies. During
industry meetings with Staff, it is our understanding that they have refused to agree ta limit the
records retention period. It is our understanding that in these meetings the Staff has indicated
that once an audit has been finalized, thei, as matter of policy, they no longer require those
records be retained. We respectively request that a set time period for record retention be

included in the audit provision (e.g. 5 or 6 years) or, in licu thereof, that an express records
retention exception be inserted for records pertaining to an audit that has already taken place,

Thank you again for considering our input.

3414854.1
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April 8, 2016

State Energy and Mineral Board

Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, Louisiana 70802

Aftention: The Board

Re: Proposed State [.ease Form Ariicles 4(D) and 10(A) of OMRs 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form. The undersigned, Andrew M. Adams. strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from Cynthia
Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the
Onebane Law Firm. regarding post assignment liability and audit recorde reteniion. With respect
1o audil records retention, the undersigned also requests that the Board set a time period (e.g., 5

or 6 vears) for retention of records.

Both of these issues are very important to us and others in our industry,

Sincerely,
By: M /V'l

Andrew M. Adams

% WHAA Uermeorantin




HAROLD J. ANDERSON, INC.

Independent Petroleum Landmen
381 Highway 21, Sulte 205 2200 Pakenkem Drive
Madisonville, Lonisiana 70447 Chalmette, Loulsiana 70043
Telsphone (504) 276-5858 Facsimile (504) 277-8502
) March 8, 2016

State Mineral and Bnergy Board
617 North Third Strest .
LaSalle Bujlding, 3th Floor

Baton Rouge, LA 70802

Ladies and Gentleman;

1 am the president of Herold J. Anderson, Inc., and Kare-Sue Energy, Inc.,, which have
been providing land services in Louisiana for almost fifty years, Among the valuable servioes
we provide i3 bidding for and obtaining new State leases on behalf of oil company clients, On
behelf of Harold J. Anderson, Ino,, Kare-Sue Bnergy, Inc,, and our many oil company clients, I
am writing to urge that the Mineral Board include the following provision in the new State lease

form the Mineral Board is considering;

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of
any understanding, agreement, language or reference set forth in the Assipnment
instrument, does not release nor relieve the assigning/transferring Lessee from

- satisfying and complylng with any of its obligations accrued prior fo Lessor
epproval dafe of such Assignment erising under the terms, conditions, duties,
respensibilities and/or obligations required by this Lease, The assigning Lessee
shall not be responsible for any obligations its approved assignee/ransferee
accrues afier the approval date of the Assigmment in favor of such party,

This is the same provision that was in the form of lease that the OMR Staff recommended at the
Mineral Board’s meetings both In Jamary and February 2016,

As T'm sure the Mineral Board recognizes, a significant portion of the leases ganted by

‘the State are originally issued to land brokers who never undertake any operations on the leass,
This service is an essential fool for the merketing of oil and gas interests, Because the
development of an oil end gas prospect can render a particular area very valuable very quickly,
oil companies frequently need to maintain their anonymity while lease acreage is being obtained
80 that “fres Ioaders” don’t scoop up leases when they leamn that one or another particular ofl
compeny has a prospect in ar area. In short, land service companies such as Harold J, Anderson,
“Ine. provide a critical role to help develop State acreage. But that role would be severely
Jeopardized if the State could turn to an original lessee-land service company (who never drills
- single well) to satisfy some unpaid royalty or o plug some well that a subsequent oil company
assignee may not properly pay or plug years afier the lease was granted, [While Staff hes
suggested that it would “never” seek to go.against a broker, I respectfully suggest that this is not
a guarantes; Staff end Minetal Board members may change over time and of course can also

change their mind if the language is not in the lease form itself)]




State Mineral and Energy Board
March 8, 2016
Page2

Purther, oil companies such as my clients will be far Jess willing to bid for or otherwise
irivest in State leases if they know that they could be held responsible for new wells that some
other company down the chain-of-title years while might incur and not satisfy. In short, I believe
that this proposed languags is very much in the State’s best, long-term interests, Without such
language, oil companies will be much less inclined to take new leases from the State and instead
will be more inclined to invest their time and money elsewhere; that in tum would lead to less
royalty and other revenues paid to the State and thus to Jess overall ol and gas activity in

Loissiana,
In sum, I urge the Mineral Board to include such & provision in whatever new lease form
it may adopt,
Yours truly,

Harold J, Anderson, Inc,
Harold J. erson, Président

co.: Cynthia A, Nicholson
C. Peck Hayne Jr. '




HELIS OIL & GAS COMPANY, L.L.C.
228 8T. CHARLES AVENUE, SUITE 912
NEW ORLEANS, LOUISIANA 70130
Facsimile:

Telephone:
{504) 522-6486

{504) 523-1831
April 7, 2016

State Energy and Mineral Board
Lasalle Building

8 Floor

617 N. Third Street

Baton Rouge, Louisiana 70802

Attention; The Board

RE: New Louisiana State Lease Form — March 16, 2016 Draft
Memorandum of April 6, 2016

Gentlemen:

This letter is in response to the attached Memorandum of April 6, 2016 prepared by
Cynthia Nicholson and Peck Hayne with the Gordon, Arata Law Firm and Tommy Smart with
the Onebane Law Firm regarding the New Louisiana State Lease Form ~ March 16, 2016 Draft.
We ask that you consider strongly the recommendations in said Mermorandum.

Should you have any questions and/or comments, please contact me directly at (504) 681-

3321 or via my email address at dstclair@helisoil.com.

Very truly yours,
HELIS OIL & GAS COMPANY, L.L.C.

DPS:lis
Altachment
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Hilcorp

April 8, 2016

State Mineral and Energy Board
LaSalie Building, 8th Floor

617 North Third Street

Baton Rouge, LA 70802

Dear Board Members:

As one of the State’s largest oil and gas producers, Hilcorp Energy Company writes to
comiment on the new form of State lease (0 be considered by the Board at its May 2016 meeting,
As we have previously written to the Board, we are again urging the Board to include in this
lease the following provision (referred to as the “Original Provision™ which was in the form of
lease that the Staff recommended for approval at the Board’s meetings of both January 13, 2016
and February 11, 2016);

An Assignment by Lessee. notwithstanding approval by Lessor and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, does not release nor relieve the assigning/transferring Lessee from
satisfying and complying with any of its obligations accrued prior to Lessor
approval date of such Assignment arising under the terms, conditions, duties,
responsibilities and/or obligations required by this Lease. The assigning Lessee
shall not be responsible for any obligations its approved assignee/transferee
accrues after the approval date of the Assignment in favor of such party.

The current form prepared by the Staff now includes the following new provision (*New
Provision™):

An Assignment by Lessee, notwithstanding approval by Lessor, and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, and in accordance with the applicable provisions of The Mineral Code
of the State of Louisiana, does not release nor relieve the assignor(s) from
satisfying and complying with the terms, conditions, duties, responsibilities and/or
obligations required by this Lease.

We note neither the Original Provision nor the New Provision is in the State’s current or
prior lease forms. Consistent with the goal of providing more clarity to all parties. we believe an
express provision on what obligations an assigning party is or is not responsible for is important
to help “belter serve and encourage™ both prospective lessees and the State, As explained below,
we believe the Original Provision fully serves this goal, but the New Provision (or including no
provision) would have the exact opposite effect and thus ultimately would be a disservice to both

lessees and the State.

We also suggest the Original Provision language is very much in the State’s best, long-
term interest. Without such language, Hilcorp and other oil companies will be much less

P Bes BII2%, vousian, TH PDU0E-1029 0 1111 Travia Stroot Hpuston, TH FTOG2
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State Mineral and Energy Board
April 8, 2016
Page 2

inclined to acquire new leases from the State and instead will be more inclined to invest their
time and money elsewhere (thus reducing the royalty and other revenues payable to the State),
In short, the failure to include the Original Provision language will make leasing from the State
far less marketable and commercial.

The assignability and marketability of mineral leases has been a crucial component of oil
and gas development in Louisiana. The more marketable a State lease is, the more royalties and
other revenues the State ultimately stands to take in; while the absence of a provision such as
here might benefit the State in a single individual case, sitnple economics and market dynamics
dictate the complete opposite as an overall, global matter. It is no secret the major oil companies
have all but completely stopped leasing any State lands. That is not good for the State; the Board
needs to be encouraging oil companies to spend their time and money on State lands (not in other
states and elsewhere). A provision such as the one we urge the Board to adopt would help return
Louisiana to a premiere oil and gas leader in our nation.

Although this proposed language is not in the State’s current or prior lease forms, the
proposed new lease form contains many provisions that were not in the earlier forms and protect
the State: for example, the proposed new lease form requires the lessee to maintain insurance
(article 16) and other financial security (article 15) and also expressly allows the Board to
disapprove an assignment for various reasons such as if the proposed assignee lacks sufficient
financial or technical capabilities (article 4(E)). Further, the new lease form contains numerous
provisions on penalties and liquidated damages that were not in the prior forms. Thus, the -
inclusion of the language above would be much more significant now than it was in the past.

We also note that bright-line provisions such as the one proposed have long been
recognized for federal offshore leases, which provide that an assignor of a federal offshore lease
is responsible only for lease obligations that accrued before the time of the assignment and is not
responsible for any lease obligations that accrue only after the assignment. See 30 C.F.R.
§ 556.62(d)~(e) (formerly codified at 30 C.F.R. § 256.62(d)-(e)).

