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State Lease Number

M4 (3318

For GLO Use Only

October 7, 2003
MINERAL LEASE BID APPLICATION

APPLICANT I agree, if awarded a lease on the referenced tract, to comply with all terms
AGREEMENT and conditions of said lease and with all applicable laws that so govern said
lease, and as those laws may be amended.
APPLICANT Name: Quu!,ﬁ,gggu, Nservaces Tasx.
IDENTIFICATION
TO APPEAR ON address: 1 1) Wesy Yesepale Swger Sunve 200
LEASE (type/print)
Ciw:gﬁ Degrrn State: "\ X zip: 1/oH- Y62
(Include +4 Code)
Telephone: ( BV ) 66S- St
AREA nty(ies): o LLSurvev/Area:%—ﬂbs(Q\UﬁL
E'.‘:. DESCRIPTION (If Applicable)
S Block/Tsp.: Section/Tract: q Ares: D20
4 (If Applicable)
.e [~ =
s 4. BID (A) Bonus Amount (%) %’L,rzl‘\':)
SUBMISSION . — - )
Eﬁm- hwe Wevsanp o ”wunga Soam § Fos——
. (type/print above) i
LE R L]
“eves’ (B) Sales Fee Amount (%) \.:2_33 51:315'
--n. -1 L —_— e
A loelve Huvorep ImeM —1hhsg 4 Do
(type/print above) !
This Sales Fee is 1%2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
"""""""""""""""""""""""""""""""""""""""""""""""" kA
MGL. NO, APPLICANT NAME BONUS AMOUNT ONLY (A) ]

(Do Not include sales fee)

e Qum&su,ugg (Y\Cﬁggﬂ_.('_ﬁs Lgc, ($) 82}2‘-{0-'@—’

(same as above) O

q
A7y 22240.°°
(mu a - /\ =
‘S\IGGEI:QTURE OF MZ: Zb

(signature) 04 008
ScorT HERSTEIN “\ mRR 0

STATE OF TEXAS
TAX I.D. #

(type/print name)




N Quicksilver Resources inc.
777 West Rosedale, Suite 300
Fort Worth, Texas 76104
(817) 665-5000
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Lease Form
Revised 10/99
River

Justin, Texag

OIL AND GAS LEASE
NO. M-103313

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being bercinafier referred to as N.R.C.), and subjecl il
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C,, the following arca, to-wit:

TRACT 9 OF THE BRAZOS RIVER, BOSQUE, JOHNSON, AND SOMERVELL COUNTIES, TEXAS, CONTAINING APPROXIMATELY 310 ACRES; TRACT 915 BOUND
ON ITS UPSTREAM END BY A SOUTHWESTERLY EXTENSION OF THE SOUTHEAST LINE OF THE ALFRED FARQUHAR SURVEY, A-142, SOMERVELL COUNTY,
AND A-271, JOHNSON COUNTY, AND IS BOUND ON ITS DOWNSTREAM END BY A NORTHEASTERLY EXTENSION OF THE SQUTHEAST LINE OF THE JOHN
BROCKNER SURVEY, A-58, BOSQUE COUNTY.,

was, after being duly advertised, offered for lease on the 7th day of October, 2003, at 10:00 o'clock a.m, by the Comunissioner of the Genera! Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilting for, and producing oil and/er gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up o said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at &
regular meeting thereof in the General Land Office, on the 7* day of October, 2003, hereinafter the "effective date” and it was found and detzymined that QUICKSILVER RESOURCES,
INC, whose address is 777 WEST ROSEDALE STREET, SUITE 300, FORT WORTH, TEXAS 76104-4627, had offcred the highest and best bid for a lease of the area above described
and is, therefore, entitled to receive a lease thercon:

NOW, THEREFORE, I, Icrry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafler designated Lessee, the sum of Eighty-Two Thousand Two Hundred Forty And 00/100 Dollars
{$82,240.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do
bereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and
conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the fill use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the eatent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundarics
of the leased area. All of the rights in and o the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such 3 manner
that neither shatl unduly interfere with the operations of the other.

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein cafled "primary term™) and as Jong thereafter as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas al Austin, Texas, the sum of Five Dollars (55.00), per acre, which shall operale as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of & well may
be further deferred for like periods of the same number of months successively during the primary tenm hereof.

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay

ot cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:
4
(A) OIL: As s royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensale, distillate, and other liquid

hydmcarbons recovered from ofl or gas run through a separator or other equipment, a8 hereinafler provided, 174 part of the gross production or the market value thereof, at the opticn of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid bydrocarbons, respectively, of a like type and
gravity in the general area where produced and when nm, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that atl liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a scparator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined a3 all hydrocarbons and gaseous substances not defined as oil in subparagraph {A} above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall pot at
any time ¢xceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction 10 be made for pressure according to Boyle's Law,
and for specific gravity according to test made by the Balance Method or by the most spproved method of testing being used by the industry at the time of {esting.



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 174 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the tota! plant production of
residuc gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of Hquid
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliatc) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at anms' length {or if there is no such third party, the highest percent then being specified i processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas {or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

{D) OTHER PRODUCTS: Asa royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry” or any other gas, by fractionating, bumning or any other processing, 1/4 part of gross production of such products, or the market vatue thereof, at the option of Lessor, such
market value to be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or
(2) Cn the basis of the average gross sale ptice of each product for the same month in which such products are produced; whichever is the greater.

(E) YARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of’
this lease and such preduction is brought on line and sales thereof are commenced within twelve (12) months of the effective date hereof| the royalty rate provided herein shall be reduced to 20%,
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may camn a reduced
royalty rate of 20% as herein provided, Lessce should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month extension
of the term in which to ¢am a reduced royalty rate by giving notice to the Commissioner of the General Land Qffice, commencing drilling operations on an additional well prior to the expiration of
such three (3} month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established and so that
such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(i} In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought en line and sales thereof are cormmenced after the expiration
of twelve (12) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may eamn a
reduced royalty rate of 22.5% as herein provided, Lessee should drifl in good faith and complete the first well as & dry hote on the land covered by this lease, Lessee may receive a three {3) moath
extension of the term in which (o ear a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additionat well prior to the
expiration of such three (3) mouth period and prosecuting diligenty and in good faith the drilling of such additional well and completing same sa that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor tmder this Jease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under thig lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced bereumder
in any processing plant. Notwithstanding anything centained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled vntil such time as the
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this Jease.

(D) MINIMUM ROYALTY: During any yesar afler the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and paysble on or before the last day of the month succeeding the anniversary date of
this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year.

() MARGINAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the mrinimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimmm.

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land (ffice at Austin, Texas, in the following manner;
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the sccond month succeeding the month of production, and reyalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and marmmer prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or
reports confirming the gross production, dispesition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remitlance advice showing by the assigned General Land Office lease aurnber the amount of royalty being paid on each lease. If Lessee pays his royalty on or before
thirty (30) days afler the royalty payment was du, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are ot filed when due shall incur a penalty in an amount set by the General Land Office administrative nle
which is effective on the date whea the affidavits or supporting documents were due. The Lessce shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law nor act 1o postpone the date on which rovalties were
originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value,

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually fumish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable 1o this lease and shall fumish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessce. All other contracts and records pertaining to the production, transportation, sale and
marketing of the il and gas produced on said premises, including the books and sccounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and exarmination by the Comrmissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any of them.

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



Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuftings and cores, or other information relative to the operation of the
above-described prenmses, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessce shall have sn electrical and/or radioactivity survey
made on the bore-bole section, from the base of the surface casing (o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

{C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been completed on the leased premiises,
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and
in marketing the production thereon.

{A) VERTICAL: In the event this lcase is in force and effect two (2) years after the expiration date of the primary or extended tenm it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natura! Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for
cach such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 50 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain @ surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for & surface lease from the Land
Office, but the Land Cormmnissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years afier the expiration date of the primary or extended term it shall further terminate as 1o all depths below 100
feet below the total depth dritled (hereinafier "decper depths™) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease {as specified on page 1 hereof). If such amount is paid, this lease shall be in force
and effect a3 o such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter a3 oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of 2 square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board.  Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record »
release or releases containing a satisfactory legal description of the acreage and/or depths not retained bereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
releases within ninety {90) days after being requested to do 3o by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depihs to be released hereunder and record such instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Qffice and such
designation shall be binding upon Lessee for all purposes. 1f at any time after the effective date of the partial termination provisions hereof, the applicable ficld rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafier aflocated to said well or wells for production purposes, this lease shall thereupon terminate as 1o all acreage not thereafier
sllocated to said well or wells for production purposes.

8, OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covercd by this lease, the Lessce shall, within sixty (60) days afier such initial production from the
draining well or the well located within one thousand (1,000} feet from the area covered by this lease begin in good faith and prosecute diligentty the drilling of an offsct well on the area covered
by this lease, and such offset well shall be drilled 1o such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all
means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantitics. Only upon the determination of the Cornmissioner and with his written approval,
may the payment of 2 compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term heveof and prior 1o discovery and production of oil or gas on said land,
Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fom date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the preduction of oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee Tay maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 19, using the expiration of the primary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drifled on the above deseribed land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the anoual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure
to make such payment, this lease shall ipse facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereaf.

10. CESSATION, DRILLING, AND REWORKING: If, afier the expiration of the primary term, production of oil or gas from the leased premises, afler once obtained, should cease from
any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this Jease shall rermain in full force and
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well
royalties or payment of compensatory royaltics is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease
will not termyinate if the Lessee conmences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry bole, and this kease shall remain in effect s0
long as Lessee continues drilling or reworking operations in good faith and in & workmanlike manner without interruptions totaling more than sixty (50} days. Lessee shall give written notice to
the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time afier the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, 2 well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 & year for each well capable of producing oil or gas in paying quantities. To be effective, each
initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
afler Lessee complctes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be considered to
be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1} year by
paying the same amount each year on or before the expiration of each shut-in year.

11. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and detivered in paying quantities from a
well located within one thousand (1,000) fect of the leased premises and completed in the same producing reservoir, or in any case in which drainage is eccwring, the right to continue to fraintain
the lease by paying the shut-in 0il or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid.  The Lessec may maintain the



lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of preduction from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased prentises. The compensatory royalty is to be paid monthly to the Commiissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premuses; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thisty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisty the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will acerue penalty and interest in accordance with Paragraph 5
of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thercon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for & thirty (30) day extension of this lease, accompanied by payrent of Three Thousand Dollars ($3,000.00} if this leasc covers six hurdred forty (640) acres or less
and $ix Thousand Doflars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty {30) day period from and
afler the expiration of the prinary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations arc being
conducted make like application and payment during any thirty (30) day extended pcriod for an additional extension of thirty (30} days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantmes provided, howaver, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right o use water produced on said land necessary for operations hereunder and solely upon the leased premmses; provided,
however, Lessee shall not use potable water or water suitable for livestock or infgation purposes for water flood operations without the prior written consent of Lessor. Subject ko its obligation to
pay surface damages, Lessce shall bave the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTTON: In developing this area, Lessee shall m the highest degree of care and all proper safeguards to prevent poltution. Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, secpage or ground water contamination. In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

(A) UPLANDS: Lesses shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste ot garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall inctude but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1* in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections {a) and {b) of this paragraph shali slso apply to rivers and riverbeds.

. (D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be Hable for
the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste,

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed bwenty-five {25) feet from each well on the premises covered by this lease, a legible sign on which ghall
be stated the name of the operator, the lease designation and the well number. 'Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of 2 multiple beader system, each line between cach well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The Jease may be transferred at any time; provided, however, that the Hability of the transferor to properly discharge its obligation under the lease, including property
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Cormrissioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, a3 provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the Genera! Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or centified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and
penalties owed to the State by the original lessee or any prior transferce of the lease, including any liabilities to the state for unpaid royalties,

18, RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days afler its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof Such relinquishment will not have the ffect of releasing Lessee from any liability theretofore
accrued in favor of the State,

15. LIEN: Inaccordance with N.R.C. Section 52,136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the len provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and 1o secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and recond such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are 1o prior or superior liens arising from and relating to Lessee's activities upon the
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time detenmine that this representation is not true, then the Cormmissionsr rmay declare this
lease forfeited as provided herein,

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sumn within thirty (30) days after it becomes due, or if Lessee or an suthorized agent should knowingly make any
false retum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the nules snd regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with niles and regulations promwlgated by the General
Land Office, the School Land Board, or the Railroad Comunission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should
knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
viglate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Conumissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be subject to
lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automnatic tenmination of this lease by




operation of law or by reason of any special limitation arising bereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon
satisfactory evidence to the Commissioner of the Genetal Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted
relative hereto,

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemmnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject 1o all rules and regulations, and amendiments thereto, promulgated by the Commissioner of the
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated thal relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders dnd ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land Ffranchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or passess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or tuming basin which has been authorized by the United States as a federal project for future construction, whichever is nearer,

13. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the ¢asing or any part of the equipment from any
producing, dry, or abandoned well or wells without the written consent of the Commmissioner of the General Land Office or his authorized representative; nor shall Lessee, without the writien
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and unt atl stush or refuse pits have been properly filled and all
broken or discarded Jumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24, FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in suppert of
Lessee’s contention and Lessee shall not be liable for damages for failure to conply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted
by the Schoel Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the
leased premises; provided, however, that nothing herein shall be construed 1o suspend the payment of rentals during the primary or extended term, nor to abridge Lessec’s right to a suspension
under any applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other bydrocarbons produced
from said lease. This includes, but is ot limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at afl access points at the lease's
production, gathering and storage gystems where theft of hydrocarbons can oceur. Lessee shalt be lable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
rayalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of 2 pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers & lesser
number of acres than the total smount described herein, payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, 5o that payments determined on a per acre basig under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease,

17. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend o and be binding upon the heirs, executors, adrministrators, successors or
assigns of Lessee herein

28. ANTIQUITIES CODE: In the event that any feature of archeclogical or historical interest on Perrmanent School Fund Land is encountered during the activitics authorized by this lease,
Lessee will immediately cease sctivities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commmission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.
Lessce is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-65, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat.
Code Ann. (Vemon 1993 & Supp. 1998). On state-owned land pot dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a
project Jocation. An archaeclogical survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or
other feature of archacological, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas
Historical Commission so that adequaie measures may be undertaken to protect or recover such discoveries or findings, as appropriate.

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in 8 court of competent jurisdiction Jocated in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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3., EXECUTION: This cil and gas lease must be signed and acknowledged by the Lessee before it is fled of record in the county records and in the General Land Office of the State of
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF.

BEFQRE ME, the undersigned authority, on this day personally appeared

known to me 1o be the person whose name is subscribed to the foregoing instrument, as of

and acknowledged to me that he executed the same

for the purpeses and consideration therein expressed, in the capacity stated, and as the act and deed of said comoration.

Given under my hand and scal of office this the day of , 20,

Notary Public in and for,

STATE OF, (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

Before me, the undersigned authority, on this day personally appeared

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the
same for the purposes ard consideration therein expressed.

Given under my hand and seal of office this the day of »20

Notary Public in and for




TEXAS

GENERAL LAND OFFICIE

JERRY PATTERSON, COMMISSIONER

October 28, 2003

Mr. Scott Herstein

Quicksilver Resources, Inc.

777 West Rosedale Street, Suite 300
Fort Worth, Texas 76104-4627

Dear Mr. Herstein:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on
October 7, 2003. | am pleased to inform you that Quicksilver Resources, Inc. was the
high bidder on MGL. No. 23, which has been assigned the lease number M-103318.

The lease agreement for State Lease M-103318 is enclosed and will serve as your
receipt for the amount of your bid. This lease form must be signed and acknowledged
by the lessee, and then recorded in the County Clerk's office of the county or counties
in which lands covered by the lease are located. After signing and recording the lease,
please submit a certified copy of the recorded lease to the attention of the undersigned.
These requirements are material provisions of the lease; therefore, please return the
certified copy at your earliest convenience.

The lessee's other contractual and statutory responsibilities are outlined in the lease
agreement, such as Section 6(B), which requires operators to submit written notice of
all drilling, production, and related activities. When lessees file specific forms with the
Texas Railroad Commission, they are required to submit copies of these forms to the
General Land Office. Examples of these forms are: W-1, Application to Drill, Deepen,
or Plug Back; W-2, Gil Well Potential Test, Completion or Recompletion Report and
Log; W-3, Plugging Record; G -1, Gas Well Back Pressure Test, Completion/
Recompletion Report and Log; G-5, Gas Well Classification Report; G-10, Gas Well
Status Report; W-10, Oil Well Status Report; W-12, Inclination Report; Electric Logs;
Directional Surveys.

Please let me know if you have any questions or need any additional information.

