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[bookmark: PRODUCTION_SHARING_AGREEMENT_#1234][bookmark: COMPANY]PRODUCTION SHARING AGREEMENT #[XXXX]
[SHARING WELL NAME]
[bookmark: _Hlk138851329]API #42-[XXX]-[XXXXX]
[bookmark: COUNTY,_TEXAS][XXXXXXXXXX] COUNTY, TEXAS


[bookmark: _Hlk175232214]THIS PRODUCTION SHARING AGREEMENT #[XXXX] (the “PSA”), executed on the date(s) indicated below, and effective for all purposes as of [Month] [1], 20[Year] (the “Effective Date”), is by and between:
The STATE OF TEXAS, acting by and through the Commissioner of the Texas General Land Office, on behalf of the Board for Lease of University Lands (the “Board”), through its authorized designee, University Lands (with the Board, the State, and University Lands referred to collectively as “University Lands” or “Lessor”), whose address is 15 Smith Road, Suite 3000, Midland, Texas 79705; and 
[OPERATOR ENTITY NAME] (“Operator”), whose address is [Operator ADDRESS];
[bookmark: _Hlk175232450]Hereinafter, University Lands and Operator may be referred to individually as a “Party”, or collectively as the “Parties”.
Capitalized terms not defined in this PSA have the meanings ascribed to them in the oil and gas lease and/or oil and gas contract for development instruments described on the attached Exhibit “A” and depicted on the attached Exhibit “B” (regardless of agreement type or title, singularly a “Lease”, and jointly the “Leases”). In the event of a conflict between the descriptions on Exhibit “A” and the depictions on Exhibit “B” the descriptions on Exhibit “A” will prevail.
[bookmark: _Hlk178176025][bookmark: _Hlk178176212]Operator, the owner and/or Operator of certain interests in the Leases, to the extent each Lease covers the specific tract(s) of Permanent University Fund (“PUF”) land described on Exhibit “A” and depicted on Exhibit “B” (individually a “Sharing Tract”, or jointly the “Sharing Tracts”) and University Lands, the owner of interests in the oil, gas and other minerals in and under the Sharing Tracts, enter into this PSA, concerning the respective interests of each in and to the oil, gas and other hydrocarbons in and under the Sharing Tracts, as covered by the Leases, on the terms and conditions set forth herein. 
The Parties wish to encourage further development of the Sharing Tracts by the drilling and completion of the [SHARING WELL NAME] (API #42-[XXX]-[XXXXX]) (the “Sharing Well”) as a horizontal oil or gas well as depicted on the attached Exhibit “B” (the “Sharing Well Plat”). It is the intent of the Parties for the Sharing Well to traverse the Sharing Tracts in order to prevent physical and economic waste and the drilling of unnecessary wells, and increase the ultimate recovery of oil, gas and other hydrocarbons from the Sharing Tracts covered by the Leases, and to protect the correlative rights of the Parties such that each may receive its fair share of the oil, gas and other hydrocarbon production from in and under the Sharing Tracts covered by the Leases.
The Parties hereby agree that it is mutually beneficial for the Sharing Well to be drilled and completed across the Sharing Tracts and further agree that a basis for allocating the production of hydrocarbons derived therefrom should be established. For good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, incorporating the paragraphs above as though each is included below, the Parties hereby agree as follows:
1. For purposes of this PSA, the following definitions apply:
a. “Allocation Factor” means a fraction, the numerator of which is that portion of the length of the Productive Drainhole of the Sharing Well within each Sharing Tract, and the denominator of which is the entire length of the Productive Drainhole, in either case described in whole numeric feet. The Allocation Factor for each Sharing Tract is described on Exhibit “A” as the quotient of the fraction described herein, with eight (8) digits after the decimal.
b. “As-Drilled Plat” is defined in Articles 4 and 5 of this PSA and is to be in the same format as the Sharing Well Plat (as defined below).
c. “Completed Portion(s)” means one or more portion(s) of horizontal lateral of the Sharing Well, measured in feet, between the first take point and the last take point that is 1) within one hundred (100’) feet or less of the nearest Take Point, 2) has been hydraulically stimulated for the production of hydrocarbons, and 3) is within the Target Interval.
d. “Productive Drainhole” means the aggregate Completed Portion(s) of the horizontal wellbore of the Sharing Well within the Target Interval, the length of which is described and depicted (i) in total and (ii) for each of the Sharing Tracts on the attached Exhibit “A”, the Sharing Well Plat (as defined below).
e. “Sharing Well” is the oil or gas well identified by name and API # in the recitals, the Productive Drainhole of which traverses the Target Interval of the Sharing Tracts.
f. “Sharing Well Plat” is the well plat depicting the planned Sharing Well set forth on Exhibit “B”, as further defined in Article 2 herein, and as approved, at its sole discretion, by the execution of this PSA on behalf of University Lands.
g. “Take Point” means any point along the completed horizontal portion of the wellbore of the Sharing Well between the first and last pressure stimulated perforations therein, where oil, gas and/or other hydrocarbons (including condensate, distillate, and other liquids) can be produced in paying quantities into the Productive Drainhole from the Target Interval.
h. “Target Interval” means those depths of the Leases covering the Sharing Tracts that are equivalent stratigraphically to the entire correlative interval described below:
a. From: A measured depth of [X,XXX] feet;
b. To: A measured depth of [X,XXX] feet;