We also urge the Board to add a limitation to article 10 of this proposed lease form,
These provisions concerning the Lessor’s right to audit our records and require us to maintain
our records with regard to this lease forever regardless of whether or not, an audit has already
been conducted or the Board has approved an assignment of all our rights in such lease years
earlier. Hilcorp’s records retention policy provides that we retain our records for 7 years and in
this regard, we note that the relevant federal laws only require such records to be kept for six
years. We urge the Mineral Board to revise the lease form to limit the records retention o six
years, instead of the unreasonable requirement of record retention forever.

In short, Hilcorp urges the -Board to revise the lease as set forth herein,




State Mineral and Energy Board

April 8,2016
Page 3
Sincerely,
Hilcorp Energy Company
By: M
Curtis D, Smith

Vice President, Land




HOUSTON ENERGY, LP,

1200 Smith St., Suite 2400 s
Houston, Texas 77002

Phone: (713) 650-8008 I
Fax: (713) 650-8305 —

hsuire@houstonenergyine.com HOUSTON ENERGY

April 11, 2016

State Energy and Mineral Board
Lasalle Building, 8% Floor

617 N. Third Street

Baton Rouge, LA 70802

Attn: The Board

Dear Board Members,

Our company, Houston Energy, L.P., has been an active exploration company in South Louisiana,
purchasing or causing to be purchased many State of Louisiana oil and 2as leases. We have been
extremely successful in finding oil and gas on these acquired state leases leading to tens of millions of
dollars in revenue for the state. For example, our most recent diseovery on lands owned by the state in
Terrebonne Parish was operated by Hilcorp Energy Company and is currently producing
approximately 25 mmef/d and over 400 bo/d from a lease wherein the state has a 23% Net Revenue

Interest.

We are extremely concerned with some of the clauses in the new proposed State of Louisiana oil and
gas lease. We hereby join in and ratify the Memorandum written to the Office of Mineral Resources
by Cynthia Nicholson and Peck Hayne of Gordon, Arata, McCollam, Duplantis & Egan, LLC law
firm. 1 have attached the Memorandum hereto this letter for reference. Without the state adopting the
changes proposed by Ms. Nicholson and Mr. Hayne, the industry will certainly suffer causing us to
reconsider our level of activity on lands owned by the State of Louisiana,

We respectfully ask that you heavily consider the changes being proposed and act accordingly, Thank
you in advance for your time and consideration i

s matter,
Sincergly, //

P. David Amend
Sr. Executive Vice President

Houston Energy, L.P.

% QHhachef Memorandu




HPS OIL & GAS PROPERTIES, INC.

118 DEMANADE, LAFAYETTE, LA 70503 * PO, BOX 52149, LAFAYETTF, LA 70505

v r——
33772321200
FAX 337/233-07493

Gary L Salmon
President

April 7, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802
Altention: The Board

Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form. HPS Oil & Gas Propertics, Inc. strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from Cynthia
Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the Onebane
Law Firm, regarding post assignment liability and audit rocords retention, With respect to audit
records retention, HPS also requests that the Board set a time period (e.g., 5 or 6 years) for retention

of records.

Both of these issues are very important to us and others in our industry,

Sincerely,

«f 4
M»ﬁj%_? A i

Homae

Gary L. Salnion
President

¥ A Hucked Mebnorandam




Suanne yatt

From: Suzanne Hyatt

Sent: Thursday, April 14, 2016 11:29 AM
To: Suzanne Hyait

Subject: opinion on new state lease form

From: Phyllis Darensbourg On Behalf Of LDNR Public Information
Sent: Friday, April 08, 2016 9:29 AM
To: David Boulet; Stacey Talley; James Devitt

Cc: Randi Fracassi
Subject: FW: opinion on new state lease form

Piease see the email below sent to DNR Public information mail for Board.

Phyllis F. Darenshourg

DNR Public Information Director
La. Dept. of Natural Resources
LaSalle Office Building-12t floor
617 North 3 St,

Baton Rouge, La. 70804

Office — 225-342-8955

Fax- 225-342-3442

Hy land

A

losteact: 9. LLC

From: Patia LaCour [mailto:hylandabstracting@hotmail.com]

Sent: Friday, April 08, 2016 8:04 AM
To: LDNR Public Information
Subject: opinion on new state lease form

State Energy and Mineral Board
Lasalle Building, 8t Fioor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board

Dear Board Members:

Re:  Comments to Articles 4(D) and 10(A) of OMR’s 3/16 draft of proposed State Lease form

In response to Resolution No. 16-03-008 adopted by the State Mineral and Energy Board (the
"Board") on March 9, 2016, we submit the following comments to the draft of the proposed State
Lease form posted by Staff of the Office of Mineral Resources ("OMR") on the Board's website on

March 16,2016 (the ”3/16 Draft").”

When it posted the 3/16 Draft on the Board's website, Staff recognized the importance that
leasing of State lands has for our State and thus the importance of the State Lease form actually

used for [easing State lands:




We sincerely hope that this New Lease Form will better serve and encourage
prospective leaseholders to take advantage of the opportunity to lease state
acreage for mineral exploration and production within our great state of

Louisiana,

As mineral leasing has long been a crucial source of funding and jobs for our State, we fully
agree that it is critical that this new lease form actually "better serve and encourage” prospective
lessees. In other words, any new lease form must not only protect the State, it must also encourage
parties to want to lease State acreage. A new lease form that favors the State on every point is
ultimately self-defeating if it is so onerous that it discourages parties from taking new leases.

The 3/16 Draft is a vast improvement-for both our State and industry-from the initial draft
proposed over a year ago. The three of us are very appreciative of the time, effort and support
that Staff has shown in working with us on this important task for our State. The Staff has
incorporated many of the clarifications, additions and changes that we have requested,

While the three of us generally provide legal advice to and
represent different parties in the oil and gas industry in Louisiana {including before the Board and OMR) and
thus while our perspectives generally are aligned with many industry participants (including large and small oil
companies; broker and land service companies; and lenders and investors), we submit these comments below
only as concerned Louisiana citizens, as the three of us cannot speak for all industry participants. Thus, other
industry participants and other interested parties may also have other comments or concerns about the 3/16

Draft.




Nonetheless, as indicated below, we belicve that there remain two provisions in the 3/16
Draft that should be changed in order to accomplish this stated goal to "better serve and
encourage” the further leasing of State lands for mineral exploration and production. As
explained below, we believe that Article 4(D) as first added by Staff in its 3/16 Draft and Staffs refusal
to include a sentence in Article 10(B)would be a major deterrent to this stated goal and are otherwise

unfair and inappropriate.

Although the 3/16 Draft would impose many other, new obligations and requirements for leaseholders,
we believe that those new obligations and requirements would be acceptable if our two requested changes
discussed below are made; however, without our two requested changes below, we fear that the 3/16 Draft as
currently drafted would result in far more harm to the State in lost leasing opportunity and revenues than any

good to the State.

1. The Assignment provisions in Article 4(D)

We urge that the following paragraph, which Staff first proposed in this 3/16 Draft, (the "New
Provision"} be deleted from Article 4(D) on page 9 and that the following, previously agreed-to paragraph
(the "Original Provision”) be re-inserted in its place:

NEW PROVISION:

An Assignment by Lessee, notwithstanding approval by Lessor, and regardless of any
understanding, agreement, language or reference set forth in the Assignment instrument, and in
accordance with the applicable provisions of The Mineral Code
of the State of Louisiana, does not release nor relieve the assignor(s) from satisfying and
complying with the terms, conditions, duties, responsibilities and/or obligations required by this

Lease.

ORIGINAL PROVISION:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of any
understanding, agreement, language or reference set forth in the Assignment instrument,
does not release nor relieve the assigning/transferring  Lessee  from
satisfying and complying with any of its obligations accrued prior to Lessor
approval date of such Assignment arising under the terms, conditions, duties,
responsibilities and/or obligations required by this Lease. The assigning Lessee
shall not be responsible for any obligations its approved assignee/transferee
accrues after the approval date of the Assignment in favor of such party.

The exact language of the Original Provision is in the draft that Staff recommended the Board adopt at its
February 10th meeting (and also in the earlier draft that Staff similarly recommended
the Board adopt at its January 13th meeting). In fact,

this exact language of the Original Provisions was in the Staffs drafts of January 10th, January 12th,
January 15th, January 28th and February Sth; this February 5th draft was also posted on the Board's website
available for any interested party to review, Not until its February 17th draft (that is, after the February Board
meeting) did Staff propose deleting the second sentence of the Original Provision and not until its March 7th
draft (two days before the Board's March 9th meeting) did Staff delete the entire Original Provision that it

had previously agreed to. Then, in its 3/16 Draft, Staff has now entirely deleted all of the Original

Provision (even the first sentence, which favors the Staff's interests) and instead substituted the New
Provisionin its place.




We note that neither the Original Provision nor the New Provision is in the State's current or
prior lease forms. Consistent with the goal of providing more clarity to all parties, we believe that an express
provision on what obligations an assigning party is or is not responsible for is important to help "better serve
and encourage” both prospective lessees and the State. As explained below, we believe that the Original
Provision fully serves this goal, but that the New Provision (or including no provision) would have the exact
opposite effect and thus ultimately would be a disservice to both lessees and the State,

This new lease form imposes many more obligations-including particularly for penalties and liquidated
damages-that were not in prior lease forms, Further, the new lease form also contains many significant
provisions that greatly protect the State but were not in any earlier lease form. For example the proposed

lease form provides as follows:

. Article 16 contains detailed provisions for the lessee to maintain Hability
insurance naming the State as an additional insured, and also imposes damages of

$100/day for not complying with these provisions.