Sincerely,
ge B. Hatter, Director

Mineral Leasing Division
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OIL AND GAS LEASE
NO. M-103318

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments o said
N.R.C., the following area, to-wit:

TRACT 9 OF THE BRAZOS RIVER, BOSQUE, JOHNSON, AND SOMERVELL COUNTIES, TEXAS, CONTAINING APPROXIMATELY 320 ACRES; TRACT 9 1S BOUND
ONITS UPSTREAM END BY A SOUTHWESTERLY EXTENSION OF THE SOUTHEAST LINE OF THE ALFRED FARQUHAR SURVEY, A-142, SOMERVELL COUNTY,
AND A-271, JOHNSON COUNTY, AND IS BOUND ON ITS DOWNSTREAM END BY A NORTHEASTERLY EXTENSION OF THE SOUTHEAST LINE OF THE JOHN
BROCKNER SURVEY, A-58, BOSQUE COUNTY.,,

was, after being duly advertised, offered for lease on the 7th day of October, 2003, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 7* day of October, 2003, hereinafter the " elfective date™ and it was found and determined that QUICKSILVER RESOURCES,
INC. whose address is 777 WEST ROSEDALE STREET, SUITE 300, FORT WORTH, TEXAS 76104-4627, had offered the highest and best bid for a lease of the area above described
and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, 1, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafler sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafler designated Lessee, the sum of Eighty-Two Thousand Twe Hundred Forty And 00/100 Dollars
($82,240.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do
hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right 1o prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and
conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee berein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other,

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (berein called "primary term”) and as long thereafler as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as 1o both parties unless the Lessee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars ($5.00), per acre, which shall operate as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may
be further deferred for like periods of the same ber of hs su ively during the primary term hereof.

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees o pay
or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

(A) OIL: Asa royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient (o the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered o the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law,
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.
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w&hqﬂ&yhhmﬂww!)hmmmuuoﬁaﬁhmm‘u(whwimdlvenppwnni:upriulbrﬂn:upectinmdesorliquidhydmurbom).
whichever is the greater. bumhwm.shﬂhmﬁumpbhmmhpmmbeIeulhlndnmyalﬁuwhkhwodd!uvebemduhadﬂn;nnolbecnpmcum

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry” or any other gas, by fractionating, burning or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

(I)OnIhlbnhof&cwwmofmhpmdmdmhameumnnnmhwhkhmhpmdwthwudmed.or
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of
ﬂ:iiInnlndmhptodwﬁmhWm&nmﬂnhmrmmdmmmlw(n)mmorﬂueﬁuh’wdnuhemtt!wmynltymcprow’ded!mem:hnbendmcdbzﬂ%.
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may eam a reduced
myll'lyrluofzo%nmmmw&mhmwwwmlﬂhﬁmmﬂnl&yhl«mlhellndcuvemdhyﬂ:i:Iene.Lcsuemyuceivnduw(.‘.)mlhewan
nfanhﬂnhwbﬁnhhmnndwdmyﬂrynhbymmwlhaConnissiuneroftheﬂmlundotﬁce.tomin;dn'llingopenﬁomonmlddjumlwellpriortom“phﬁmof
such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same 5o that production in paying quantities is established and so that
mhpmdmiubmughtonIinemduluwamomrmwedpﬁmmmeexpindonofmhune(l)mthuumimpeﬁod

(i) hmmmiummimmb&umr-oflhhluumdmhpmdmﬁonbbtwﬂumlmnndnluthewol‘mcommnc:dlﬂzrﬂnuphm
of twelve (12) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
ns%mdmnlwbmmhm“ﬂmndmmhhndmmdhymhluu.vaidedthn.il'dwingluchlwelve(lZ)mnlhwmdwin;whkhLmeemymn
reduced royalty rate of 22.5% as herein provided, Mmmiﬂpodhimmdmmmeﬂm“nundrybkmﬂnlmdcomudby(hhleau.l.eu«mymeiwnﬂme(l)nnuh
mdhmhm&bmammnubyﬁmmholheCmniuiowofﬂuqumommmmmmdﬂllhgmﬁammmlddiﬁmnlmnprhbh
whﬂonofmhhﬂ)mhwbdudmwmhpodfiiﬂ:thedrﬂliuofmchlddiﬁonllmﬂnndcumhﬁn.mnﬂntpmdmmmpaymgqmﬁﬁuiauublhhd
mlhoIhlnchu'oducﬂunilbrwghlnnlimmduhlﬂnrw!’meomuoedpﬁw!nd:cexpiuﬁonofsmhmm(i)mnmexwmimm

(F) NO DEDUCTIONS: mlmmmmmmwmmmIeuulullbewidmudedudmfmducoﬂofpmdmm.nmpomg.mdomcminmhn;h
oil, gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Nmmnyﬁqmmmnmmm.ummy,nmmmmmmwaﬂmﬁamm.mutmmwm
ﬁmbﬂunhnpymwmmmymyuﬁumbmmmﬁhmbemdehwwﬂln\udaducdonfotucmlnrpmdmh; gathering, storing, separating, treating,
wwmwmmmmmmmmmmummm«m@ for sale or use. Lessor's right to take its royalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: Nowyuuyslullbcpn)‘bhonmypauunynprmalfhhlem‘npmpoﬂiomtsﬂuuufmymeluaedlopmcmpspmd\mdhﬂm
in any processing plant. WWMMDhmy.mdtdajmbmmiawﬂﬂuufthcmbwcfdrﬂmlLnndomce,uueen-ymychpl
hﬂumuhmmmmhﬂhy&nwbmmmhd:mhwbeaummwd.lndmmyllﬁumnbepcyubhmmepsmmcyclcdmlﬂmhﬁuuh
mmﬂzﬂuﬁubepmdwcdmdmldumdbyl.mshmhmmerubmﬁdemmnmylltyu:ﬂmmmemyalwpmmm of this lease.

(I) MINIMUM ROYALTY: D:ril\;uyywmmexphﬂonofmeprhnrymo[mhmifth'uleueisminnhtectbypmdwﬁm.ﬁ\emynlﬁupaidanwfinmmmuhall
hhuhummqmuhmlmkhymmmm.mmbeﬁuemdpnynhleonorbcfmﬂuIutduyofthe month succeeding the anniversary date of
ﬂihhnenmqmlh&emlmdmmlhuﬁnmﬁmlﬁ«pﬂddmmepnccﬁum.

() MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
mmwhm4mhmmmﬁﬁddﬂlhnndmmnnnwmnfdlmmﬂn:nimowwﬁemhmvm Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register, Rules currently provide that royalty on oil is due and must be received in the
GnunanﬂOﬂloeuwhch-hShdnyoﬂnuwndm&mediuunmam&mmmmmhdummbenceivedinuncmlundOﬁEuonorbcﬁmuu
lSﬁMthMM&MMMmwmiodbyﬂnlﬁhvﬁnfhom.mmotﬂh«twmootmloudhﬂnh‘mmdmpmcrﬂndby
ﬂnﬂmnlWWNMMMmudwdonoflnoﬂlndplpmdwodnndhuﬂnvﬂuofhoﬂludmmdmﬂihlcopyoflﬂdocmwdla
muenﬁﬂuhmmdiq’mitbnmduutetnlucimhﬂhgmmcmmdinp.pipclhumcrbh.m}hnmmmlnutuhummmhnfmmlwndmdmdpu
hnpbc&uuﬂ:.ntpoollmdmMupmdmu&rmwmmﬁwﬁkhwomlumomcmymmverityuwpmnpmducﬁm.di;miﬁonmdmrtu
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
lchadnh,mmryuroﬂnrmuimadmmwumimdﬁmluuomemwm-muormhyumpﬂdmmhIeue. If Lessee pays his royalty on or before
M(M)ﬁpnﬂcﬁtmymypumwdn.Ihnlnl-cwunpmhyofi%onﬂnmylltyorsu.oo.wbichuvefilmlur. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue, Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. hymofhdtlhqupmhylhl!lhmmymwbwohbhh&huidﬂuofhﬁmumﬁdedbthmmbposqmmﬂndluonwhichmyﬂdum
originally due. mibmpmkymvhhmthnmlpplyhmo(dﬂedhpmumhSmu’lporﬁmnflhemymymlolhntporﬁmofmemylltyhdispmeumI'a‘:rrmrkctvlhae.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
mmmﬁsluuurlﬂmhhwmboumd:hilﬁnishuidCumﬁniumwithcopiuol'lnoonuuumdetwhichm‘uwldotpmcesudand:lllubuquemnmemenumd
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
mﬁaﬁuofhoﬂndmpmdmodounﬂmﬁu.hhﬂhuhboohmdmmﬂ.uoebnlnddischlrguoflllwﬂannk:,pools.nmu.lndpipelinunhnll:ulltimsbembjmm
mmmmwmmﬂhowmmuAmyomLunﬂowmm.orl!wwmammﬁwofmyonhem

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
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Cevmission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are fled with the Texas

Commission. Lessee shall supply the General Land Office with any records, memoranda, sccounts, reports, cuttings and cores, or other information relative to the operation of the
above-described premises, which may be requested by the General Land Office, i addition to those berein expressly provided for. Lessce thall have an electrical andor ndioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifleen (15) days afier the nuking of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are ot filed in the General Land Office when due. The penalty for late filing shall be set
by the Generat Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing of capable of producing oil or gas bas been completed on the leased premises,
Lessee shall excrcise the diligence of a reasonably prudent operator in dnilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and
in marketing the production thereon.