c. As identified in the [sonic] log of the [WELL NAME] (API #42-[XXX]-[XXXXX]).
i. “UL Sharing Tract NRI” means the Allocation Factor for a Sharing Tract multiplied by the respective royalty rate in each Lease described on Exhibit “A”.
j. “UL Sharing Well NRI” means the sum of the UL Sharing Tract NRI for all Sharing Tracts, attributable to University Lands from the date of first production and further described on Exhibit “A”. During the term of this PSA all royalties due and payable hereunder shall be paid to University Lands in accordance with the UL Sharing Well NRI.
2. The Sharing Well Plat must include: (a) the Sharing Tract numbers referenced on Exhibit “A”; (b) the identifying University Lands Lease numbers; (c) the identifying block and section numbers of each Sharing Tract and Lease; (d) the locations of the first and last Take Points as they relate to the boundary lines of the Lease(s) on which they are located; (e) the length of the Productive Drainhole, described (i) in its entirety, and (ii) for each of the Sharing Tracts as determined by measuring the length of the Productive Drainhole under each individual Sharing Tract. All payments due and payable to University Lands attributable to the Sharing Well will be in accordance with the Sharing Well NRI and the Sharing Well Plat and Operator shall be bound by such allocations during the term of this PSA. 
3. This PSA will terminate on the date that is twelve (12) months after the Effective Date, UNLESS, prior to said date, production of hydrocarbons in paying quantities from the Sharing Well is established, in which case this PSA will remain in effect for so long thereafter as the Sharing Well produces hydrocarbons in quantities that comply with the terms and conditions of each Lease, or pursuant to the terms and conditions herein, respectively. If any one of the Leases terminates in its entirety, this PSA terminates. Upon termination of this PSA, due to termination of a Lease, or otherwise, Operator shall execute a CERTIFICATE OF TERMINATION (in the form specified at the time by University Lands) and thereafter must record said instrument in the applicable county records within sixty (60) days of said termination. No hydrocarbons may be produced from the Sharing Well without a valid PRODUCTION SHARING AGREEMENT governing the allocation of production from such Sharing Well.
4. No later than twenty-five (25) days from the date the Sharing Well begins flowback as a result of its initial completion, or a subsequent workover or recompletion operation, Operator shall submit an As-Drilled Plat of the Sharing Well to the attention of the land department of University Lands at the address described in the preamble. Failure to provide an As-Drilled Plat as anticipated and required herein will be considered a material breach of this PSA. 
5. After the initial completion of the Sharing Well, or its subsequent workover or recompletion, if the Productive Drainhole of the Sharing Well, as depicted on an As-Drilled Plat (which may require revision from time to time): (i) does not traverse one or more of the Leases; or (ii) traverses a lease other than the Leases; or (iii) would result in a higher UL Sharing Well NRI than the UL Sharing Well NRI described on Exhibit “A” attached to this PSA, a REPLACEMENT OF PRODUCTION SHARING AGREEMENT instrument (a “Replacement PSA”) approved and executed by University Lands, adding or removing tracts and/or adjusting the UL Sharing Well NRI upward, as necessary, is required to be executed and recorded by the Operator. Any Replacement PSA must be submitted for the approval of University Lands by the Operator within twenty-five (25) days from the date the Sharing Well begins flowback, to be dated effective as of the date hydrocarbons are first produced from the Sharing Well as a result of the completion, workover, and/or recompletion of the Sharing Well necessitating said Replacement PSA. Within thirty (30) days of receipt of written approval by University Lands of a Replacement PSA, Operator must execute said Replacement PSA, and upon execution on behalf of University Lands, Operator must file said instrument in the applicable county records, thereafter providing University Lands with a recorded copy within sixty (60) days of the date said Replacement PSA is recorded. Breach of the provisions of this Paragraph 5 shall constitute a material breach of this PSA, and this PSA may be terminated by University Lands by written notice to Operator.  In no event will University Lands be required to approve a Replacement PSA, nor will there ever be a downward adjustment to the UL Sharing Well NRI from that which is described on Exhibit “A” attached to this PSA.   
6. The Parties consent to the Sharing Well traversing the boundaries of the Leases, notwithstanding the lease-line spacing requirements of the Railroad Commission of Texas, or its successor. In no event will the execution of this PSA on behalf of University Lands be considered a waiver of, or consent to, a violation of the between-well spacing requirements of the Railroad Commission of Texas, or its successor. Except as set forth in this PSA, all provisions of the Leases remain in full force and effect as originally written.
7. The Parties agree that this PSA affects only the allocation of the production of hydrocarbons from the Sharing Well and in no way affects the allocation of the production of hydrocarbons from any other wells drilled and/or completed or to be drilled and/or completed on or across the Sharing Tracts.