. Article 15 contains detailed provisions for the lessee to provide further financial
security for plugging and abandonment and associated site restoration.

. Article 4(E) now expressly provides that the proposed assignment may be
disapproved "if, in the Lessor's reasonable opinion, the proposed assignee/transferee
lacks the necessary financial capacity to meet the obligations required by this Lease
or technical capacity to sustain reasonable development of the Leased Premises.”

In short, the proposed new lease form has numerous new provisions to protect the State with respect to
assignees and also provides for numerous new penalties and liquated damages in the event of a breach. A
lease broker who helps obtain a new lease (or another original lessee) should not have to worry about
penalties or other liabilities that any assignee (much less one distantly down the chain-of-title such as 20
years later) may incur for new wells drilled or facilities installed and new production obtained years after

the Board approved their assignment,

Indemnification provisions are some of the most significant provisions in a lease for both a lessor and
a lessee. The 3/16 Draft contains both an environmental damage indemnification (Article 14(B)) and a
general indemnification (Article 21). In both of these provisions, the Lessee must provide such
indemnification not only for its own actions but also those of its officers, employees, agents,
representatives, contractors, subcontractors, licensees and invitees. When Staff raised concerns regarding
the obligations of the assignees, the parties agreed to include in both of these sections a provision that the
Lessee shall also indemnify the Lessor for any acts of its assignees provided that the assignment in favor of
such assignee has not yet been approved by the Board, The parties agreed to these modifications and
limitations on the indemnify because they had already agreed that a Lessee would not be responsible for any
new wells drilled or structures installed by its assignee after the assignment was approved by the Board
not have any responsible for the assignee's breach of its obligations under the lease. In accordance with the
parties' agreement, the Original Provision clearly provides that the Lessee
retains responsibility for all of its accrued obligations after the Board's approval of its
assignment. However, the New Provision does not even clearly recognize this obligation and instead refers

to satisfaction of lease terms and duties.

Significantly, we believe that including the New Provision instead of the Original
Provision (or not including any provision at all} will make leasing from the State far less marketable
and commercial and thus will ultimately disserve both the State and the industry. As we all know, the majors
have all but given up on holding State leases; by omitting the Original Provision (and, even more, by
including the New Provision), the State can almost guarantee that the majors will continue to avoid developing
State acreage. Particularly for times like now when it is very difficult to entice companies to drill oil and

4




gas wells anywhere in Louisiana, we believe that the Board should not be using a lease form that would
discourage oil companies from wanting to operate in Louisiana as opposed to spending their money and
efforts elsewhere. If an assignor would be liable for new/future operations of an assignee (in which it had no
participation) and any penalties or liquidated damages that an assignee may incur, assignors will overall be
less willing to assign leasehold interests and instead will be more inclined simply to let leases lapse (thus

bringing in no revenue to the State).

Moreover, we note that the concept set forth in the Original Provision would not be unique to
State leases. The federal regulations for offshore oil and gas leases have long provided that an assignor of a
federal offshore lease is responsible only for lease obligations that accrued before the time of the assignment
and is not responsible for any lease obligations that accrue only after the assignment. See 30 C.F.R. §

556.62(d)-(e) (formerly codified at 30 C.E.R. § 256.62(d) (c)).

Inthe 3/16 Draft, the New Provision was included for the first time. This provision provides that,
notwithstanding the State’s approval of an assignment, the assignor is not released or relieved from satisfying
the terms and obligations of  the Lease. But this provision does not
specify or address what those obligations are and could be construed to infer that a Lessee remains
responsible for each and every subsequent lessee's failure to comply with its obligations. For example, if an
approved lessee fails to maintain the required insurance, under this provision it appears that a broker who was
the original lessee twenty years earlier would be responsible for the liquidated damages owed due to such
failure under Article 16(f). This result is clearly inconsistent with the parties' intent as this lease draft has

been negotiated under the past several months.

As we appreciate the provisions of the Mineral Code relating to assignments, we believe that the law is
unclear on exactly what obligations an assignor would or would not be responsible for. While Mineral Code
article provides that "[a]n assignor or sublessor is not relieved of his obligations or liabilities under a mineral
lease unless the lessor has discharged him expressly and in writing," it does not specify whether these
obligations and liabilities include ones that do not accrue until after the assignment. We believe that the
Original Provision directly addresses what the law does not expressly and clearly provide, and thus avoids
potential disputes between the parties: the first sentence of the Original Provision favors the State by clearly
articulating what the assigning party remains respensible for, and conversely the second sentence articulates
what the assigning party is not responsible for. Under the Original Provision, it is clear that the
assigning party will remain responsible, for example, for abandoning any wells or facilities it built and for
payment of royalties on all production that it produced and conversely that the assigning party will not be
responsible for a new well that an assignee might later drill.

2. AUDIT: As we have previously discussed during the negotiation of this new lease form,
the staff has insisted that the lease form provides that a Lessee shall maintain any and all records "relative to is
calculation and payment of royalties and other sums due by Lessee

hereunder" forever. This requirement is totally inconsistent with standard industry record retention
policies and problematical for a number of reasons. We have urged that the Staff agree to limit the requirement
to a certain number of years, such as six years-being the relevant federal requirement. However, the Staff has

refused to consider this request.

We have also urged that the following sentence be added at the end of article 10(A) on page 20:

Nonetheless, upon conclusion of an audit for a particular period of time, Lessee shall
no longer be obligated hercunder to keep any books or records for such period of

time.

Without such a sentence, a lessee will be required to keep its lease records forever, even after the State had

conducted a full audit of the lessee's payments during the lease term. We believe that, once an audit is

concluded, there is no more need for a lessee to keep its voluminous records for that period: a requirement
5




that a lessee must keep all its lease records forever until the end of time is just unreasonable and unnecessary
and doesn't protect the State in any way, We have also been advised by staff that their policy is not to require
that the records be retained after an audit. However, they have refused to add the above requested language.

Hypatia "Patia"” G. LaCour, Registered Landman, Notary Public

Hyland Abstracting, LLC % (225)937-3445 & patia@hylandabstracting,com

Visit http://www.hylandabstracting.com/

CONFIDENTIALITY NOTICE
This email communication may contain confidential information which also may be legally privileged and is

intended only for the use of the intended recipients identified above. If you are not the intended recipient of this
communication, you are hereby notified that any unauthorized review, use, dissemination, distribution, ]
downloading, or copying of this communication is strictly prohibited. If you are not the intended recipient and
have received this communication in error, please immediately notify us by reply email, delete the
communication and destroy all copies.




K-EXPLORATION CO.

Posr OrFrFice Box 681
MANDEVILLE, LouisiaNna 70470-0681
Telephone: (985) 626-7843
Facsimile: (800) 738-7143
Robert A. Schroeder, CPL Physical Address:
151 Brookside Drive

President
rob@kexploration.com Mandeville, LA 70471-3201

April 1, 2016
Louisiana State Minera! and Energy Board
617 North Third Street
LaSalle Building, 8th Floor
Baton Rouge, LA 70802
Attention: Stacy Talley via email only: Stacey. Talley@LA. GOV

Dear Board Members:

I have reviewed Cynthia Nicholson, Peck Hayne and Tommy Smart’s
memorandum dated April 6, 2016, regarding Articles 4(D) and 10(A) of the Office of Mineral
Resources’ March 16, 2016, draft of the proposed State Lease form. As a Certified Petroleum
Landman with over 40 years in the business, I encourage the Board to adopt the
recommendations set forth in the Nicholson/Hayne/Smart memorandum. Having acquired
thousands of leases in behalf of hundreds of clients over the years, I am satisfied that Nicholson,
Hayne and Smart’s recommendations achieve the balance necessary to serve both the industry

and the State of Louisiana.

Respectfully,

RobertA. Schwoeder

Robert A, Schroeder

RAS:ksb

ce.: Suzanne Hyatt (OMR) via email only: Suzanne Hyatt@LA.GOV
Cynthia A. Nicholson (Gordon Arata) via email only: CNicholson@gordonarata.com
C. Peck Hayne, Jr. (Gordon Arata) via email only: PHayne@gordonarata.com

Tommy Smart (Onebane Law Firm) via email only: smartt@onebane.com




April 8, 2016

Louisiana State Mineral and Energy Board
LaSalle Building, 8th Floor

617 North Third Street

Baton Rouge, LA 70802

Ladies and Gentlemen:

LLOX, L.L.C. is an active operator in the State of Louisiana and our subsidiary, LLOLA,
L.L.C. is an owner State Leases. Qur representative, Cypress Energy Corporation, recently
acquired 8 State Leases on our behalf at the February 2016 State Lease Sale at a total cost of
approximately $274,000.00 including the add-on fees. We will most likely drilt four (4} wells on

Louisiana State Leases this year.