(A} VERTICAL: In the event this lease is in force and effect two (2) years afier the expiration date of the primary of extended term it shall then terminate as to all of the Jeased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (inchuding & shut-in
ofl or gas well as provided in Paragraph 11 hereof), or a well upon which Lessce is then engaged in continudus drilling or reworking operations, or (2) the number of acres inchuded in 3 producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or kesser nurmber of acres a3 may then be atlocated for production purposes to & proration wnit for
each such producing well under the rules and regulations of the Railroad Comumission of Texas, or any Successor agency, or other governmental authority having jurisdiction. Within 90 days of &
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum fling fee sct by General Land Office rules in effect at the time of the partial termination,
Lessce shall have the right to obtain a sirface lease for ingress and egress on and across the temminated portion of the leased premises a3 may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails o apply for a surface Jease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion Lo grant or deny such application and to set the fee for such surface lease,

(B) HORIZONTAL: In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate a8 to alt depths below 100
feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary of extended
term Lessee pays an smount equal 1o one-half (1/2) of the bonus originally paid ay consideration for this Jease (as specificd on page 1 hereof). If such amount ig paid, this lease shall b¢ in force
and effect a5 10 $uch decper depths, and said termination shall be delayed for an additional period of two (2) years and 50 long thereafier a3 oil or gas is produced in paying quantities from such
deeper depths covered by this lease. .

(C) IDENTIFICATION AND FILING: The surface screage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the centsr
thereaf, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lezse as provided herein, Lessee shall execute and record 5
relcase or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certificd copy of same, shall be filed in the General
Land Office, accompanied by the filing fes prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to executs and record such releass or
releases within ninety (50) days sfler being requested to do 50 by the General Land Office, then the Conwrissioner at his sole discretion may designate by written instrument the scresge and/or
depths to be released hereunder and record such instrument at Lessec's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposcs. If at any time after the effective date of the partial termination provisions hereof, the applicable ficld nules are changed or the well or
wells Jocated thereon are reclassified 50 that less acreage is thereafier allocated to said well or wells for production purpeses, this lease shall thereupon terminate &3 to all acreage pot thereafier
allocated 1o said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at & lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days afler such initial production from the
draining well or the well located within ane thousand (1,000) feet from the area covered by this leass begin in good faith and prosecute diligently the drilling of an offsel well on the ares covered
by thia lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the srca covered by this lease, and the Lessee, manager or driller shall use all
means necessary in & good faith effort to make such offset well produce oil and/or gas in commercial quantitica. Only upon the determination of the Commissioner and with his writiea epproval,
ray the payment of 1 compensatory royalty satisfy the obligation to drill an offsct well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary tesm bereof and prior to discovery and production of oll or gas on said lsod,
Lessee should drill a dry bale or holes thercon, or if during the primary term bereof and after the discovery and actual production of oil or gas fram the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease, If, during the last year of the primary term or
within ixty (60) days prior thereto, a dry bole be completed and abandoned, or the production of oil or gas should ceass for any cause, Lessee's rights shall remain in full force and effect without
fusther operations until the expiration of the primary term; and if Leasco has not resumed production in paying quantities at the expiration of the pritary tem, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Faragraph 10, Should the
first well or any subsequent well drilled on the above described land be completed as # shut-in oil or gas well within the primary term bereof, Lessee toay resume payment of the annual rental in
the same manner a3 provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oi or gas well and upon the Gilure
to make such payment, this lease shall ipso facto terminate, If at the expiration of the primary term or any time thereafier a shut-in oil or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: 1, afler the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, ghould cease from
any cause, this lease shall oot terminate if Lessee commences additional drilling or reworking operations within sixty (60) days afler such cessation, and this lease shall remain in full force and
effect for 50 long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for $o long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well
royalties or payment of compensatory royalties is made as provided berein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease
will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as 8 dry bole, and this lease shall rernain n effect so
long as Lessce continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessce shall give written notice to
the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, “well" means any well that hay been sssigned a well nucber by the state agency baving jurisdiction over the production of ol
and gas. If at any time afier the expiration of the primary tem of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quatitities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of s suitable market, then Lessoe may pay a9 a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 & year for each well capable of producing oil or §*s In paying quantities. To be effective, each
initial shut-in oil or gas royalty mwst be paid on or before: (1) the expiration of the primary term, (2) 60 days aftcr the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessce completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas rovalty is paid, the lease shall be considered to
be a producing lesse and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, sfter that, if no suitable production facilities or suitable market for the ofl or gay exists, Lessee may exiend the lease for four more successive periods of one (1) year by
paying the same amount each year on of before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effcct by payment of the shui-in o or gas royalty, oil or gas is sold snd delivered in Ppaying quagtitics from 3
well located within one thousand {1,000 feet of the leased premises and completed in the same producing reservoir, of in any case in which draimage is occurring, the Tight to continue ko maintsin
the lease by paying the sbut-in il or gas riyalty shall cease, but the Jease shall renuin effective for the remainder of the year for which the royalty has beea paid The Lessee mmy maintain the

CERTIFIED COPY
:E‘.ESTI_U:_.Z_Q.—?-D%l R ¢ wes P
Candace Garrett ses o ¢ 2L e
County & DistrictCler3 § 8 * § 88, ¢ 3
Somervell County, Texda  * . . R

By _E._—-V Deputy



AW UL AOTAE Wae .

lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which *
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisfy the obligation w0 drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5
of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars (36,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafier as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and afler the expiration of the primary term unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the

therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: Indwelophgﬂisuu.Lﬂunhﬂmhwapuarmﬂmmuk‘wmpuvmpollm Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries 5o as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in & high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1 in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for
the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number, Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the lability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commissioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessce may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

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

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General
Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should
knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be subject to
lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this lease by

A CERTIFIED C
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oferation of liw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon
uﬁaﬁclwyevidmuu:|heCmﬁuhwoflhcﬁmﬂhndOﬂkcofnmmhmwilhlhepmv'uinmortbehwmdnrlhhluuandmmulndn'uh&umnnth
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21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

21, APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease lhﬂbel&bjﬂtb;ﬂﬂdeslﬁduwﬁnmwwmmw,mmllplﬁlbylhcmnrh
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
mynuiu.nndndiﬁngpmudmmdmubuubjeumﬂlwmvmdmmm.nmm‘mmmmﬂymmmmammdﬁm Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this leask, 1 be boind By and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
pmtntidemmuwopemionoflpomlbenLeueelhlllumbcmtiuedIncnluorpnumlmhhndwidnoupdouppmvduwvldndthcﬁw&l.ll?o!hTunWwCo(h,m
Luueuhlllbeenﬁﬂedlodevelupsmhhndfnruilmdwbydiruliomldriﬂiu;;mvidod.howmr.h(msuﬁu&ﬂhm&umyhmmmmwwmﬁmh
Conm'niomufﬂw(immlLandOEﬁcei:mcwu'ytnuuk:mylurﬁuhcnﬁonncwmz.lw&elnnmduﬁghmhhnhmtbu&hﬂﬁnuﬁmhww
bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

13. REMOVAL OF EQUIPMENT: Upon the lermination of this lease for any cause, Lessee shall not, in any event, be permitted 10 remove the casing or any part of the equipment from any
producing, dry, or abandoned well or wells without the written consent of the Conumissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written
comanlofuidComiuiomorh&umhm-izednpmanhﬁvemvtﬁmhbudwmiuhmimumyoduqmmm.wp&mwmmwm
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
bmkuordiscudedlmber.mbinay,ordebn'lthbmmmwdﬁmthepnﬂmhhu&ﬁc&nndhuﬁcmwhﬁmm

24. FORCE MAJEURE: Shnuidbmubepuventadﬁomconplyh;withmyexpwuotilwliedcuvmlonhhmmmammwummd
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, Strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
premlsd.unce'to-bltph'onwcmwlywithsmhwwnmlshnbosupcndedwmmwmmmmpmrpwblhaCrnlnilMof:th:lhndotnwhnpponol
Lessee's contention and Lessee shall not be liable for damages for failure to comply in the event of lease operations suspended as provided in the rules and regulations adopted
hy!hSchoolhudBoud);mdmhhmMhuwmdwuhnadnbuumwwym:hummmmm«mwnﬂumﬁmh
hludpmmim;wuﬂdod.I-owwer.thdﬂn;huuhmuhwmuwdbtmdlbnymormkdmhpﬁnwywumdadmawhmwmn:m
under any applicable statute of this State.

25, LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. ‘I'hhinchadu.buthmtﬁniudw.lhuhsuﬂa&onofnllmnaquiwm&.mh.Mwmwmmwaumwmnhm
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theit.

e £ ‘e [

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
Scbool].andBoudhlccutdmcewil.thun.lRuommCod:Socn‘nmﬂ.ISl-SZ.lS],uil:umhﬂhﬁnﬂdhmmwhwmﬂm“lh—-
mmbuofmthmlhemulummtdpmﬂxdhcrein.mmauhtmnﬂmnwmhmmmmummhhwammuhnud.mmﬂnul.w
ommmmcpmuummm.wmmmmwammwummmumwmmmammum
of a pocled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27, SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, sdministrators, SUCCessors of
assigns of Lessee herein.

28. ANTIQUITIES CODE: In the event that any feature nfm:beoloﬁulorhhuical-hmulonl’muu&hool #mwumwmwmmwmm
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or 1

Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texad] 1, Tex. Nat.
Cod-Am(lewJ&Suw.199!).Onmmwudhndmldedethm&hmlme:humﬂyﬂnTem-m ground at a
project location. An archaeological survey might be required by the commission before construction of the project can commence. Further—ir theevent mm% artifact or
other feature of archacologieal, scientific, educational, cultural or historic interest is encountered during the activities authorize by this leass, Jessee 'will iately notify and the Texas

HhmrthomiubnmdeeqmnmuumyhmkmkmmemmmdimmuMp.nlwwpmu.

19. VENUE: Lessor and lessee, includin]buec‘u:muonmdmip.Wyuwmlmfmmﬁmmwb;wufleMMMMuwnww
re;u-dinginu-prmlhnor:hisluu,wuhﬁn;hmywnywmkmwm:ppllublnuuhw.mm!u,uadttinismﬂwnﬂu.Mhhlmofmjm&nwhmw
County, State of Texas.

30. LEASE FILING: P\nmnthhnpurDoflheTu.Bnl.&ComCoda.:hhlunmtbcﬁledofmcordintheomuofthComyClukhnyoomwﬁuhlﬂulnypmoflhu
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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ION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of (5= State of
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STATE OF ] -c:x‘ zr:] (CORPORATION ACKNOWLEDGMENT)
COUNTY OF I BE.E&H !

BEFORE ME, the undersigned authority, on this day personally appeared B—Ol’\\d C CL(‘QMF
of

known to me to be the person whose name is subscribed to the foregoing instrument, as
C :: and acknowledged to me that he executed the same

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

Given under my hand and seal of office this the \OF " ayor N 031%2222" .20 E) 3 e
H ' ‘-‘. o i E o ‘ 7 * La

Notary Public in and for

__ _SAnte. &t Texas

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF,

Before me, the undersigned authority, on this day personally appeared

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the
same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the day of , 20

Notary Public in and for

This Document has been received by this Office for Recordin
into the Official Public Records. We do not discnminate due IE!

Race, Creed, Color, Sex or National Origin. A CERTIFIED copy
STATE OF TEXAS COUNTY OF SOMERVELL Attest: /|~ 2o
L A-?) by this instrument was FILED on Candace Garret
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Revised 10/99

The

Austin, Texas

OIL AND GAS LEASE
NO. M-103318

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments (o said
N.R.C., the following area, to-wit:

TRACT 9 OF THE BRAZOS RIVER, BOSQUE, JOHNSON, AND SOMERVELL COUNTIES, TEXAS, CONTAINING APPROXIMATELY 320 ACRES; TRACT 9 IS BOUND
ON ITS UPSTREAM END BY A SOUTHWESTERLY EXTENSION OF THE SOUTHEAST LINE OF THE ALFRED FARQUHAR SURVEY, A-142, SOMERVELL COUNTY,
AND A-271, JOHNSON COUNTY, AND IS BOUND ON ITS DOWNSTREAM END BY A NORTHEASTERLY EXTENSION OF THE SOUTHEAST LINE OF THE JOHN
BROCKNER SURVEY, A-58, BOSQUE COUNTY,,

was, after being duly advertised, offered for lease on the 7th day of October, 2003, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the sbove described area; and

WHEREAS, afer all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 7* day of October, 2003, hereinafier the "effective date” and it was found and determined that QUICKSILVER RESOURCES,
INC. whose address is 777 WEST ROSEDALE STREET, SUITE 300, FORT WORTH, TEXAS 76104-4627, had offered the highest and best bid for a lease of the area above described
and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, |, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hercinafter sometimes referred o as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Eighty-Two Thousand Twoe Hundred Forty And 00/100 Dollars
($82,240.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do
hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and
conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of

exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
of the leased arca. All of the rights in and w the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other.

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein called “primary term™) and as long thereafier as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lcase shall terminate as to both parties unless the Lessee on or
before said date shall pay or tender to the C issioner of the G | Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars ($5.00), per acre, which shall operate as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may
be further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or cause (o be paid w the Comumissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such & separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the peneral area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease: contract shall not at
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure aceording o Boyle's Law,
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.
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(C) PROCESSED GAS: Asa royalty on any gas processed in a gasoline plant or other plant fow Etﬂ&f Wr q%hhwubom 1/4 part of the residue gas and the
N be based

liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein on one hundred percent (100%) of the total plant production of
i gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
h .Mhbﬂrmpmdmd&unﬂ:hm;pmvﬁdhtifliquidhydmmmmvendﬁmpspmesudinlphminwhichl:me[oribpu\mt.mhmxyor

affiliate) owns an interest, then the percentage applicable o liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry” or any other gas, by fractionating, buming or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within twelve (12) months of the effective date hereof, the royalty rate provided herein shall be reduced to 20%,
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may eam a reduced
royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month extension
of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the expiration of
such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established and so that
such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(i1) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of twelve (12) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may cam a
reduced royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry bole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior o the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice o Lessee, require at any time or from
time o time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right o take its rovalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced hereunder
in any processing plant. Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises afier the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
same may thereafler be produced and sold or used by Lessee in such manner as 1o entitle Lessor to a royalty thereon under the royalty provisions of this lease.

(I) MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of
this lease a sum equal 1o the total annual rental less the amount of royalties paid during the preceding year.

() MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessce shall annually fumish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments (o such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examination by the Conumissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and sbandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
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Commission forms for application o drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative 1o the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radicactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
by the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office.

7. RETAINED ACREAGE: Notwithstanding any provision of this lease (o the contrary, after a well producing or capable of producing oil or gas has been completed on the leased premises,
Lessee shall exercise the diligence of a r bly prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and
in marketing the production thereon.

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental suthority having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below 100
feet below the total depth drilled (hereinafler "deeper depths”) in each well located on acreage retained m Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall be in force
and effect as 10 such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths o be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. 11 at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafler allocated to said well or wells for production purposes, this lease shall thereupon terminate as o all acreage not thereafler
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days afer such initial production from the
draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the dnilling of an offset well on the area covered
by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all
means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval,
may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior 0 discovery and production of oil or gas on said land,
Lessee should dnll a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not reswmed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant o Paragruph 10, using the expiration of the primary tenm as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure
to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease from
any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions wtaling more than sixty (60) days. If such drilling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease
will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as & dry hole, and this lcase shall remain in effect so
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice to
the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, cach
initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days afier the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. I the shut-in oil or gas royalty is paid, the lease shall be considered to
be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one th d (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the rerminder of the year for which the royalty has been paid. The Lessee may maintain the
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lease for four more successive years by Lessee paying compensatory royalty at the rxu]-an% DdEmrlbmgl value of production from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5
of this lease.

13, EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary termy, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
afler the expiration of the primary term and so long thercafler as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such dnlling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and afier the expiration of the primary term unless production in

-paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject o its obligation to
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: thﬁMmMMth&mdmﬂﬂmMmmmmm Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, secpage or ground water contamination. In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure o comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for
the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessce shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well pumber. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified at all times, cither by a firmly aitached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commissioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the arca is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof Every transferee shall succeed to all rights and be subject 1o all obligations, liabilities, and
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all pil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals m and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in jon with the production or
processing of such leased minerals in order 10 secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee 1o execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the
above-described property or from Lessee's acquisition of this lease. Should the Conmissioner at any time determine that this representation is not true, then the Commissioner may declare this
lease forfeited as provided herein.

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false report concerning production or drilling, or if Lessee shall fail or refuse o drill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General
Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if’ Lessee or an authorized agent should
knowingly fail or refuse to give correct information to the proper authority, or knowingly fuil or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be subject to
lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this lease by
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operation of law or by reason of any special limitation arising bereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon
n&&mm:wh&mofﬂnﬁmmundﬂfﬁuofﬁmuWMGﬂthMmmmofﬂuhwmdoflhuhnxlndﬂnmhmdnguhmmlmybeldophd
relative hereto.

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee,

21. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease lhnllbemb,lecuoullmi:smd regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office goveming drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 10 be bound By and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

S 0704

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from any

producing, dry, or abandoned well or wells without the written consent of the Commuissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written CJY
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equip material, hinery, appli ﬁwmowmdbylmc
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

3d

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while s0 —J
Mlﬂuiﬁﬂpﬂ»mﬁwﬂtm&mdﬂﬂhwmmuﬂmmmfpmdnlheCmmmof!heGmﬂhndOﬁmnnwmofa—
Lessee’s contention and Lessee shall not be liable for damages for failure 0 comply in the event of lease operations suspended as provided in the rules and regulations adopted
by the School Land Board); and this lease shall be extended while and so long as Lessec by any such cause, mmmmmumh‘oﬂanﬂummu‘
leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right to a suspension
under any applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited 1o, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend 0 and be binding upon the beirs, executors, administrators, successors or
assigns of Lessee herein.

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 75711)l0lhltudeqmuulwuu-ybcMenﬂmbmtwmommhmmuwum
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, 91, Tex. Nat
CoduA.nn.(chnnlD‘)SASqap 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before ground at a

j tion. An archaeological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, objeé(,lonum.amﬁctot
Mhﬁfﬂlﬂ" of archacologieal, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, dessee will immediately notify lessor and the Texas
Historical Commission so that adequate measures may be undertaken to pi ory such di ies or findings, as appropriate.

29. VENUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any pant of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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31, EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of
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TITLE: V’& %'WT
/1 /e3

DATE:

IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office
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APPROVED
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Legal
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(CORPORATION ACKNOWLEDGMENT)

STATE OF ] —Q&Q b

COUNTY OF ] AQ Eﬁﬂ [
BEFORE ME, the undersigned authority, on this day personally appeared EF Q&)g C N c Ly (2‘\__}5
known to me 10 be the person whose name is subscribed to the foregoing instrument, as L‘J‘:,E E[ ﬂ}lﬁggﬂ of

M&Qﬂg&. I&_ and acknowledged to me that he executed the same

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

O %o N OVeD

Given under my hand and seal of office this the

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF

COUNTY OF
Before me, the undersigned authority, on this day personally appeared

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the
same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the . dayof DR ee—

Froc-and-Correet ———
copy of original on

file in Bosque

County Clerk's office

This Document has been received by this Office for Recor

i di
into the Official Public Records. We do not ducnmmlt:' ducnllc;)
Race, Creed, Color, Sex or National Onigin.

STATE OF TEXAS COUNTY OF SOMERVELL
C-l(l) by this instrument was FIL D on G i

o ~ir m, and was duly RECORDID = pdA

named RECORD OF SOMER\ | ) (J 4o,

COUNTY, TEXAS, in the Volumemd?-geu shown hcrluL { After recording refurn lc:uL

Quicksilver Resources Inc.

" “ee Attn: Scott Herstein
sou biu}c "i"”fﬁ‘; o 6 777 West Rosedale, Suite 300
ke e Ft. Worth, Texas 76104
BY S— I)v.'[\u[y
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CLERK'S NOTICE: ANY PROVISION HEREIN WHICH RESTRICTS THE SALE, RENTAL OR USE OF THE DESCRIBED
REAL PROPERTY BECAUSE OF COLOR OR RACE, IS INVALID AND UNENFORCEABLE UNDER FEDERAL LAW.

FILED STATE OF TEXAS -
COUNTY OF BOSQUE 5571 03
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ON THE 5 DAY OF &L_ Records of Bosque County, Texas.
AD.20 03 . gdtm Do,

County Clerk, Bosque County, Texas
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Austin, Texas

OIL AND GAS LEASE
NO. M-103318

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject 1o all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendmenis to said
N.R.C., the following area, lo-wit:

TRACT 9 OF THE BRAZOS RIVER, BOSQUE, JOHNSON, AND SOMERVELL COUNTIES, TEXAS, CONTAINING APPROXIMATELY 310 ACRES; TRACT 9 1S BOUND
ON ITS UPSTREAM END BY A SOUTHWESTERLY EXTENSION OF THE SOUTHEAST LINE OF THE ALFRED FARQUHAR SURVEY, A-142, SOMERVELL COUNTY,
AND A-271, JOHNSON COUNTY, AND IS BOUND ON ITS DOWNSTREAM END BY A NORTHEASTERLY EXTENSION OF THE SOUTHEAST LINE OF THE JOHN
BROCKNER SURVEY, A-58, BOSQUE COUNTY.,

was, after bemng duly adverused, offered for lease on the 7th day of October, 2003, at 10:00 o'clock a.m., by the Commssioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and dnlling for, and producing oil and/or gas that may be found and produced from the above descnbed area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular mecting thereof i the General Land Office, on the 7* day of October, 2003, hereinafter the "effective date” and it was found and determined that QUICKSILVER RESOURCES,
INC. whose address is 777 WEST ROSEDALE STREET, SUITE 300, FORT WORTH, TEXAS 76104-4627, had offered the highest and best bid for a lease of the area above described
and is, therefore, entitled to receive a lease thereon

NOW, THEREFORE, 1, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafler sometimes referred o as "Lessor,” whose address 1s Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Elghty-Two Thousand Two Hundred Forty And 00/100 Dollars
($82,240.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed 1o be paid, observed and performed by Lessee, do
hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take o1l and/or gas from the aforesaid area upon the following terms and
conditions, to-wit:

1. RESERVATION: There s hereby excepted and reserved to Lessor the full use of the property covered hereby and all nghts with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted 1o Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
explonng for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries
of the leased area. All of the rights in and 0 the leased premises retained by Lessor and all of the rights in and to the leased premuses granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other.

2. TERM: Subject o the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein called "prumary term”) and as long thereafter as oil or
gas 1s produced in paying quantities from sasd area.

). DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as o both parties unless the Lessee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars ($5.00), per acre, which shall operate as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date, In like manner and upon like payments or tenders the commencement of a well may
be further deferred for like penods of the same number of months successively during the prumary term hereol.

4. PRODUCTION ROYALTIES. Subject w the provisions for royalty reductions set out i subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees 1o pay
of cause 10 be paid o the Commussioner of the General Land Office in Ausun, Texas, for the use and benefit of the State of Texas, dunng the term hereof:

(A) OIL. Asa royalty on oil, which 1s defined as mcluding all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/4 part of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined by 1) the highest posted price, plus premium, if any, offered or pawd for oil, condensate, distllate, or other hiquid hydrocarbons, respectively, of a like type and
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 1) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separutor of conventional type or other equipment at least as efficient to the end that all iquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor

(B) NON-PROCESSED GAS: As a royalty on any gas (including lared gas), which is defined as all hydrocarbons and gaseous substances not defined as ol in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, hquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross pnice paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
any tune exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheil, correction to be made for pressure according 1o Boyle's Law
and for specific gravity according 10 test made by the Balance Method or by the most approved method of testing being used by the industry at the ume gf vesting, TIFIE [l COP
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{C) PROCESSED GAS: As a royalty on any gas processed in 2 gasoline plant or other plant fOMg L_ccg fss@d’o&t@r I:‘u.bhb'ocarbons. 1/4 part of the residue gas and the
liquid hydracarbons extracted or the muarket value thereof, at the option of the Lessor. Al royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue- gas attributable to gas produced From this lease, and on fifty percent (50%) or that percent accruing 1o Lessee, whichever is the greater, of the total plant preduction of liquid
hydrocarbons, atfiibutable 10 the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at anms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the grealer. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any ather products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
“casinghcad,” "dry” or any other gas, by fractionating, burning or any other processing, 14 part of gross production of such products, or the market value thereof, at the aption of Lessor, such
market value to be determined as follows:

(1) On the basis of the highest market price of each producl, during the same month in which such product is produced, or
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater,

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hercby provided that in the event production in paying quantities is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within twelve (12) months of the effective date hereof, the royalty rate provided herein shall be reduced 1o 20%,
and shall apply 1o each subsequent well drilled and produced on the land covered by this lease. Provided thay, if during such twelve (12) month term during which Lessee may eam a reduced
royalty rate of 20% as herein provided, Lessee should drill in good faith and comlete the first well as 2 dry hele on the land covered by this lease, Lessee may receive a three (3} month extension
of the term in which to eam a reduced royalty rate by giving notice o the Commissioner of the Generat Land Cffice, commencing drilling operations on an additional well prior to the expiration of
such three (3) month period and prosccuting ditigently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established and so that
such production is brought on line and sales thereaf are commenced prior 10 the expiration of such three (3) month extension period.