8. This PSA, will NOT: (a) operate as a ratification or revivor of any portion of the Leases (including depths) that has expired, terminated, or been released in whole or in part; (b) constitute a waiver or release of any defense, cause of action, or claim for money, oil, gas or other hydrocarbons by reason of the existence and/or failure of any of the Leases; (c) constitute a waiver or release of any claim that any portion of the Leases (including depths) is void or voidable for any reason, including, without limitation, violations of the laws of the State; (d) constitute a confirmation or recognition of the acreage or any boundary of any Sharing Tract or other parcel of land in which the State claims an interest; (e) constitute a ratification of, or a waiver or release of any claim by the State with respect to any violation of a statute, regulation, or any of the common laws of the State, or any breach of any contract, duty, or other obligation owed to the State.
9. Except as may be set forth herein, execution of this PSA on behalf of the Parties will not relieve Operator, or its assigns, of compliance with the covenants and duties implied under the law in connection with the Leases covering the Sharing Tracts, including, but not limited to, the express obligations contained in the Leases and any amendments thereto, the covenant of reasonable development, and the covenant to protect the Leases from drainage. Execution of this PSA on behalf of University Lands will NOT be deemed a waiver of any right to claim that Operator, or its assigns, have failed to comply with any such covenants or duties. In the event of a material breach of this PSA, the Leases, or the directives, this PSA is terminable at Lessor’s option and its sole discretion. 
10. OPERATOR SHALL INDEMNIFY, DEFEND, HOLD HARMLESS, AND RELEASE LESSOR, THE STATE OF TEXAS, UNIVERSITY LANDS, THE BOARD OF REGENTS, THE UNIVERSITY OF TEXAS SYSTEM, THE OFFICERS AND BOARD MEMBERS OF UNIVERSITY LANDS, AND EACH OF THEIR RESPECTIVE REPRESENTATIVES, REGENTS, HEIRS DEVISEES, SUCCESSORS AND ASSIGNS (“INDEMNIFIED PARTIES”) FROM AND AGAINST ANY AND ALL CLAIMS AND CAUSES OF ACTION OF EVERY NATURE (INCLUDING BUT NOT LIMITED TO PERSONAL INJURY AND WRONGFUL DEATH), OR OTHER HARM FOR WHICH RECOVERY OF DAMAGES IS SOUGHT , UNDER ANY THEORY INCLUDING TORT, CONTRACT OR STRICT LIABILITY, LOSSES, DAMAGES, DEFICIENCIES, FINES, FEES, PENALTIES, INTEREST, AWARDS, COSTS, OR EXPENSES OF ANY KIND OR CHARACTER, INCLUDING ATTORNEY’S FEES, THAT ARISE OUT OF, ARE INCIDENTAL TO, RESULT FROM, OR ARE IN ANY WAY RELATED TO THIS AGREEMENT. THIS INDEMNIFICATION IS SUPPLEMENTAL TO AND NOT IN LIMITATION OF ANY OTHER INDEMNIFICATIONS PROVIDED BY OPERATOR IN THE LEASES AND OR OTHER AGREEMENTS THE LEASES ARE SUBJECT THERETO.  
11. This PSA will not constitute or be construed as a conveyance or cross-conveyance of any interest by a Party to the owners of an interest in the production of hydrocarbons from the Sharing Well.
12. If the terms and conditions of any of the Leases requires a partial release to be submitted for the approval of University Lands, upon said approval, Operator must execute and record said partial release in accordance with the requirements of the applicable Lease(s). In the event the terms and conditions of any of the Leases requires a designation of Production Acreage (or Productive Acreage, as may be the case) to be submitted for the approval of University Lands, upon receipt of said approval by University Lands, pursuant explicitly to the execution of this PSA, Operator must execute and record said designation of Production Acreage in the records of the applicable county, regardless of whether the terms and conditions of one or more of the Leases requires said designation of Production Acreage to be recorded. In the event the Leases do not contain such a requirement, Operator shall submit and record a Designation of Production Acreage in accordance with the then-current University Lands form. All such required designations must be submitted within sixty (60) days of completion operations of the Sharing Well. Failure by the Operator to execute and record a designation of Production Acreage and/or partial release required by any one or more of the Leases, or this PSA, will be deemed a material breach of the applicable agreement.
13. The individuals executing this PSA each represent that they have full power and authority to enter into this PSA on behalf of the Party for which the individual is executing this PSA. Operator warrants that it has the requisite legal authority to enter into, bind, and set allocation on behalf of all non-operated working interest parties and or other lessees in the Leases, and further agrees to defend and keep University Lands whole in regard to payments due to University Lands arising from this PSA or the Leases in addition to and not in limitation of the indemnification otherwise described herein. This PSA may be executed in multiple original counterparts with the same force and effect as if all signatures were set forth upon a single instrument. The executed counterparts may be combined into one or more instruments for recordation, by combining the signature pages and acknowledgments.
14. This PSA and/or the Sharing Well subject thereto may not be assigned without the express written consent of University Lands, which may withhold consent in its sole discretion. 
15. This PSA reflects the entire and final agreement of the Parties with respect to the subject matter and supersedes any prior written or oral agreements or communications between the Parties. This PSA is governed by the laws of the State of Texas. In the event of a conflict between the terms and conditions of one or more of the Leases and the terms and conditions of this PSA, this PSA will control. No modifications or amendments of this PSA will be binding or enforceable unless made in writing and signed by the Parties.
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IN WITNESS WHEREOF, this instrument is executed by the undersigned on the date of acknowledgement below, to be effective for all purposes on the Effective Date.