We have reviewed the Memorandum to the Office of Mineral Resources dated April 6, 2016
from Cynthia Nicholson, Peck Hayne and Tommy Smart conceming the proposed State Lease
form. We strongly urge the Louisiana State Mineral and Energy Board to follow the
recommendations contained in this Memorandum. The proposed lease form has come a long way
since the first draft and we appreciate the State’s willingness to consider input from industry and
concemed parties; however, these last two (2) items are very important. Without the
recommended change regarding assignments, former lease owners will be unfairly responsible
for actions taken by others after their divestment of interest. As to the other matter, it sure seems
like a six (6) year retention policy, like the related federal requirement, should be sufficient.

Should you wish to discuss this matter, please feel free to contact the undersigned at
davids @llox.com or 985.276,5219.

~ Sincerely,

e 2
David A. Seay, Landrhan

cc: Suzanne Hyatt, OMR

Cynthia A Nicholson

1001 Ochsner Blvd., Suite A » Covington, LA 70433
Office (885) 2/-5700+LLOX.com




LOUISIANA OIL & GAS ;

April 7, 2015

State Energy and Mineral Board
LaSalle Building, 8" Floor

617 N. Third Street

Baton Rouge, LA 70802
Attention: The Board

Re:  Proposed State I.ease Form _
Articles 4(D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members:

On behalf of LOGA, this is in response to the Board’s Resolution # 16-03-008, soliciting
industry comment regarding the Proposed State Lease Form. LOGA strongly supports the
recommendations contained in the Memorandum, dated April 6, 2016, from Cynthia Nicholson

. and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the Onebane Law
Firm, regarding post assignment liability and audit records retention. With respect to audit
records retention, LOGA also requests that the Board set a time period (e.g.. 5 or 6 years) for
retention of records.

Both of these issues are very important to our membership and to industry.

President _ ~ o

LOGA is Louisiana’s Oil & Gas Industry
PO BOX 4069 BATON ROUGE, LA 70821-4049 225.388.9525 800.443.1433 FAX:225.388.9561

BRIGGS, President




@w&i@m%f}éﬁ@ﬁwm

2303 Ranek Road Svuth,
Suite 135
Auvstin, Texas 78734

Ph, 512-428-6224
Eax, 512-428-6524
wirw.ladeftsol.com

April 7,2016

State Energy and Mineral Board
Lasafle RBuilding, 8th Floor

617 N, Third Sireet

Baton Rouge, 1A 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10{A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board's Resolution # 16-03-008, soliciting industry comment regarding the Proposed
New Lease Form. Louisiana Delts Oil Company LLC strongly supports the recominendations contained in the
attacked Memorandum. dated April 6, 2016, from Cynthia Nicholson and Pock Hayne, with the Gordon Arats
Law Fivm, and Tommy Smart with the Onebane Law Firm, regarding post assignment Hability and audit records
relention. With respect to audit records retention, Louisiana Delta Of] Company LLC alsc requests that the Board
set a time period (e.g., 5 or 6 years) for retention of records.

Both of these issues are very important ko us and others in our industry.

% PHadhed Mesmorenti m




5000 Ambassador Caffery Parkway
Building 15A

Lafayette, LA 70508

(337) 988-9256 or (337) 988-9266 - fax

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D} and 10(A) of OMR s 3/16 Draift

Dear Board Members:

This is in response to the Board's Resolution # 16-63-008, soliciting industry comment regarding the
Proposed New Lease Form. Mack Energy Co. strongly supports the recommendations contained in the
attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon
Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment hability and
andit records retention. With respect to audit records retention, Mack Energy Co. also requests that the
Board set a time period (e.g., 5016 years) for retention of records.

Both of these issues are very important to us and others in our industry.

Sincerely,
T Ladet
Timothy Ledet

Date: April 8, 2016

¥ Atache! Memomodion




ENERGY

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Atticles 4(D} and 10(A) of
OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Marlin Energy, LLC strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from
Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy
Smart with the Onebane Law Firm, regarding post assignment liability and audit
records retention. With respect to audit records retention, Marlin Energy, LLC also
requests that the Board set a time period (e.g., § or 6 years) for retention of records,

Both of these issues are very important to us and others in our industry.

Sincerely,
_B:’I,arlin Energy, LLC

g

F. Michael Lipari, CPL
Land Manager

Marlin Coastal, L.L.C. 386] Ambassador Caffery Parkway, Suite 600, Lafayette, Louisiana 70503  Main: 337-769-0032 Fax: 337-769-4340




MKM & Associates, Inc.

FPresident PETROLEURM LAND SERVICES Mailing
Mark XK. Miller 91 Settlers Trace Blvd., Bldg. 4 P.O. Box 52928
Mesk miller@mkmventuregroup.com Lafayette, LA 70508 Lafayette, L.A 70505

(337) 989-7200
(337) 989-7279 Fax

April 7, 2016

Ms. Suzanne Hyatt

Office of Mineral Resources
P. 0. Box 2827

Baton Rouge, LA 706821-2827

Re:  Proposed New Lease Form

Dear Ms. Hyatt:

In response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form, we_again respectively request that the following
language be included in Article 4 of the Proposed New Lease Form:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of any
understanding, agreement, language or reference set forth in the Assignment instrument,
does not release nor relieve the assigning/transferring Lessee from satisfying and
complying with any of its obligations accrued prior to Lessor approval date of such
Assignment arising under the terms, conditions, duties, responsibilities and/or obligations
required by this Lease. The assigning Lessee shall not be responsible for any obligations
its approved assignee/transferee accrues after the approval date of the Assignment in

favor of such party.

We understand that this language was in the versions of the lease form that the Staff
recommended for adoption at the Mineral Board’s meeting of February 10th and of January
2016. We also understand that this language was included in numerous prior drafts. For some
unknown reason, it was deleted prior to the March Board meeting.

We respectfully oppose the following provision that was added to the Proposed New
Lease Form after the March meeting as Article 4(D):




(D)  An Assignment by Lessee, notwithstanding approval by Lessor, and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, and in accordance with the applicable provisions of The Mineral Code of the
State of Louisiana, does not release nor relieve the assignor(s) from satisfying and
complying with the terms, conditions, duties, responsibilities and/or obligations required

by this Lease.

Mark K. Miller is an independent lease broker. As you know, a significant percentage of
the leases granted by the State are originally issued to lease brokers who never undertake any
operations on the lease. This service is an essential tool for assembling and marketing of oil and
gas interests; because the development of an oil and gas prospect can render a particular area
very valuable very quickly. Oil companies frequently need to maintain their anonymity while
lease acreage is being obtained. Lease brokers, like Mark K. Miller, provide a critical role in the
leasing of State acreage, which then leads to development which benefits the State. But that role
would be severely jeopardized if the State could tumn to an original lessee/lease broker (who
never drills a single well) to satisfy future post assignment lease obligations (e.g., payment of
royalties, plugging wells, penalties, liquidated damages). Under the language we request above,
if a lease broker like Mark K. Miller bid upon and acquired a State lease and then assigned the
lease to a client, if we did not undertake operations or otherwise accrue obligations, we would
not be responsible for post assignment obligations. To the contrary, under the Staff’s new
proposed Article 4(D), MKM & Associates, Inc. arguably would remain responsible for
satisfying and complying with all of the terms, conditions, duties, responsibilities and/or -
obligations post assignment for the life of the lease, even though it never undertook any

operations.

We again urge the Board to include the above language in the Proposed New Lease Form
and not to use the provision inserted after the March meeting.

Mark K. Miller
President

MKM & Associates, Inc.




Petro-Hunt L.L.C.
1601 Elm St., Suite 3400

Dallas, Texas 75201
(214) 880-8434 Fax (214) 880-8400

Aprit 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802
Attention: The Board

Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR's 3/16 Draft

Dear Board Members:

This is in response to the Board's Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form. Petro-Hunt, L.L.C. strongly supports the recommendations
contained in the attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck
Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the Onebane Law Firm,
regarding post assignment liabiiity and audit records retention. With respect to audit records
retention, Petro-Hunt, L.L.C. also requests that the Board set a time period (e.g., 5 or 6 years) for

retention of records.

Both of these issues are very important fo us and others in our industry.

Sincerely,

PETRO-HUNT, L.L.C.

Robert M. Donodue Jr.
Vice President - Land

¥ Addaha Memt? candm




PetroQuest
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April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s
3/16 Draft

Dear Board Members:;

This is in response to the Board's Resohution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Peter Gulotta strongly supponts the
recommendations contained in the attached Memorandum, dated April 6, 2016, from
Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy

Smart with the Onebane Law Firm, regarding post assignment liability and andit records
retention. With respect to audit records retention, Peter Gulotta also requests that the
Board set a time period (e.g., 5 or 6 years) for retention of records.

Both of these issues are very important to us and others in our industry.

Sincerely,

PETROQUEST ENERGY, L.L.C.

el W/

Peter Gulotta, Ir.
Offshore Land Manager

PG
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April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D} and 10(A) of OMR’s
3/16 Draft

Dear Board Members:

This is in response to the Board's Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Steve Taylor strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from
Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy
Smart with the Onebane Law Firm, regarding post assignment liability and audit records
retention. With respect to audit records retention, Steve Taylor also requests that the
Board set a time period (e.g., 5 or 6 years) for retention of records.

Both of thesc issues are very important to us and others in our industry.