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of twelve (12) months from the effective date hereof but prior 1o the expiration of twenty-four (24) months from the efTective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply ta each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month lerm during which Lessee may eam &
reduced moyalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as 3 dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to carn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additions! well and completing same so that production in paying quantities is established
and 50 that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contained herein (o the contrary, Lessor may, at its option, upen nol less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royaltics accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing. processing, ransporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall
not diminish or negate Lessar's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used w process gas produced hercunder
in any processing plant Notwithstanding anything contained herein to the contrary, and subject 1o the consent in writing of the Cormmissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises afier the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the rayalty provisions of this lease.

(I} MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of
this lease 3 sum equal 1o the total annusal rental less the amount of royalties paid during the preceding year.

() MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I} to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royslty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum

5. ROYALTY PAYMENTS AND REPORTS: Al royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the Generul Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all decuments, recards or
reports confinming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and ether checks or memorznda of amount preduced and put
into pipetines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of 3 manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on sach lease, If Lessee pays his royalty on or befors
thirty (30) days afler the royalty payment was due, then Lessec owes 2 penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 2% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting docwments which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were dus. The Lessee shall bear ail responsibility for paying or causing royaltics to be paid as prescribed by the due
date provided herein. Payment of the delinquency penalty shall in no way operate 1o prohibit the State's right of forfeiturs as provided by law nor act to postpone the date on which royalties were
originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or (o that portion of the royalty in dispute as to fair market value.

§. (A) RESERVES, CONTRACTS AND OTHER RECQORDS: Lessee shall annually fumnish the Cormissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable (o this jease and shali furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments 1o such contracts within thirty (30) days after entering into or making such contracts, agrsernents or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessce. All other contracts and records pertaining to the production, ransportation, sale and
marketing of the oil and gas produced on said premises, including the books and zccounts, receipts and discharges of all wells, tanks, peols, meters, and pipelines shall at all times be subject to
inspection and examination by the Commissioner of the General Land Office, the Attomey General, the Govemnor, or the representative of any of them.

A CERTIFIED COPY

(B) 'DRILLING RECORDS: Written nolice of al operations on this lease shall be submitted ta the Commissioner of the General Land Office by Led¢@@ br operator Rk G5 days belofd
spud date, workover, re-entry, lemporary abandonment or plug and abandonment of any wefll or wells. Such written notice ta the General Land Of’ﬁiwgi‘ll ilyudc ic 'ﬂ:z‘;iaﬂBu
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Commission forms for' application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commussion. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative w0 the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electnical and/or radicactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other matenals are nol filed in the General Land Office when due  The penalty for late filing shall be set
by the General Land Office admunustrative rule which 1s effective on the date when the matenals were due i the General Land Office

7. RETAINED ACREAGE: Notwithstanding any provision of this lease w the contrary, after a well producing or capable of producing oil or gas has been completed on the leased premises,
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and
in marketing the production thereon.

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing i paying quantities (including a shut-in
oil or gas well as provided in Paragraph |1 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant o Natural Resources Code Sections 52.151-52,153, or (3) such greater or lesser number of acres a3 may then be allocated for production purposes to a proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the iminimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remainng in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and 0 set the fee for such surface lease

LAL09405S07T0A

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below 100
feet below the total depth dnilled (hereinafter “deeper depths™) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal 1o one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall be in force
and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced i paying quantities from such
decper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released bereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafler allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafier
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in ¢ ial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draning the area covered by this lease, the Lessee shall, within sixty (60) days afler such initial production from the
dramnung well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the dnilling of an offset well on the area covered
by this lease, and such offset well shall be drilled 10 such depth as may be necessary 10 prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all
means necessary in a good faith effont o make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commussioner and with his writlen approval,
may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior o discovery and production of oil or gas on said land,
Lessee should dnll a dry hole or holes thereon, or if dunng the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not ermmunate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
addmonal drilling or reworking operations thereon, or pays or tenders the neat annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure
10 make such payment, this lease shall ipso facto terminate. f at the expiration of the primary term or any time thereafler a shut-in oil or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the pnmary term, production of oil or gas from the leased premises, after once obtained, should cease from
any cause, this lease shall not termunate if Lessee commences additional dnlling or reworking operations within sixty (60) days after such cessaton, and this lease shall remain in full force and
effect for so long as such operations continue in good faith and in workmanlike without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the dnilling or reworking operations result in the completion of a well as a dry hole, the lease
will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice to
the General Land Office within thirty (30) days of any cessation of production.

1. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having junsdiction over the production of oil
and gas. If at any ume after the expiration of the primary term of a lease that, untl being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities 13 located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal W double the annual rental provided mn the lease, but not less than $1,200 a year for each well capable of producing oil or gas i paying quantines. To be effective, each
wnitial shut-wn o1l or gas royalty must be paid on or before: (1) the expiration of the prumary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
alter Lessee completes a dnlling or reworking operation in accordance with the lease provisions, whichever date is latest. [f the shut-in oil or gas royalty 1s paid, the lease shall be considered to
be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, afler that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive penods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year

12. COMPENSATORY ROYALTIES: If, during the penod the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paymng quanuties from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, of in any case in which drainage 15 occumn pme mantain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has béen
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lease for four more successive years by Lesses paying compensatory royalty at the xﬁkﬂpﬁnd& H&E Easgof]le bagt value of preduction from the well causing the &mmagc or rwhich
is cormpleted in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one theusand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount Jess than the annual shul-in oil or gas royalty, Lessee shall pay an
amaunt equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relicve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of

compensatory royzlties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph §
of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of ail or gas has not been obtained on the leased premises but dnilling operations are being conducted
thereon in good faith and in 2 good and workmanlike manner, Lessee may, an or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30} day extension of this lease, accompanied by payment of Three Thousand Dollars ($3.000.00) if this lease covers six hundred forty (6403 acres or Jess
and Six Thousand Dollars {$6,000.00} if this lease covers mare than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30} day period from and
after the expiration of the primary tenn and so long thereafler as oil or gas is produced in paying quantities; provided further, that Lessee may, so long a3 such drilling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Comumissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty {30) day period and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390} days from and afier the expiration of the primary teom unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessec shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or imigation purposes for water fload operations without the prior written consent of Lessor. Subject to its obligation to
pay surface damages, Lessee shall have the right 1o use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages oceurs,

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pallution, Lessee shall use all means at its disposal Lo recapture all escaped hydrocarbons or other pollutant and shall be respansible for all damage to public and private properties.

{A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall 1 and level all slush pits and cellars and completely clean up the drilling site of all rubbish therson.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage inio State Waters from vessels or
platforms is strictly prohibited and mmay subject a State of Texas lease to forfeitwre.” Such statement shall be in lettering of at least 1 in size.