OPERATOR:
[OPERATOR ENTITY NAME]


By:       ______________________________

Name:  	

Title:   	

Date:   _______________________________
		





STATE OF [XXXXXX]			§
			§
COUNTY OF [XXXXXX]			§



This instrument was acknowledged before me on _______________________, ____________, 202__ by __________________________________, as _______________________________ for _______________________________, a state of _______________, a [limited liability company], on behalf of said [company].


______________________________
	Notary Public










IN TESTIMONY WHEREOF, witness the signature of Dawn Buckingham, M.D., in the dual capacity of Commissioner of the Texas General Land Office, under the Seal thereof, and as Chairwoman of the Board for Lease of University Lands, to be effective on the date of execution below, unless otherwise explicitly stated herein.
 
STATE OF TEXAS                                                         
&
BOARD FOR LEASE OF UNIVERSITY LANDS


 
By:      _______________________________                 
Dawn Buckingham, M.D.                                        
Commissioner,
Texas General Land Office
&
Chairwoman,
Board for Lease of University Lands
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Date:   ____________________ 

EXHIBIT “A” 
Sharing Tracts and Leases 
	[bookmark: _Hlk175312184]Production Acreage Sharing Tract #:
	1

	Applicable UL Agreement #:
	[######]

	UL Agreement Title:
	OIL AND GAS LEASE #[######]

	Agreement Date:
	[01/01/2000]

	Document #:
	[XXXX]

	Volume:
	[XXXX]

	Page:
	[XXXX]

	County:
	[XXXX]

	State:
	TX

	Survey:
	UL

	Block:
	[XXXX]

	Section: 
	[XXXX]

	Sharing Tract Productive Drainhole Length:
	5,080

	Total Productive Drainhole Length:
	7,620

	Allocation Factor:
	0.66666667

	Royalty Rate:
	[25%]

	UL Sharing Tract NRI:
	0.16666667



	Production Acreage Sharing Tract #:
	2

	Applicable UL Agreement #:
	[######]

	UL Agreement Title:
	OIL AND GAS LEASE #[######]

	Agreement Date:
	[01/01/2000]

	Document #:
	[XXXX]

	Volume:
	[XXXX]

	Page:
	[XXXX]

	County:
	[XXXX]

	State:
	TX

	Survey:
	UL

	Block:
	[XXXX]

	Section: 
	[XXXX]

	Sharing Tract Productive Drainhole Length:
	2,540

	Total Productive Drainhole Length:
	7,620

	Allocation Factor:
	0.33333334

	Royalty Rate:
	[20%]

	UL Sharing Tract NRI:
	0.06666667



	[bookmark: _Hlk175312815]Sharing Well Name:
	[NAME OF SHARING WELL]

	API #:
	42-[###]-[#####]

	 UL Sharing Well NRI:
	[0.23333334]
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END OF EXHIBIT “A”
EXHIBIT “B” 
Sharing Well Plat

Attached.
(Insert Plat)



	Production Acreage Sharing Tract#:
	1
	2

	Sharing Tract Productive Drainhole Length:
	5,080
	2,540

	Total Productive Drainhole Length:
	7,620
	7,620

	Allocation Factor:
	0.66666667
	0.33333333

	Royalty Rate:
	[25%]
	[20%]

	UL Sharing Tract NRI:
	0.16666667
	0.06666667

	Sharing Well Name:
	[NAME OF SHARING WELL]

	API #:
	42-[###]-[#####]

	 UL Sharing Well NRI:
	[0.23333334]



END OF EXHIBIT “B”