Sincerely,

PETROQUEST ENERGY, L.L.C,
teve Tavior

Senior Staff Landman

ST
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MEMBERS OF THE BOARD

President
Ryan G. Schneider
Chevron U.5.4, Ing.
106 Northpark Boulevard
Covington, LA 70433
985-773-56996/Fax 985-773-7110

Vice Presidant
Denise B, Sebastian
Freeport-McMoHan Oit & Gas LIL.C
1615 Poydras Street
New Orleans, LA 70112-1254
504-582-4270/Fax 504-582-4155

Troasurer
David A. Seay
Century Exploration New Orleans, Inc.
3838 N, Causeway Boulevard, Suite 2860
Metairfe, LA 70002-8318
504-832-3742/Fax 504-832-3760

Secretary
Steven A. Scott
Shelt Exploration & Production Company
701 Poydras Street
New Orleans, LA 70139
504-425-4055/Fax 504-425-0399

Nadége A. Assalé
Siattery, Marino & Roberts
1100 Poydras Sireet, Suite 1800
hew Orleans, LA 70163-1800
504-585-7800/Fax 504-585-7830

Ronald G. Bourgeols, Jr,
Barriere Construction Co., LLC
407 .C. Road
Franklinton, LA 70438-8521
504-569-314%/Fax 504-715-3396

Dana E. Dupre
Sheli Ol Company
701 Poydras Street, 0SS 3382
New Orleans, LA 70139
504-425-0145

Jason C, Elmore
Freeport-McMokan Oil & Gas LLG
1615 Poydras Streel
New Orleans, LA 70112-1254
504-582-4087/Fax 504-682-4155

Randy J. Sutton
independent
1147 £. Willlarn David Parkway
Matalrie, L A 70005
504-833-5462

PLANO Auxiliary President
Jo Ann P Anderson
Harold J. Andersen, ihe,
381 Highway 21, Suite 205
Madisonville, LA 70447
504-276-5858/Fax 985-845-7548

AAPL Director
Brandt J. Prat
ANKOR Energy LLC
1618 Poydras Street, Sufte 1150
New Orleans, LA 70112
504-596-3668/Fax 504-586-3762

Immediate Past President
John J. Seip
Freeport-McMoRan Qif & Gas LL.C
1615 Poydras Street
Mew Orieans, 1.A 70112-1254
504-582-4314/Fax 504-582-4585

PLANO Administrator
Margaret (“Margo”} Cameron
Indepentdent
532 Crossgates Boulevard
Slidell, 1.A 70461-8916
985-640-0352

THE PROFESSIONAL LANDMEN'S ASSOCIATION OF NEW ORLEANS

P.O. Box 51123
New Orleans, Louisiana 70151-1123

=
April 11,2016 ;
i
To:  State Mineral and Energy Board =
Lasaile Building, 8" Floor -
617 N. Third Street il
Baton Rouge, LA 70802 e
Lol
£
From: Board of Directors of the Professional Landmen’s Association of New
Orleans (PLANQO)

Re: April 6, 2016, Memorandum from Cynthia Nicholson and Peck Hayne with
Gordon, Arata, McCollam, Duplantis & Eagan, LLC
OMR’s 3/16 draft of proposed State Lease form

Ladies and Gentlemen:

I am writing this letter as President of the Professional Landmen’s Association of
New Orleans (PLANO), on behalf of its Board of Directors and nearly 500 active
members. PLANO is an organization comprised of individuals whose livelihoods
are, in many respects, contingent upon the state of Oil & Gas Leasing activity in
Louisiana. As such, PLANO is very sensitive to matters that potentially hinder
further lease acquisition and development in our region. Tt is with this sensitivity
that PLANO expresses its support of the attached Memorandum dated April 6,
2016, sent to your office by Cynthia Nicholson and Peck Hayne with Gordon,
Arata, McCollam, Duplantis & Eagan, LL.C and Onebane Law Firm concerning the
Office of Mineral Resources’ proposed March 16, 2016, draft of the State of
Louisiana Lease form. The Memorandum identifies several issues that PLANO
feels will negatively influence State Lease nominations and acquisition in the years

to come and includes recommendations, which PLANO supports, to amicably
resolve these issues.

Your time and attention in this matter is very much appreciated.

Very truly yours,
" Au..\ o . ~ . = Ef -
Ryan G. Schneider
PLANO President
Enclosure
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April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8 Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D} and 10(A) of
OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry
comment regarding the Proposed New Lease Form. Pride Oil & Gas Properties,
Ine. strongly supports the recommendations contained in the attached
Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Havne,

with the Gordon Arata Law Firm, and Tommy Smart with the Onebane Law Firm,
regarding post assignment liability and audit records retention. With respect to
audit records retention, Pride Oil & Cas Properties, Inc. also requests that the
Board set a time period (e.g., 5 or 6 vears) for retention of records. Both of these
issues are very important to us and others in our industry.

Sincerely,
Pride (il & Gas Properties, Tne.

Thomas P. Mouton, President

¢ otukol Pemortntum
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enaissance
Oftshore

April 11, 2016

State Energy and Mineral Board
LaSalle Building, 8" Floor

617 N. Third Street

Baton Rouge, LA 70802
Attention: The Board

Dear Board Members:

Renaissance Offshore, LLC (“Renaissance”} Is an industry participant, being a small independent oil and gas
producer in Houston, Texas with leasehold interest in the State of Louisiana.

In response to Resolution No. 16-03-008 adopted by the State Mineral and Energy Board ({the “Board”) on

March 9, 2016, Renaissance Offshore, LLC hereby ratifies the attached comments to Articles 4{D) and 10(A)

. of OMR's 3/16 draft of the proposed State Lease form from Cynthia Nicholson and Peck Hayne with Gordon,
Arata, McCollam, Duplantis & Eagan, LLC and Tommy Smart with the Onebane Law Firm dated April 6, 2016.

n addition, the following provisions are of considerable concern to Renaissance:
1) Articles 15 FINANCIAL SECURITY, containing detailed provisions for the lessee to provide further financial

security for plugging and abandonment and associated site restoration;
2) Article 16 GENERAL LIABILITY INSURANCE, containing detailed provisions for the lessee to maintain
lfability insurance naming the State as an additional insured, and Imposing damages of $100/day for not

complying with these provisions; and

3) Article 10 AUDIT RIGHTS, whereby the State does not limit the maintenance of any and all records
relative to its calculation and payment of royalties to a set time period, which Renaissance would
recommend as six years, being the relevant federal requirement. Otherwise, this puts an undue burden on

the lessee which will be problematic for all during the life of the lease.

We sincerely hope that the Board takes these comments into consideration, and that the New Lease Form
will better serve and encourage prospective leaseholders to take advantage of the opportunity to lease state
acreage for mineral exploration and production within the great state of Louisiana.

Sincerely,

RENAISSANCE OFFSHORE, LCC
¢

Lot F

Michael ). Koenig
Vice President, Land and Business Development

¥ Araded Maimo rardit m

820 Memorial City Way, Suite 800 Houston, TX 77024 P.8321833.7700 T 83218837701 www, RenaissanceOflshore.com




Ric Bajon & Associates, LL.C. .
' e o U 14635°S Hamells Ferry Rd, $t6. 6
. BaronRouge, LA7081

OFF, 225/756-5600
FaX. 225/756-2056

April 11,2016

State Energy and Mineral Board
. Lasalle Building, 8% Floor =
617 N. Third Street -
Baton Rouge, LA 70802

. Attention: The B'.oard‘

Dear Board Members: '

I am an independerit professional landmian in Baton, Rouge: For the last thn'ty..ﬁve }'._
years, 1 have represented both major and independent oil and gas companies regarding..
State Leases in Louisiana. ' o T

- I'have kept up with communication regarding the State’s suggested changes to the - " -
Lease form. Last month, I attended: the State Lease sale ‘thinking there would be ' ..
discussions on this issue. I have met and spoken with Cynthia Nicholson, Peck Hayne:. - 5
and Tommy Smart. I endorse their Memorandum (attached) of April 6, 2016, and I ask s

you to consider strongly their recommendation. __

Sincerely, T o
- €

"Ric Bajon S

Ric Bajon & Associates, L.L.C.




STOKES

SPIEHLER

April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10{A} of OMR’s
3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Stokes and Spiehler strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from
Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart
with the Onebane Law Firm, regarding post assignment liability and audit records
retention. With respect to audit records retention, Stokes and Spiehler also requests
that the Board set a time period {e.g., 5 or 6 years) for retention of records.

Both of these Issues are very important to us and others in our industry.

Sinceraly,
B, 192 P

Bruce M. Jordan, P.E.

110 Rue Jean Lafitte 9720 Cypresswood Dir, 14579 Berklee De.
Suire 100 Suite 160 Suice 600
Lafayette, LA 70508 Houston, TX 77070 Addision, TX 75001

337-233+687T1 281+ 44448395 214+5861-875]1 Office
3372337198 Fax 281+444+8681 Fax 21405618745 Fax
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S. Paul Provenza

4521 Jamestown Ave, Suite 14

Energy Permitting & Regulatory Services

225-925-9658 Office

Baton Rouge, LA 70808-3234 225-772-2554 Celt
Mailing Address: Email address:
PO Box 80672, 70898-0672 paulpro@bellsouth.net

April 8, 2016

OFFICE OF MINERAL RESOURCES
LA Department of Natural Resources

PO Box 2827
Baton Rouge, LA 70821-2827

Via Email (PDF) Only

Re: Proposed Louisiana State Lease Form
SMEB Resolution No. 16-03-008
Dear Sir or Madam:

As a 36 year petroleum industry veteran who has attended every Louisiana State
Lease Sale at the monthly meeting of the State Mineral & Energy Board since 1995 (with
the exception of 2), I fully adopt the following described Memorandum:

To:  Office of Mineral Resources

cc:  State Mineral and Energy Board

From: Cynthia Nicholson & Peck Hayne
(Gordon, Arata, McCollam, Duplantis & Eagan,
LLC) and Tommy Smart (Onebane Law Firm)

Date: April 6, 2016

Re: Comments to Articles 4(D) and 10(A) of OMR’s
3/16 draft of proposed State Lease form

While it is common belief within the industry that the proposed form will diminish
prospecting activity within this state (which | completely agree with), it is my further belief
that even during “boom times” the proposed form will entice operators to simply avoid the
state lease leasing procedure entirely and carry the state as an unleased owner with regards
to small acreage (<5 ac), thereby making the proposed lease form counter productive.