(©) RIVERS: To the extent necessary o prevent pollution. the provisions found in subsections (a) and {b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maxinum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for
the damages caused by such failure and any costs and expenses incurred in ¢leaning areas affected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessee shall crect, at a distance not to exceed twenty-five (25) fect from each well on the premises covered by this lease, a Jegible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more [eases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance nol to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintained in 2 degible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Conmissioner of the
General Land Office. The Commissioner may require the transferee lo demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clesk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in
¢ffect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and
penalties owed 1o the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinguishment or certified copy of same in the Generat Land Office within ninety (30) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

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

20. FORFEITURE: IfLessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissicner of the General Land Office, or if Lessce should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General
Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations. or if Lessee or an authorized agent should
knowingly fail or refuse to give comect information to the proper authority, or knowingly fail or refuse to Furnish the General Land Office a correct fog of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the ngﬁfjﬁﬁm lease shall
be subject to forfeiture by the Conmissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited 1 subject o
lease o, the highest bidder, under the same regulations controlling the original sale of lezses. However, nothing herein shall be construed as waiving ﬂ:ye&u&nnnﬁc mnpm of this le?y
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operation ol law or by'reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted
relative hereto, . ‘.,

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the nght of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 10 be bound By and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52,135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident 1o the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional dnlling, provided, however, that no surface dnlling location may be nearer than 660 feet and special permission from the
Commussioner of the General Land Office 15 necessary 1o make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or turning basin which has been authonzed by the United States as a federal project for future construction, whichever is nearer,

S 070A

13, REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remave the casing or any pan of the equipment from any
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written CJ7)
consent of said Commissioner or his authonzed representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commussioner or his authorized representative g

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil =
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authonty, then while so —J
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in suppont of (g~
Lessee's contention and Lessee shall not be liable for damages for failure 0 comply xcept in the event of lease operations suspended as provided in the rules and regulations adopted
by the School Land Board); and this lease shall be extended while and so long as Lessee ted, by any such cause, from drilling, reworking operations or producing oil and/or gas from the ==
leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's night 1o a suspension
under any applicable statute of this State.

15. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and o prevent thefl of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's
production, gathering and storage systems where thefl of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from thefl and shall pay the State of Texas
royalties thereon as provided berein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time afler the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if after the expiration of the pnmary term, the number of acres actually retained and covered by this lease

17. SUCCESSORS AND ASSIGNS: The covenants, condibons and agreements contained herein shall extend 1o and be binding upon the hewrs, executors, administralors, successors or
assigns of Lessee herein.

8. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Comimission (P.O, Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.
Lessee 15 expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, B0 Statute 915, 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chipqh?l. Tex. Nat
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a
project location. An archaeological survey might be required by the ion before of the project can commence. Further; in the event that any site, ohjeét, loeation, artifact or
other feature of archaeologieal, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, Jessee will immediately notify Jessor and the Texas
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.

19. VENUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute ansing out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk tn any county in which all or any part of the
leased premises is located, and certified copies thereol must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent 1o the General Land Office.
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31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Ofﬁ:c of the State of

Texas
QU I L SIevEN RESSurCES (AC.

E g € - CIRONE

TITLE: VIC-f %H’C‘ﬂ"—
1//e3

DATE:

Fim: 1
IN TESTIMONY WHEREOF, witness the signature of the COIHIM'IO\‘\;T of the General Land Office of the State of Texas under the seal of the General Land Office
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(CORPORATION ACKNOWLEDGMENT)

STATEOF __| €_X xS

counrvor__| AR PANT .
BEFORE ME, the undersigned authonity, on this day personally appeared E Q \ SJ C i Cl [ ;H_\J :-— -
known to me 1o be the person whose name is subscribed (o the foregoing instrument, as “ “' E Ej ﬂ:;]ﬁgb,)l of

(.{ WACMD &\ e ? eOurCaos INQ_, and acknowledged to me that he executed the same

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

) \
Given under my hand and seal of office this the D'I’ - day of

- Smnofuhm TN Y (o
Notary Notary Public in and for TS LAY

(%nmapm =
wmu. | State. ofF Texas

STATE OF INDIVIDUAL ACKNOWIL.
‘ LRI copy
COUNTY OF VoL GE 0OR
Before me, the undersigned authority, on this day personally appeared IN 5 T #ﬁm—
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the A[ 1 [ ST - 0
CURTIS H. DOUGLAS

~ COUNTY CLERK JOHNSON
EXAS

same for the purposes and consideration therein expressed

Given under my hand and seal of office this the B

Notary Public in and for

This Document has been received by this Office for Recording
into the Official Public Records. We do not discnminate due to
Race. Creed, Color, Sex or National Ongin

STATE OF TEXAS COUNTY OF SOMFRVELL
B Ci'.(,) by m—ﬁu instrument was FIL.ED on
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) =P b , in the named RECORD OF SOMER ™ |
COUNTY, TEXAS, in the Volume and Page as shown herc. ! After recording return to
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CLERK'S NOTICE: ANY PROVISION HEREIN WHICH RESTRICTS THE SALE, RENTAL OR USE OF THE DESCRIBED
REAL PROPERTY BECAUSE OF COLOR OR RACE, IS INVALID AND UNENFORCEABLE UNDER FEDERAL LAW
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STATE OF TEXAS - -7 3
COUNTY OF BOSQUE 957 1 0
| hereby certity that this instrument was FILED on the date

and at the time stamped hereon b and was duly
RECORDED In the___ _b_p’z

Records of Bosque County, Texas.
oot Q..
. County Clerk, Bosque County, Texas
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STATE OF TEXAS
COUNTY OF JOHNSON

that | hereby certify this instrument was FILED on the date and at the
time stamped hereon by me and was doly RECORDED ln the OFFICIAL PUBLIC
RECORDS OF JOHNSON COUNTY, TEXAS In the Volume and Page as shown

hereon.
CURTIS H. DOL("LAS%LERK
JOHNSON COUNTY, TEXAS
Ei‘.' FIED ('”[WP{
— R
IP‘ | ”
3 Tl ?nc._.z
. . ¢ emee e S H. DOU }If\q
il et COUN '\ CLERK JOHNSON

. NN CH Q AS
By th.é..lé.A.é_L




Fil Nc,/l‘] E/§/37/§ Q

L A—p— g SF
(Olta? 72—
Date Filed&ﬂ%@/ﬁ%

Jerry K Patte"son. \Lu mmissioner
By .




TO BE CREDITED TO RENTAL AMOUNT BANK »

TRACT
49091
320.0 ACS M/L DESC AS TRACT 9 BOUND
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED
DATE, SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT.
THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ :Tm"f;“:: Bank, N.A. Page 1of 1
N a u
Quicksilver Resources Inc. Y il SHUT IN RECEIPT Houston, TX 77002
. —ZILiResedeie-STe- 00—
o avores T Toind DATE:  Aug-29-2005 NO. 109450
LEASE RECORDS ACCOUNT [ RENTAL PERIOD
COUNTY / PARISH STATE RECORDED-BOOK PAGE DATE OF LEASE  MONTHS FROM 10
JOHNSON TEXAS 119-799 10/07/03 12 10/07/05 10/07/06
LEASE NUMBER OBJGWETERDQR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY
\_ TX2510032.00 STATE OF Mﬂﬂ:’:ﬂﬁ ) $1,600.00
PAYTOTHE COMMISSIONER OF THE TEM RECEIVED ON 20
GENERAL LAND OFFICE THE AMOUNT SHOWN ABOVE
1700 N CONGRESS AVE
EIJES'P}'I-'NENF; ?g%';'ﬁf‘gffn'i OFFIGEBLDG NAME OF BANK, CORPORATION OR INDIVIDUAL
o o
) n
RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT
WHICH IS IN FULL SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY

NAMED COVERING OUR INTEREST IN OIL AND GAS
LEASE DESCRIBED HEREIN & WHICH REMAINS IN FULL FORCE & EFFECT.

BY NEXT MAIL  OFFICERS SIGNING FOR CORPORATIONS Wﬂ.L
PLEASE GIVE FULL NAME AND TITLE

TO BE CREDITED TO

RENTAL AMOUNT

QUICKSILVER RESOURCE** DELAY RENTALS **

COMMISSIONER OF THE TEXAS
GENERAL LAND OFFICE

58N

. e 1700 N CONGRESS AVE
- STEPHEN F AUSTIN STATE OFFICE BLDG
ciie AUSTIN, TEXAS 78701-1495
-
L L] TRACT
ol 49091
- e
®etea’ 320.0 ACS M/L DESC AS TRACT 9 BOUND
ON UPSTREAM END BY SOUTHWESTERLY
EXTENSION OF SOUTHEASE LINE OF ALFRED
o FARQUHAR SURVEY, A-142 SOMERVELL
COUNTY, & A-271 JOHNSON COUNTY & IS
Pt ***More Legal Description On File##+
e -

~—

X $1.600.00

PAYEE: DETACH THIS STATEMENT BEFORE DEPOSITING




Hiled:

Jerry E. snn Commissioner