Thank you for your consideration.

Sincerely:

ol g

S. Paul Provenza

SPP/ms
Enclosures: None
ce; File




RESOURCES

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding the
Proposed New Lease Form. QEP Resources, Inc. strongly supports the recommendations contained in the
attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon
Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment lability and
audit records retention. With respect to audit records retention, QEP Resources, Inc. also requests that
the Board set a time period (e.g., 5 or 6 years) for retention of records,

Both of these issues are very important to us and others in our industry.

Sincerely,

A

Shane Schulz
Director, Govern
QEP Resources, Iffc.

Independence Plaza \ 1050 17th Street, Suite 850 \ Denver, Colorado 80245
£303.672.6900 \ F 303.294.9632 \ W gepres.com




Shiloh Creek Resources, Inc.

4130-C Old Sterlington Rd.
Monroe, La. 71203

Phone: 318-345-345-0

Fax: 318-345-4937

April 7. 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Leasc Form. Shiloh Creek Resources strongly supports the recormnmendations
contained in the attached Memorandum, dared April 6, 2016, from Cynthia Nicholson and Peck
Hayne, with the Gordon Arata Law Firm, and Tommiy Smart with the Onebane Law Firm, regarding
post assignment lHability and audit records retention. With respect to audif records retention,

Shiloh Creek Resources also requests that the Board set a time period (e.g., 5 or 6 years) for

retention of records.

Both of these issues are very important to us and others in our industry.

Sincerely

y }Q\‘H‘“’i‘“‘( Ma“urqu




State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D)} and 10(A) of OMR’s 3/16
Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form. Shoreline Southeast LLC and Shoreline Offshore LLC strongly
supports the recommendations contained in the attached Memorandum, dated April 6, 2016,
from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tooumy Smart
with the Onebane Law Firm, regarding post assignment Hability and audit records retention,
With respect to audit records retention, Shoreline Southeast LLC and Shoreline Offshore LLC

also requests that the Board set a time period (e.g., 5 or 6 years) for retention of records.
Both of these issues are very important to us and others in our industry.

Best regards,

Shoreline Southeast L1.C
Shoreline Offshore LIL.C

I;de%é N

ecler
Vice President

rew041601 8! of LA Encrgy Bomrd L
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April 7,2016

State Energy and Mineral Board
Lasalle Building, 8" Floor

617 N. Third Street

Baton Rouge, LA 70802
Attention: The Board

Re: Proposed State Lease Form
Articles 4(D) and 10(A) of OMR’s 3/16 Draft

DPear Board Members:

This 1s in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form. Shoreline Energy LLC strongly supports the recommendations
contained in the attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck
Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the Onebane Law Firm,
regarding post assignment liability and audit records retention. With respect to audit records
retention, Shoreline also requests that the Board set a time period (e.g., 5 or 6 years) for retention

of records.
Both of these issues are very important to us and others in our industry.

Sincerely,

SHORELINE ENERGY LLC

ott A. Hess

Land Manager

’* PYH‘U(J«G.A A«Emo(‘qnih‘/m

34150451
SHORELINE ENERGY LLC 16801 Greenspoint Park Drive. Sulfe 380 Houstom, TX 77660 maik 281.872.0051 FAX 281.872.0031




e Square Mile Energy, L.L.C.

March 19, 2015

State Fnergy and Mineral Bourd
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, [.A 70802

Attention: The Board Re: Proposed State Lease Form Atticles 4(D}and 1O{A) of OMR*s 3/16
Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form.  Square Mile Energy, L.L.C. {(“Square Mile™) strongly supports
the recomumendations contained in the attached Memorandum, dated April 6, 2016. from € vathia
Nicholson and Peck Haye, with the Gordon Arata Law Firm, and Tonmy Smart with the
Onebane Law Firm, reparding post assignment liability and audit records retention. With respect
to audit reeords retention, Square Mile also requests that the Board sel a lime period {eg.50r6
years} {or retention of records.

Both of these issues are very important o us and others in our industry,

Respectfully,

SQL{;ARE MILE ENERGY, L.L.¢,
j;{r / m -

oo Tt

Connie C. Ncbn,/(‘,PL

Vice President Land

%

5847 San Felipe, Suite 2940 Houston, Texas 770573010
Phone (713} 266-3683 » Fax (713} 266-3630
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Standard Operating Company, LLC
[ree—ss RN R I L ]
110 Ruz Jesn Lanmme. 5. 100

PO Box 51353

Laraverm, LA 70805

Prone 337.261.6930 | Fax 387.253.7108

April 8, 2016

State Energy and Mineral Board
Lasatie Building, 8th Floor

6§17 M. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Propased State Lease Form Articles 4{D) and 10(A} of OMR’s
3/16 Draft

Dear Board Members:

This Is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form, Standard Operating Company, LLC strongly
supports the recommendations contained in the attached Memorandum, dated April 6,
2016, from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and
Tommy Smart with the Onebane Law Firm, regarding post assignment liability and audit
records retention. With respect to audit records retention, Standard Operating
Company, LLC also requests that the Board set a time period (e.g., 5 or 6 years) for
retention of recards.

Both of these issues are very important to us and others in our industry.

Sincerely,

A

Bruce M. Jordan, P.E.

¥ Btbached Meins rediom




B P.O, Box 52807

[ Lafayette, Louisiana 70505
625 Fut Kalisse Sadoom Homd
d  Lafaverte, Lovisinna 70508

B Telephone: {1173 2370450

2 Fax: (33739210294

E J. LOUVIERE

Senior Vice Presitdons of Land

April 11,2016

State Energy and Mineral Board
LaSalle Building, 8t Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board

Dear Board Members:

Stone Energy Corporation ("Stone”) has been following the re-drafting of a new lease form for the
State of Louisiana with great interest. We value the relationship that our industry and, in particular
our company, has had over the many years with our State Lessor, the Mineral Board. The complex
nature of our symbiotic relationship has never been more critical. Generally, we favor improving and
modernizing the State Lease Form, to make it better for both Lessor and Lessee, Unfortunately, this
latest effort to "better serve and encourage” prospective lessees appears to miss its intended

purpose.

Stone wholeheartedly supports and strongly requests that the Board adopt the recommendations
proposed in the attached Memorandum, dated Aprif 6, 2016, to the Office of Mineral Resources
prepared by Cynthia Nicholson, Peck Hayne and Tommy Smart, attorney’s with the respective law
firms of Gordon, Arata, McCollam, Duplantis & Eagan, LLC and the Onebane Law Firm.

Your favorable consideration of the items addressed in the Memorandum, would be greatly
appreciated.

Sincerely,

T { 1§ Louviere
Senior Vice President of Lang P
NS

Attachment
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April 8 2016

State Energy and Mineral Board
LaSalle Building, Bih Floor

6517 N. Third $ireet

Baton Rouge, LA 70802

Attention: The Roard Re: Praposed State Lease Form Articies 4{D) and 10{A} of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Beard’s Resolution # 16-03-008, soliciting industry comment regarding the
Proposed New Lease Form. Stone Energy Corporation strongly supports the recommendations
comained in the attached Memorandum, dated Aprif 6, 2018, from Cynthia Nicholson and Peck Hayne,
with the Gordan Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post
assignment liability and audit records retention. With respect to audit records retention, Stane Energy
Corporation also requests that the Board set a time period {e.g.. 5 or 6 years) for retention of records.

Both of these issues are very important to us and others in our industry

%ﬂ%" vty

David H. Weich
Chairman, Prasident & CEO

¥ AM{A{ }/\i‘.murﬁz wds o
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17001 Northchase Drive, Sufte 100 Houston, Texas 77060 281-874-2700

April 8, 2016

Stale Energy and Minersl Board
Lasalle Building, &t Floor

617 N. Third Street

Buton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s 3/16
Draft

Dear Board Members:

This is in response to the Board's Resolution # 16-03-00%, soliciting industry comment regarding
the Proposed New Lease Form .Swift Energy Operating, LLC strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from Cynthia
Nicholson and Peck Hayne, with the Gordon Arata T.aw Firm, and Tomimy Smart with the
Onebane Law Firm, regarding post assignment Hability and audit records retention. With regpect
to audit records retention, Swift Energy Operating, LLC also requests that the Board set a time
period {(e.g., 5 or 6 years} for relention of records.

Both of these issues are very important to us and others in our industry.

Sincerely,
Clinton Helmke
Senior E&P Counsel

CHOZPESLTR LA STATE ENERGY AND MINERAL BOARD.DOCY
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April 8, 2016

State Energy and Mineral Board
LaSalie Building, 8th Floor
617 N. Third Street

Baton Rouge, LA 70802

Atention: The Board

Re: Proposed State Lease Form Articles 4(0)) and 10(A) of OMR s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry commaent regarding
the Proposed New Lease Form .Swift Energy Operating, LLC strongly supports the
recommendations contained in the attached Memorandum, dated Apri! 6, 2016, from Cynthia
Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the
Onebane Law Firm, regarding post assignment liability and audit records retention. With respect
to audit records retention, Swift Energy Operating, LLC also requests that the Board set a time
period (e.g., 5 or 6 years) for retention of records,

Both of these issues are very important to us and others in our industry.

Sincerely,

’tu“’\_.—
Steve Creglr, CPL

Land Manager

LA STATE ENERGY AND MINERAL BOARD-SC.DOCX
4182016 11:03 AM
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vimmwam E N ERGY LLC
Aprit 7, 2016
Sent via Emall

State Energy and Mineral Board

617 N, Third Street, 8" Floor

Baton Rouge, LA 70802

Attn: State Mineral and Energy Board

RE: Comments to Articles 4{D) and 10{A) of OMR’s 3/16 draft of proposed State Lease Form

To whom it may concern:

It was recently brought to our company’s attention that Cynthia Nicholson and Peck Hayne from
the Gordon, Arata, McCollam, Duplantis & Egan, LLC law firm penned the attached memorandum in
response to the State Mineral Board's Resolution No. 16-03-008 regarding the 3/16 Draft of the
proposed State Lease Form. We believe that the proposed language in question will make leasing from
the State far less marketabie and commercial, and thus have a detrimental impact on those companies
wha currently operate in state-owned waterbottoms, and will effectively stifle future mineral ieasing,

exploration and production activity,

Our company agrees with the suggestions in the memorandum, and we strongly urge the State
Mineral Board to carefully reconsider the language in Articles 4(D} and 10{A) of the proposed State
Lease form. If the 3/16 Draft language is incorporated into a future lease form it will cause our
company to seriously consider its abllity to operate in the state-owned waterbottoms in the future.

We appreciate your time and the consideration on the matter.

Sincerely,

Enclosures/

N Bdbched Memerands

500 Dallas St,, Suite 2000, Houston, TX 77002

TALOS ENERGY LLC




March 8, 2016

State Mineral and Energy Board
617 North Third Street

LaSalle Building, 8th Floor
Baton Rouge, LA 70802

Re:  Comments on new proposed State
lease form

Ladies and Gentleman:

As the president of Theophilus Oil, Gas & Land Services, LLC, I submit this request for
the State Mineral and Energy Board’s new form of State lease to include the following provision:

An Assignment by Lessee, notwithstanding approval by Lessor and regardless of
any understanding, agreement, language or reference set forth in the Assignment
instrument, does not release nor relieve the assigning/transferring Lessee from
satisfying and complying with any of its obligations accrued prior to Lessor
approval date of such Assignment arising under the terms, conditions, duties,
responsibilities and/or obligations required by this Lease. The assigning Lessce
shall not be responsible for any obligations its approved assigneeftransferee
accrues after the approval date of the Assignment in favor of such party.

This is same provision that the OMR Staff recommended at the Mineral Board’s meetings of
January 13, 2016 and February 10, 2016, both of which I attended.

As you know, my company and similar land services companies regularly obtain State
leases for innumerable clients. The need for confidentiality in developing oil and gas prospects
makes these services a crucial element for helping develop State lands and thus for generating
revenues for the State. My company does not obtain State leases to develop on its behalf, but
instead does so with the express understanding that it will promptly be assigning the leases
before any lease operations or activities are undertaken. My company is simply not in a position
to be able to satisfy any payment, operational, insurance or other obligations that apply once
operations on a lease are begun. Thus, companies like mine may seriously have to consider
whether to cease providing these important functions for their clients and the State if they face
even the potential for responsibility for the many new obligations under the proposed new lease
form. Although the Mineral Board and OMR Staff have (so far as far as I know) not sought to
make an initial lessee-broker responsible if some later assignee does not satisfy some lease
obligations, that may not always be the case in the future, unless this guarantee is actually set

forth in writing the new lease form itself.

From my years of experience both with the State itself and then representing clients with
leases from the State, this proposed language actually is in the State’s best interests in the long
run. If this language is not included in the new lease form, then new State leases will be must
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fess valuable to the State because new State leases will be less marketable, commercial and of
interest to oil companies. No one wants to be responsible for some else’s unsatisfied obligations;
assignors of a State mineral lease (while they should remain responsible for seeing that wells
they drilled are ultimately plugged and abandoned) do not want to be responsible for new wells
that a direct or indirect assignee might drill. Thus, if this proposed language is not included in
fhe new lease form, companies will be much less inclined to develop or operate new State leases;
instead, they will spend their money elsewhere and thus end up not paying royalties to the State.

In sum, both for companies like mine, for oil companies trying to operate in Louisiana
and ultimately also for the State and its citizens, I urge the Mineral Board to include this

provision above in whatever new lease form is adopted.

Sincerely ypurs,

Pat Thophilus, Owner/President
Theophilus Oil, Gas & Land Services, LLC

cc.:  Stacy Talley, OMR
Suzanne Hyatt, OMR
Cynthia A. Nicholson, Gordon Arata
C. Peck Hayne Jr., Gordon Arata
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April 8, 2016

State Cnergy and Mineral Board
Lasalle Building, 8th Floor

617 . Third Street

Baton Rouge, Louisiana 70802

Atm: The Board Re: Proposcd State Lease Form Articles 4(D) and (A of OMR's 3/16 Drafl

Dear Bourd Members:

This is in response to the Board's Resolution # 16-03-008, soliciting industry comment regarding
the Proposed New Lease Form. TMR Exploration, [ne. strangly supports the recommendations
contained in the attached Memorandum. dated April 6, 2016, from Cynthia Nicholson and Peck
Hayne, with the Gordon Arata Law Firm. and Tommy Smart with the Onebane Law Firm.
regarding post assignmens liability and andit records retention. With respect 1o audit records
retention, TMR Exploration, Inc. also requests that the Board sct a time period (e.g..5 or 6 years)
for retention of records.

Both of these issues are very important to us and others int our industry.

Sincerely,

Raymond J. Lassqggn
President o

o Athached  Mepnorandu m




TOCE

ENERGY, L.L.C.

April 11, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(D) and 10{A) of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment regarding the
Proposed New Lease Form. Toce Energy strongly supports the recommendations contained in the
attached Memorandum, dated April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon
Arata Law Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment liability and
audit records retention, With respect to audit records retention, Toce Energy aiso requests that the
Board set a time period (e.g., 5 or 6 years) for retention of records.

Both of these issues are very important to us and others in our industry.

Sincegeiy,
e

WS T

Victor Toce
Toce Energy, L.L.C.

¥ ﬂ*‘“ﬂd\“?{k M(’_'ﬂarqmiq S

TOCE ENERGY, LLC « P. 0. BOX 52401 + LAFAYETTE, LA 70505 + 337 232 6637 » 357 235 58907 (FAX)




Texas Petrolenm Investment Company
5850 San Felipe

Suite 250

Houston, Texas 77057

State Energy and Mineral Board

Lasalle Building, 8™ Floor

617 N. Third Street April 11, 2016
Baton Rouge, Louisiana 70802

Attention: The Board

Dear Board Members:

Attached you will find a memo from Ms. Cynthia Nicholson and Peck Hayne which represents
the view of Texas Petroleum investment Company (“TPIC”") relative to the proposed state lease
form. As an operator and producer in Louisiana, we believe the new lease form will create an
undo burden on current and potential energy companies trying to operate on state lands. We
hope you will strongly consider the comments set forth in the attached memorandum and

amend the lease form accordingly.
Respectfully Submitted,

Texas Petroleum Investment Company

I e

Steve Sandlin
Land Manager

%’AHU@\&( Memo rendu s

Phone: (713) 789-9225 Fax: (713) 782-2086




UPSTREAM

¢ EXPLORATION LLC

7 April 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Re: The Board Re: Proposed State Lease Form
Articles 4(D) and 10{A) of OMR's 3/16 Draft

Dear Board Members:

This is in response to the Board's Rosolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Upstream Exploration LLC strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from Cynthia
Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the
~ Onebane Law Firm, regarding post assignment liability and audit records retention. With
respect to audit records retention, Upstream Expioration LLC also requests that the Board set a2

time period (e.g., 5 or 6 years) for retention of records.
Both of these issues are very important to us and others in our industry.

Very truly yours,

o) 080

Michael J. Willis
President

¥ Arttaches Merns cunds

Three Lakeway Center, Suite 2800 - 3838 Nosth Causeway Boulevard Metairie, LA 70002 504-832-3750




UPSTREAM

¥ EXPLORATION LLC

7 April 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Reuge, LA 70802

Re:  The Board Re: Proposed State Lease Form
Articles 4(D) and 10{A} of OMR’s 3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Praposed New Lease Form, Upstream Exploration LLC strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2018, from Cynthia
Nichalson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy Smart with the
Oncbane Law Firm, regarding post assignment Hability and audit records retention. With
respect to audit records retention, Upstream Exploration LLC also requests that the Board set a
time period (e.g., 5 or 6 years) for retention of records.

Both of these issues are very important to us and others In our industry.

Very truly yours,

Land Manager

Thiree Lukeway Conler, Buitc 2800 - 3828 North Causeway Boulovard Metzirie, LA 70002 504-832-3750

% Addached Me mowadu aa




Fishing & Roaral

Services, He

April 8, 2016

State Energy and Mineral Board
lLasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The RBoard Re: Proposed State Lease Form Articles 4(D) and 10(A) of OMR’s
4/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Wellsite Fishing & Rental Services, llc
strongly supports the recommendations contained in the attached Memorandum, dated
April 8, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law
Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment
Hability and audit records retention. With respect to audit records retention, Wellsite
Fishing & Rental Services, llc also requests that the Board set a time period (e.g., 501 6
years) for retention of records.

Both of these issues arc very important to us and others in our industry,

Sincerely,

Blair Faucheaux

Vice President, Finance
bfsucheaux@wellsitefr.com

217 lared Drive | Broussard, LA 70518 | 337.330.2461 { Fax: 888.292.3246 ¢ www.wellsitefishingandrentals.com

M Attaded Me w0 7Gnde M
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April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N, Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4(Dj and 16(A) of OMR's
3/16 Draft

Dear Board Members:

This is in response to the Board's Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Wellsite Fishing & Rental Serviees, llc
strongly supports the recommendations contained in the attached Memorandum, dated
April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law
Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment
liability and audit records retention. With respect to audit records retention, Wellsite
Fishing & Rental Services, llc also requests that the Board sot a time period (e.g., 50r 6
years) for retention of records.

Both of these issues are very important to us and others in our industry.

Sincerely,

Hege—

Jessica Roger
Chict Administrative Officer

itoger@wellsitefr.com

217 Jared Drive ! Broussard, LA 70518 { 337.330.2461 | Fax: 888.292.3246  www.wellsitefishingandrentals.com

* AttucheAd e ornorandiam
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April 8, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Leasc Form Articles 4(D}and 30{A) of OMR’s
3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Wellsite Fishing & Rental Services, lle '
strongly supports the recommendations contained in the attached Memorandum, dated
April 6, 2016, from Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law
Firm, and Tommy Smart with the Onebane Law Firm, regarding post assignment
liability and audit records retention, With respect to audit records retention, Wellsite
Fishing & Rental Services, llc also requests that the Board set a time period (e.g., 50r6 |
years) for retention of records.

Both of these issues are very important to us and others in our industry.

Sincercly,
Kirby Arceneaux

Chairman & CEQ
karceneaux(@wellsitefr.com

217 Jared Drive : Broussard, LA 70518 : 337.330.2461 | Fax: 888.292,3246 | www.wellsitefishingandrentals.com

¥ A MHuhd Memorondn




WHITE MARLIN

Oit and Gas
April 7, 2016

State of Louisiana

Office of Mineral Resources
617 N 3rd St #8

Baton Rouge, LA 70802

Re: Proposed Changes to State of Louisiana Lease Form

Dear Ladies and Gentlemen:

White Marlin Oil and Gas Company {"WM”) understands the State of Louisiana is in the process of revising
their lease form. We are concerned about some of the language/changes proposed by the State and wish

to comment.

WM Is both an operator and non-operator in various oil and gas assets in South Louisiana. Key WM
personnel have collectively over 200 years of experience in South Louisiana operations and we have been
participants in many transactions and development of prospects and assets involving State of Louisiana
oil and gas leases, This has included transactions where we have been the assignee or assignor of state
leases, or nominating state acreage to acquire for a new prospect. As a recent example, we have been
involved with Shoreline at Leeville Field since the spring of 2015, and development there involves state

acreage.

WM has a long standing relationship with Gordon, Arata, McCollam, Duplantis & Eagan, LLC ("GA”"). GA
counseled WM on various matters in the acquisition of Dune Energy Inc. assets last year — a number of
those assets involved the assignment of State of Louisiana leases. The firm has written a Memo dated
April 6, 2016 (copy attached), regarding “Comments to Articles 4(D) and 10 {A) of OMR’s 3/16 draft of

proposed State Lease form” {the “Memao”).

WM wishes to express its whole hearted agreement with the concerns expressed in the Memo by GA. We
respectfully request that you carefully consider what GA has laid before you as you look to change the
state lease form. The state has asked for public comments to its proposed changes. We fully support the

comments of GA as expressed in the Memo,

Please don’t hesitate to contact WM with any questions or concerns.

Thank you.

White Marlin Oil and. Gas Gompany, LLC
15990 N. Barkers Landing, Suite 350, Houston, Texas 77079
Phone: 713-595-3600 « Fax; 713-840-0135




Respectfully,

White Marlin Oil and Gas Company, LLC

M" /L’{————\
Charles E. D. Robinson, CPL
Land Manager

Attachment

Cc.: State Mineral and Energy Board

White Marlin Oil and Gas Company, LLC
165890 N. Barkers Landing, Suite 350, Houston, Texas 77079
Phone: 713-595-3600 + Fax: 713-840-0135




TO

ENERGY

April 11, 2016

Louisiana Office of Mineral Resources BY EMAIL: OMR@LA.GOV
P.O. Box 2827 BY FAX: (225)242-3471
Baton Rouge, Louisiana 71201 BY: Regular Mail

Attention: Mr. Rick Heck

Re:  Proposed New Louisiana State Lease Form (2016)
Dear Mr. Heck,

XTO Energy Inc. (“XTO”) appreciates the opportunity to submit comments to the
Louisiana Office of Mineral Resources concerning the proposed changes to the
State lease form, which is under consideration by your office (the “2016 Lease”).

XTO has a long and positive history of working with the Louisiana Department of
Natural Resources and values that relationship. However, XTO has concerns
regarding the 2016 Lease, which we trust you will consider in your deliberations
and revisions of the 2016 Lease and which are outlined in following:

(1) Definition of Paying Quantities: “Production in paying quantities” is a
term of art, which implicates established case law, as codified in Louisiana
Mineral Code articles 124 and 125. It is submitted that the addition of
“serious or adequate” interjects subjectivity and uncertainty into an
established area of law and should be avoided. Further, it must currently be
shown that a “reasonably prudent operator would, for the purpose of
making a profit and not merely for speculation, continue to operate a well
in the manner in which the well in question was operated.” See Clifton v.
Koontz, 325 S.W.2d 684 (1959), as cited in the Comments to Mineral Code

article 124.

(2)  Article 7 (Offset): In the event the presumption of drainage applies, Lessee
should have the explicit option of releasing the subject acreage in lieu of
drilling obligations or payment of the estimated royalty damages.

3 Article 9 (Royalty): This proposal makes royalty administration more
difficult and uncertain (e.g., the listing of multiple indices, a reference to a
“new method of Fair Market Value,” valuating “line loss,” and the
interaction of these provisions with gas gathering and processing).

XTO Energy Inc. » 810 Houston Street » Fort Worth, Texas 76102-6298 » (817} 870-2800 « Fax: (817) 885-1571
An ExxonMobil Subsidiary




Louisiana Office of Mineral Resources
Mr. Rick Heck
Page 2

(4)  Article 19 (Removal of Equipment): The second paragraph in this Article
appears to be written in an overly restrictive manner. From an economic
and operational perspective it may be advantageous and useful for operators
to remove certain equipment and facilities prior to plugging the well, using
elsewhere on the lease, etc.

(5)  Article 25 (Conflict): This Article appears to be overbroad with respect to
the 2016 Lease’s conflict with future laws or regulations. Although there
are of course stand-alone environmental regulations, which are separate and
apart from a typical mineral lease, the lease is nonetheless the controlling
contract between the parties and should not be directly contravened or
amended by subsequent laws. Providing that the “Lessee shall not use this
Lease . . . to circumvent any obligation which may be imposed on Lessee”
appears to represent circular reasoning. Further, such a provision may give
rise to Constitutional concerns regarding vested contractual rights (e.g. the
successor statute may represent a substantive change or be much larger in
scope). It is also respectfully submitted that, in certain appropriate
circumstances, this language is implied and unnecessary.

XTO appreciates you taking the time to consider these comments. If you have any
questions or concerns, please do not hesitate to contact us.

You may contact the undersigned at (817)885-2796 if you have any questions.

Very truly yours,
XTO Energy Inc.

5?2?

Robert L.. Muth
Senior Counsel

ce: Mr. Brad Russell - XTO Energy Inc.




April 7, 2016

State Energy and Mineral Board
Lasalle Building, 8th Floor

617 N. Third Street

Baton Rouge, LA 70802

Attention: The Board Re: Proposed State Lease Form Articles 4{D} and 10(A) of OMR's
3/16 Draft

Dear Board Members:

This is in response to the Board’s Resolution # 16-03-008, soliciting industry comment
regarding the Proposed New Lease Form. Zachry Exploration strongly supports the
recommendations contained in the attached Memorandum, dated April 6, 2016, from
Cynthia Nicholson and Peck Hayne, with the Gordon Arata Law Firm, and Tommy
Smart with the Onebane Law Firm, regarding post assignment liability and audit
records retention. With respect to audit recards retention, Zachry Exploration also
requests that the Board set a time perlod {e.g., 5 or 6 years) for retention of records.

Both of these issues are very important to us and others in our industry,

Sincerely,
ZACHRY EXPLORATION, LLC

Quoer Koado

Susan Goade
Vice-President

Zachry Explorsbon, LLE
300 Convent Street. Swte 2800
Ban Anton, TX 78205

¥ AHahad Memorsndsnn




